PwC’s Global
Investor Survey

Insights for New Zealand

Our PwC Global Investor Survey 2022 provides insights into
what investors think of companies’ sustainability efforts and
Investigates their views on the actions companies can take
to guide sustainabllity initiatives.

This global survey captured the insights of 227 investors
across 43 territories; 40 of those respondents were investors
who invest in New Zealand. In this snapshot we take a
closer look at the key data points for New Zealand.
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What are investors prioritising?

Innovation and ensuring profitable financial performance are clear priorities for investors,
with protecting worker health and safety, improving data security and privacy and
ensuring effective corporate governance making up the top five.

% of respondents who selected the outcome as a top five priority.

Be innovative

Seek profitable financial
performance

Ensure data security and privacy

Ensure effective corporate
governance

Protect worker health and safety

Reduce GHG emissions in their
own operation and supply chain

Ensure resposible supply chain
practices including avoiding
modern slavery

Minimise impact on nature and
biodiversity

Ensure positive labour relations

Improve workforce and executive
diversity, equity and inclusion

Showing the top 10 results selected. Other options included: reduce water use, ensure tax transparency, ensure gender
and racial pay equity, and improve corporate board diversity.

Of the top two priorities, investors thought businesses were much more adept at achieving
and reporting outcomes that sought profitable financial performance than they are at doing

the same for being innovative.

% of respondents who believe business has been effective, or very effective in achieving

and reporting on the following outcomes.

Be innovative Seek profitable financial performance

@® Achieving outcomes © Reporting outcomes © Reporting outcomes

Results for other priority areas were not available due to number of respondents being too low.

® Achieving outcomes



Key threats and the impact on profit

Most investors believe companies are not highly or extremely exposed to sustainability threats Investors see a number of factors on the horizon which they expect to impact companies
INn the next 12 months but over time it becomes more of a concern — particularly in relation profitability over the next ten years.

to climate change, which is one of the top three threats investors believe companies will be

highly or extremely exposed to in the next five years.

% of respondents who believe companies are highly, or extremely, exposed to the % of respondents who believe companies profitability will be impacted to a large, or very
following key threats in the next 12 months and five years. large, extent by the following factors over the next ten years.

Transition to new energy
sources

Inflation

Macroeconomic

- Changes in regulation
volatility 55% g g

Cyber risks Technology disruptors

48%

Changing customer demand/

Geopolitical conflict
35%, preferences

Climate change Supply chain disruption

38%

Health risks Labour/ skills shortages
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Social inequality New entrants to the industry

from adiacent industries

@ 12 months ® Five years

It is noteworthy that respondents completed this survey prior to the extreme weather events in New Zealand, including
Cyclone Gabrielle and widespread flooding (refer to survey methodology on pg 11). It will be interesting to see how
this perception changes in future years as a result of these events.




Taking action on sustainability

Investors see a number of effective actions companies can undertake to prepare for the risk Investors believe interest in ESG or sustainability investing doesn’t only come from investors
of climate change. Most importance is placed on emissions reduction and developing data- and their own motivations, but also from a multitude of stakeholders beyond this including
driven, enterprise-level strategy to do so. clients, regulators and wider society.

% of respondents who believe the following actions would be effective, or very effective, % of respondents who believe the following factors drive investor interest in ESG or

for companies to undertake to prepare for the risk of climate change. sustainability investing to a moderate, large, or very large, extent.

Implement initiatives to reduce
emissions

Develop a data-driven,
enterprise-level strategy
for reducing emissions and
mitigating climate risks

Innovate new, climate-friendly
products or processes

Implement initiatives to
protect physical assets and/
or workforce from the physical
impacts of climate

Apply an internal price on
carbon decision making

Regulatory risk management

Client demand for the topic

Societal interest in these
issues

An opportunity for the
capital markets to have
a positive impact on the
environment or society

Potential to protect investment
returns

An opportunity for the
capital markets to play
a role in protecting the
environment or society

Potential to increase
investment returns

Potential to reduce market
(beta) risk

88%

o

6%

76%

59%

58%

53%

51%

46%




Investors also consider government action to be an effective tool in driving action
on sustainability. They see positive measures, such as subsidies, as less of a driver
than imposing taxes or regulation.

% of respondents who believe the following government measures would be effective, or
very effective, in encouraging corporate actions on sustainability issues.

55°/o 5 5°/o

Imposing taxes on unsustainable Adopting corporate disclosure
activities requirements that provide

transparency on corporate action
to address sustainability related
risks and opportunities

o 40°/o

uu uu Providing subsidies to companies that undertake activities or initiatives that address
S — government sustainability priorities
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Sources of information for investors

Investors use a wide variety of sources to assess the companies they invest in. To make investment decisions they look for information on sustainability and how it impacts the company itself.
They would also like to see companies disclose the monetary value of its operations and activities on the environment and society.

% of respondents who use the following sources of information to a moderate, large, or

: L . . % of respondents who believe that it is important, or very important for their investment
very large, extent to assess how companies are managing risks and opportunities facing

decision making that companies report the following information.

their business.

