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Today’s opportunities.
Tomorrow’s returns.

We understand how long-term financial commitments require
sustainable investment solutions — ones that preserve and
enhance the long-term market value and income generation
capacity of assets.

Our ESG+ framework can help ensure investing strategies and
sustainability actions remain current, coordinated and aligned for
maximum effectiveness.

Our model combines an analysis of quantifiable environmental,
social and governance concerns with a heightened awareness of
less-quantifiable and evolving non-financial risks.

Sun Life Investment Management brings Sun Life's long-standing
expertise in sustainable investing to defined benefit pension plans
and other institutional investors in Canada.

Eyes on the future

Our attention to both financial and
non-financial risks recognizes the
growing number of risks outside of
typical ESG factors. What we consider
non-financial risks today may become
the financial risks of the future.

ESG

plus’

ESG+ is where the opportunities are.
Investing in the right opportunities to
achieve higher returns.
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ESG Plusis
the next wave of
sustainable
investing

Canadian investors are pay-
ing close attention to where
they put their money. These
days investors focus not just
on fees and returns, but also
on whether businesses and
brands align with their values.

There was a time when the
focus on a company'’s environ-
mental, social and governance
("ESG") factors were a fringe
requirement. Now, value-based
investment decisions are be-
coming part of the mainstream
because it's the right thing to
do. These strategies incorpo-
rate factors that are designed
to address ESG risks — risks
that impact the bottom line.

For instance, a company that
reduces energy and water
consumption can reduce costs
and improve its reputation for
decreasing its environmental
footprint. A diverse board and
management team not only
better reflects society, but
a growing body of research
shows these companies can
produce stronger results
across various financial met-
rics.

Today, ESG factors have
become corporate pillars that
define high quality, sustain-
able businesses that can offer
current growth and future
appreciation.

"We are at a clear inflection
point of this type of investing,”
says Eugene Lundrigan, presi-
dent of Sun Life Institutional
Investments (Canada) Inc., a
Sun Life Investment Manage-
ment company. “| think ESG
investing will be an important
topic in the investment world
for the foreseeable future.”

Going beyond financial risks
Investors wishing to maximize
values and returns should look
for firms and fund managers
who are at the forefront of
integrating ESG methodologies
— and this should include the
consideration of both financial
and non-financial risks, explains
Mr. Lundrigan.

Non-financial risks are future
events and trends that are hard
to quantify but are likely to af-
fect future investment returns.
They include everything from
politics, regulatory changes, to
climate change, social issues,
disruptive innovation and
technology.

For example, anticipating
the impact of severe weather
patterns, as a result of climate
change, on supply chains can
help investors appreciate the
pressure on sectors such as
travel, transportation and insur-
ance. Then there's the risk of
changing political regimes, as
evidenced by the renegotiation
of the North American Free
Trade Agreement under U.S.
President Donald Trump.

"Overlooking non-financial
risks is risky in itself and
can have unintended conse-
quences,” says Mr. Lundrigan.
“Many of these non-financial
risks are difficult to quantify in
precise financial terms, which
means we must consider them
based on judgment and in
qualitative terms.”

Sun Life Investment Man-
agement is paying particular
attention to both financial and
non-financial risks through
"ESG Plus,” a proprietary strat-
egy that recognizes the grow-

ing number of risks outside of
typical ESG factors.

“We firmly believe that
non-financial risks today will
become the financial risks of
the future,” says Mr. Lund-
rigan. “The plus is where the
opportunities lie. You need to
make sure you're investing in
the right industries and compa-
nies to get higher returns.”

He cites the company's
early investments in the clean
energy sector, as well as its
decision to reduce exposure to
certain energy and transporta-
tion companies, as examples.

Embedding ESG

across the portfolio

While many corporations and
investment firms have set up
separate teams and commit-
tees to assess sustainability
and ESG issues, Mr. Lundrigan
says Sun Life's institutional
investment management team
incorporates ESG directly into
all of its investment decisions.
This approach allows all invest-
ment decisions to be viewed
through a lens of total long-
term sustainable growth and
revenue.

"The ESG Plus approach is
not something that people do
off the side of their desks. It's
an integrated part of what we
are doing and will continue to
shape how we manage our
portfolios,” says Mr. Lundrigan
and the firm has a long history
of integrating ESG consider-
ations into its decisions. It
was the first major Canadian
life insurer to sign the United
Nations' Principles for Respon-
sible Investment and the firm
has been a member of the
Dow Jones Sustainability Index
for the past 13 years. (This
applies to Sun Life Assurance
Company of Canada’s General
Account and Sun Life Institu-

As President of Sun Life Institutional
Investments (Canada) Inc., a Sun
Life Investment Management
company, Eugene Lundrigan is an
advocate for understanding the
impact non-financial risks can play in
future events and trends.

tional Investments (Canada)
Inc., a Sun Life Investment
Management company.)

Now, with more than a
decade of experience, Mr. Lun-
drigan believes that sustainable
investing will remain a focus
for investors. “Clients are driv-
ing a lot of the focus on ESG,”
says Mr. Lundrigan, citing an
example of pension plans that
increasingly require that their
investments are aligned with
broader sustainability prin-
ciples.

"How you are perceived as
a good corporate citizen and
your company’s reputation and
brand become a big part of
how your company creates and
maintains value,” says Mr. Lun-
drigan. "It means responding
to these risks is more impor-
tant today than ever before.”
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