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Introduction:
a watershed moment

The world is facing major environmental, societal, political and tech-
nical challenges that make our social and corporate responsibility
more important than ever before. The COVID-19 pandemic acted
as a turning point. It gave us all the chance to pause, take stock and
to address the untenable and unsustainable nature of our daily lives.

This watershed moment has prompted many of our entrepreneuri-
al family clients to address various key objectives in relation to fam-
ily values, wealth accumulation and wealth preservation, whilst also
making a positive impact on the world around them. LGT Wealth
Management enables entrepreneurial families to manage wealth
built up outside the family business, in a way that complements the
structure and values of their family enterprise.

In this briefing note, we focus specifically on the increasing impor-
tance of Environmental, Social and Governance (ESG) factors. ESG
covers a wide range of issues from climate change and natural re-
sources (Environmental), to human rights, and privacy and data
security (Social), to diversity and inclusion, and transparency and
corporate governance (Governance). Before, embracing ESG within
business practices was treated as an aspiration rather than a reality.
Increasingly however, it is becoming an imperative for businesses
that wish to remain competitive, as customers, shareholders, em-
ployees, governments and society at large put pressure on business-
es to strengthen their ESG practices.

A 2022 survey by PWC' indicated that family owned businesses have

been slower at embracing ESG practices within their businesses.
However, engagement in social responsibility is in the DNA of fam-
ily businesses with over 82% of respondents in the survey indicating
they engage in activities of social responsibility, and 42% are active-
ly involved in philanthropy. As entrepreneurial families continue to
recover from the global pandemic and look to improve the robust-
ness of their family enterprises against future challenges, diversifi-
cation of family wealth from the main business whilst looking at
sustainable investment solutions provides a unique opportunity to
address varying objectives.

T www.esginvestor.net/climate-tops-esg-priorities-for-us-institutional-investors/
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Sustainable investing can provide entrepreneurial families with a
multitude of benefits to grow, preserve and transition family wealth
in accordance with the family's values and vision of itself.

In its 2022 report, US SIF Foundation recorded a halving in the
overall amount of US assets managed sustainably — USD 8.4 trillion
versus USD 17.1 trillion in 2020 — due to a change in methodology
and an impending tightening of regulation.?

What do we mean by entrepreneurial
families?

A family business is where the members of the same family, or related
family branches, hold a majority interest, or where the owning family
has a transgenerational interest and exerts a dominant influence on
the strategic direction through ownership, governance, management
and vision.?

A business family is a group of legally (through birth, marriage or
adoption), historically and/emotionally connected individuals whose
identity, income and/or wealth are connected through ownership and/
or common objectives and purpose.?

2 www.ussif.org//Files/Trends/2022/Trends%202022 % 20Executive%20Summary.pdf
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Many of the most successful family businesses are those committed
to more than just profitability. A family business' long-term perspec-
tive, gathered as the business passes through the generations,
makes them well-suited to embrace ESG investing. Additional qual-
ities, such as their agility, resilience, sense of purpose and inherent
entrepreneurial spirit, are similarly suited to this different way of
thinking. It is often the case that these businesses already exhibit
strong ESG qualities.

Society, which crucially includes the next generation of family busi-
ness leaders, is increasingly aware of the importance of sustainabil-
ity. As the next generation begins to inherit family businesses, the
focus will increasingly follow the societal shift to aligning invest-
ments with personal values. For these families, maintaining a bal-
ance sheet which provides alternative resources away from the main
family business, could also represent an appropriate means of cul-
tivating family capital, thereby protecting family wealth for both
current and future generations.

Entrepreneurial families can be known to dedicate their lives, both
physically and emotionally, to building a successful business, which
provides a sense of purpose, accomplishment and enables the fam-
ily to maintain their lifestyle. Whilst we continue to determine the
long-term impact of the COVID-19 pandemic on the UK family busi-
ness sector, what is not in doubt is that many have experienced a
significant drop in output.
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As a result, it is important that entrepreneurial families and their
professional advisers work towards ensuring a diversified balance
sheet, that ensures the long-term prosperity of both the family and
the business.

Family entrepreneurship in the UK

The UK has a tradition for promoting entrepreneurship. Small
and medium sized enterprises (SMEs) have always been the bedrock
of the economy; a significant proportion of these SMEs are fami-
ly-owned and managed businesses spanning from household
names, centuries-old institutions to those still controlled by the orig-
inal founders. In fact, 90% of the UK private sector is made up of
family-owned businesses, representing 4.8 million businesses in
total .