Financial statements and note
disclosures

Narrative reporting aside from
sustainability discisoures

Third party data sources

Dialogue with the company

Materiality assessment
disclosures

News media

Sustainability disclosures
relating to environmental and
soclal Issues

ESG ratings and scores

Alternative data

The cost to meet sustainability
commitments the company
has set

The effect of sustainability
risks and opportunities on the
company’s financial statement
assumptions

The relevance of
sustainability factors to the
company’s business model

Governance and oversight
over sustainability risks and
opportunities

The impact the company has
on environment or society now
and in the future
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% of respondents who believe companies should disclose the monetary value
of the effect their operations or other activities have on the environments and

society (i.e. their impact).




Building trust in sustainability reporting

A significant majority of investors have concerns that a company’s sustainability reporting contains at least some level of ‘greenwashing’. Many investors say assurance would give them

confidence in this reporting.

% of respondents who think corporate reporting contains unsupported claims about a

company’s sustainability performance to this extent.

@ To a very large extent

@® To a large extent

@ To a moderate extent

® To a limited extent
Not at all

® Don’t know

% of respondents who would get a moderate, large of very large extent of confidence

from the following.

External certification /
validation report

Independent reasonable
assurance opinion (i.e. the
level of assurance obtained
in an audit of financial
statements)

Independent limited assurance
(a lower level of assurance
than what is obtained in

an audit of the financial
statements)

Review by internal audit
function of the company




Investors expect a broad range of skills and expertise from the assurance provider of a sustainability report. Alongside other actions they want assurance providers to give them confidence that
management has done what they’ve reported they’ve done.

% of respondents who say that the following actions by an assurance practitioner would
give them confidence to moderate, large, or very large, extent in a company’s non-
financial reporting (i.e. reporting outside the financial statements).

% of respondents who say that the following attributes are important, or very important, in
giving them confidence in the work of an assurance practitioner.

Being experts in applying
professional scepticism and the
ability to assess the reasonableness
of management’s estimates and
judgements

Having access to (or the ability to
access) experts with the necessary
subject matter knowledge

Being subject to regulation that
requires independence andethical
standards

The ability to assess and verify
forward-looking information,
including scenario analysis

Being able to have a comprehensive
view of the business across all types
of corporate reporting (e.g., financial
statements, sustainability reporting,
other narrative reporting)

Having experience in performing
audits of complex organisations (e.g.,
performing materiality assessments,
checking for completeness,
identifying the reporting boundary)

Being trained in using audit
methodologies

Assure that a company’s
management has done what
they’ve reported that they’ve

done

Assure that the reporting
is in line with a generally
recognised reporting
framework

Assure the actions a
company’s management is
taking to address the issues
faced by the business

are appropriate

Assure that the reporting

is in line with a reporting
framework developed by the
reporting entity

Assure the reporting as
whole not a subset of what is
reported




Despite raising some concerns investors would not immediately look to divest their interest in
a company that received a qualified assurance opinion. Instead they would seek to engage
with the company itself, or use this as a means to understand the maturity of the company’s
reporting processes.

% of respondents who would be likely, or very likely to take the following action
if a company they invested in, or covered, received a qualified opinion on it’s
sustainabllity reporting.

Seek more information from the
audit committee of the company

View this as a way to understand
maturity of the company’s
sustainability reporting processes

Be concerned that company’s
reporting processes and oversight
are not sufficent

Be concerned that there may be a
problem in the business

Be concerned about the value of an
investment in the company

Take no action

Sell the investment in the company

Respondents were also provided the option of ‘take a short position in the company’s shares’ but no respondents
selected this as a likely, or very likely action they would take.




Survey demographics and methodology & ] 93%

Of respondents have more than 10 years experience in the
PwC’s Global Investor Survey 2022 (published December 2022) is an external survey carried out in September and October ML (VR

2022, collecting responses from 227 investors and analysts across 43 territories globally, with assets under management
ranging from US$500 million to US$1 trillion or more. Data included in this report is based on the responses from
40 global investors who responded that they invest in New Zealand.

Job role Region based in Gender

o] @ X
O@
@ Portfolio manager or chief ‘ ‘ 900/0 50/0 50/0

investment officer

O Analyst ‘
@ Other ‘

Male Female Prefer not to say

Industry/ Industries invested in or covered

A W

Y : : : : : o o o
Organisation is a signatory of a responsible investing body Asset class(es) focused on 80 /o 68 /o 58 /o
or initiative
o Financial Energy, utilities Technology, media and
83% services and resources telecommunications
‘ Yes 30/ e |
0 T
®no 38% oo \ :®:
Based on respondents who
have a role as: buy-side 700/0 63 %0 5 5 %0
analyst, portfolio manager,
tail/ individual i tor, chief ' . : .
i a|/t|nd|\{[|dt#f§1 |nv|Qs f[)rdo © Public !'Sted Fixed P”V?te Physical Other Consumer Industrial manufacturing and Health Industries
PSS QT I, 1 equity Income equity Investments markets automotive
partner in private equity or
venture capital, or general
partner in private equity Please note: Throughout this document, due to rounding, percentages may

not add exactly to 100%.
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Contact us

Jonathan Skilton
Partner | Assurance
+64 21 355 879

jonathan.m.skilton@pwc.com
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Partner | Assurance
+64 21 840 106

chris.j.ussher@pwc.com

S| Danielle Kennedy

Director | Assurance
+64 27 523 3633

danielle.r.kennedy@pwc.com
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