Family businesses contribution to the UK economy

=

51.4%

employment

O

£225 billion

Tax

Source: Family Business Research Foundation

4 |FB Research Foundation State of the Nation report 2021 — 22

Sustainable investing

An investment approach that incorporates ESG factors, looks beyond the
financials when evaluating a business or investment process and analyses
the impact it has on the planet and society.
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We want to pass
our values on to
the next generation.

H.S.H. Prince Max von and zu Liechtenstein, Chairman LGT




Entrepreneurial families can be
pioneers in investing family wealth
to make a positive societal change

Ola Adeosun, Partner and Senior Wealth Planner

Family-owned businesses impacted by the nationwide
lockdowns in 2020

The global pandemic demonstrated that small and medium sized,
well-managed businesses are vulnerable to external systemic shocks,
which could have an adverse impact on revenues and profitability.
Where the family's main asset and livelihood is concentrated entire-
ly in the business, this represents a significant diversification risk. As
the family grows and the number of members dependent on the
financial success of the business increases, it becomes even more
important to take the time to review their balance sheet and diver-
sify family wealth.
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Decline of family businesses during lockdown
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Diversifying wealth Potential challenges families face when diversifying wealth:

Maintaining a diversified balance sheet as a family is difficult due = The family fails to obtain appropriate advice
to a multitude of challenges, demands on time and financial resourc- = Alack of time or inclination to consider investments away from
es. The ten domains of family wealth outline the various areas that the family business
an entrepreneurial family may look to address directly or seek pro- = Conviction and commitment by the family in
fessional expertise. This includes issues of family values and vision the business model
for the future, transitioning of wealth to the next generation, wealth = Inability to extract substantial capital out of the business
management and philanthropy. = Concerns of losing control and/or exposing the family's hard-

earned wealth to the vagaries of financial markets

Long-term priorities of family businesses = The idea of building and diverting resources to other areas may
contradict the family’s values and vision

Protect the business as the most important family asset

The ten domains of family wealth

Ensure the business stays in the family

Social impact | Integrated
and financial
philanthropy | management

Create a legacy

Health and Estate planning
well-being and legal issues

Adviser-Client

Create dividends for family members
Risk
management

relationship

Create employment for other family members Learning, Governance
devloping and the and decision
B 2021 rising generation making

Leadership
and transition
planning

| 2018

Source: PwC family business survey, 2021
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Changing perspectives

The problems highlighted by COVID-19 demonstrate some of the
systemic issues within the fabric of our global ecosystem, both social
and environmental. It is clear that, going forward, economic growth
and progress needs to look and feel different. It needs to be more
equitable, with more recognition of societal values and care for the
environment. The pandemic has demonstrated the vulnerability of
our global population, as well as the intrinsic link between our
healthcare systems and the economy. These are challenges that
need to be tackled at a national level, but equally the corporate
sector and specifically financial markets play an integral part. Sus-
tainable investment strategies offer investors the opportunity to
allocate capital to companies that are focused on the long-term
sustainability of our planet and its people.

Why is sustainable investing important now?

Using ESG analysis, alongside financial analysis, provides a holis-
tic way of assessing risk and opportunities. The world faces a mul-
titude of severe challenges including increased plastic pollution from
the personal protective equipment produced in response to COV-
ID-19 pandemic (around 75% of which will end up in landfills or the
ocean), the decreasing availability of safe drinking water and rising
malnutrition in many developing countries, and the tackling of racial
injustice, to highlight just a few. These are not new issues, but the
way that the global standpoint has shifted is.

Mark Carney, former Governor of the Bank of England and now

United Nations Special Envoy for Climate Change and Finance, re-
cently reported that USD 3.5 trillion needs to be invested everyyear
for the next three decades in order to mitigate global warming risks
to the worldwide population. As much as it is socially responsible,
Mr Carney also declared that it is "an enormous investment oppor-
tunity". In recent months we have seen some extremely positive
climate-related commitments from several of the world's superpow-
ers. There has been a wave of countries, including China, committing
to net-zero targets. Russia will cut 30% of their greenhouse gas
emissions by 2030 and Joe Biden recommitted the US to the Paris
Agreement. The new US President has also pledged that the US will
be carbon neutral by 2050 and spend USD 2 trillion on infrastructure
across sectors in order to meet this goal.




Over the course of 2020, there was also dramatic increase in the
number of corporate commitments to net-zero goals. Interestingly,
throughout the tumultuous past 12 months of the coronavirus pan-
demic, we have seen businesses with strong ESG credentials fare
the storm much better than those without.

Number of businesses with net zero goals

Sep 2020
Jan 2020 300% increase

Source: EnviroLab, New Climate Institute

Holistic analysis through a vast range of sustainability metrics

A systemic shift in thinking and acting

Whilst some commentators are dismissing sustainable investing
as the most recent fad, we believe that ESG is in fact a systemic shift
in thinking and acting. If we have learned anything since the finan-
cial crisis in 2008, it is the understanding of how government and
the political willingness has the propensity to shape markets. The
governmental will and capital behind reducing carbon emissions as
the climate crisis rages will provide extraordinary opportunities for
investors for many years to come. We plan to be at the forefront of
this green revolution, and invite our entrepreneurial family clients
to be there too.

Global GDP committed to net zero targets

46% ’ 71% ’

In 2020, less than 50 % In 2021, over 70%
of global GDP committed of global GDP committed

Source: Lazard, Energy & Climate Intelligence Unit, World Bank
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Many of the world's most challenging problems require investment
as a priority. They provide the opportunity for investors to back
businesses tackling social and environmental issues to deliver posi-
tive impact over the long term. Two of the themes that we are most
excited about from an investment and impact perspective are in-
vestments in healthcare and the green transition.

The vital nature of the healthcare sector to the global economy and
society is undeniable, especially in a post-pandemic world. The op-
portunities for investors in healthcare are compelling if care is taken
to select well-run companies that are able to manage their risks,
and create long-term growth by develop\ing and implementing in-

novative solutions.

Major healthcare themes in the portfolios

] Qs

Diagnostics Medical Plasma and
hardware blood distribution
17%

invested in healthcare

LGT Wealth Management
sustainable portfolio

For economies around the world to meet their net-zero targets,
investment will be required across a huge range of industries and
sectors. The visible beneficiaries of this transition will be the
alternative energy vehicle manufacturers and wind and solar farms.
Less obvious participants are the businesses involved at earlier
stages of the lifecycle. For example, companies involved in enhancing
energy efficiency, parts in electric batteries and grid storage.

Major investable themes

y b Eal

Sustainable Renewable Energy

infrastructure energy efficiency
18%
invested in

green transition

LGT Wealth Management
sustainable portfolio
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When it comes to putting these principles into action, investors can
benefit from taking a three pronged approach; responsible, sustain-
able and impact investing. Responsible investing excludes specific
industries or sectors which contravene sustainable growth and de-
velopment such as tobacco companies, or businesses involved in the
manufacture of weapons. The incorporation of ESG analysis as ex-
plained earlier looks to understand both the operational sustaina-
bility of a company, as well as assess the positive contribution the
business makes through the goods and services it produces. Lastly,
an impact investment is an investment with the primary intention
to deliver a measurable positive or environmental benefit, alongside
a financial return. This differs from a sustainable investment as it is
more targeted and includes companies that are directly involved
with tackling the issues — such as those developing renewable en-
ergy technology - or businesses looking to enhance recycling capa-
bilities.

In assessing investments as suitable for sustainable investors, we
look to understand the intentionality of the investment, the level of
integration and the impact generated.

Our sustainable investing philosophy

Intentionality

What drives the organisation,

what is the commitment and mission
behind the allocation of capital?

Integration

What are the business' environmental,
social and governance behaviours, and
how integrated are they?

Impact
What is the impact generated,
and how is it being measured?

21
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Aligning the family's
goals with purpose

The world as we know it is changing at rapid speed and fami-
ly-owned businesses, who have traditionally always taken a long-
term view in decision making, are well equipped to rise to the chal-
lenges ahead. The pandemic has emphasised the need and
importance for entrepreneurial SMEs to have a robust wealth plan-
ning and investment management in place, which may necessitate
a balance sheet of wealth outside the main family business.

Investing family wealth in a sustainable way provides entrepreneur-
ial families with a unique opportunity to align purpose with the
potential for wealth creation and preservation. Sustainable investing
could be an effective tool to engage the next generations in the
family enterprise, and will provide an additional dimension to the
family's shared purpose and vision.

44

The world as we know it is changing
at rapid speed and family-owned
businesses, who have traditionally
always taken a long-term view in
decision making, are best equipped
to rise to the challenges ahead.

Ola Adeosun,
Regional Head of Wealth Planning and Family Governance

Entrepreneurial family journey

v

O

Determine objectives
for current and future
generations of the family

Sk

Quantify family financial
needs and expectations

000
208,

Engage all family stakeholders
in the discussion

iy

Legal and tax advice
to establish suitable structures
for managing wealth

v
Family wealth outcomes
= Diversified wealth balance sheet
= Engagement of the next generation
= Social impact
= Greater family harmony
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The LGT Group is the largest global bank and asset management
group owned by a single family. Through LGT, the Princely Family of
Liechtenstein was early to commit to sustainability, building on the
family's core characteristics of long-term thinking and actions. Over
the years, our commitment to sustainability has consistently grown,
encompassing all areas of our business. Ensuring that our activities
make a positive contribution is a priority, both through the sustain-
able allocation of capital and through our operations. In order to
deliver on our sustainable ambitions, our Sustainability Strategy sets
out our company's binding goals to be reached by 2025, across all
business areas. For more information: www.lgtwm.com/en/com-
mitment/a-sustainable-future/

LGT aims to reduce net emissions from its operations and invest-
ments to zero by 2030. In order to eliminate its net emissions by
2030, LGT has set ambitious targets to reduce its operational emis-
sions. By 2025, for example, it will reduce CO, emissions by 20
percent per full-time equivalent and its energy and paper consump-
tion by 30 percent, both compared with 2017. In addition, LGT aims
to source 100 percent renewable energy by 2025. LGT also aims to
reduce net emissions from its own investments to zero by 2030.
These goals are to be achieved by raising employee awareness, re-
ducing consumption, increasing efficiency and introducing more
environmentally friendly solutions.

Sustainability targets by 2030

Y

100%

renewable electricity and renewable heating source

or district heating

Pl

90%
reduction of Scope 1 and 2 emissions
(baseline year 2019)

P

50%
reduction of flight emissions per FTE*
(baseline year 2019)

I
50%

reduction of paper consumption per FTE*
(baseline year 2019)

* Full time employee
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Important information

LGT Wealth Management UK LLP is authorised
and regulated by the Financial Conduct Authority
Registered in England and Wales: 0C329392. Reg-
istered office: 14 Cornhill, London, EC3V 3NR.

LGT Wealth Management Limited is authorised
and regulated by the Financial Conduct Authority.
Registered in Scotland number SC317950 at Capital
Square, 58 Morrison Street, Edinburgh, EH3 8BP.

LGT Wealth Management Jersey Limited is incor-
porated in Jersey and is regulated by the Jersey Fi-
nancial Services Commission in the conduct of In-
vestment Business and Funds Service Business:
102243. Registered office: Sir Walter Raleigh House,
48-50 Esplanade, St Helier, Jersey JE2 3QB.

LGT Wealth Management (Cl) Limited is regis-
tered in Jersey and is regulated by the Jersey Finan-
cial Services Commission: 5769. Registered Office:
at IFC1, The Esplanade, St Helier, Jersey, JET 4BP

LGT Wealth Management US Limited is author-
ised and regulated by the Financial Conduct Author-
ity and is a Registered Investment Adviser with the
US Securities & Exchange Commission (“SEC").
Registered in England and Wales: 06455240. Reg-
istered Office: 14 Cornhill, London, EC3V 3NR.

This publication is marketing material. It is for
information purposes only. Certain services de-

scribed herein are not available to retail clients as
defined by the FCA or the JFSC, as applicable; please
speak to your investment adviser for further clarifi-
cation in this regard. All services are subject to sta-
tus and where local regulations permit. The wording
contained in this document is not to be construed
as an offer, advice, invitation or solicitation to enter
into any financial obligation, activity or promotion
of any kind. You are recommended to seek advice
concerning suitability from your investment adviser.
Any information herein is given in good faith, but is
subject to change without notice and may not be
accurate and complete for your purposes. This doc-
ument is not intended for distribution to, or use by,
any individual or entities in any jurisdiction where
such distribution would be contrary to the laws of
that jurisdiction or subject any LGT Wealth Manage-
ment entity to any registration requirements. When
we provide investment advice it is on the basis of a
restricted approach that is to say, whilst we review
and advise on retail investment products from the
whole of the investment market.

Investors should be aware that past performance
is not an indication of future performance, the value
of investments and the income derived from them
may fluctuate and you may not receive back the
amount you originally invested.
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