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“As an asset class, listed infrastructure has a number of
attractive investment characteristics, but it's often
carbon-intensive.”

“We wanted to find a way to help our clients access the
asset class while pursuing a climate transition pathway.’

— INDIRA SABITOVA, PORTFOLIO MANAGER, MERCER

Listed infrastructure benefits come at a carbon cost

As an asset class, listed infrastructure has in the past demonstrated a number of
attractive investment characteristics, examples from FTSE Russell research
include:

e Greater inflation sensitivity than conventional equities?
e Defensive qualities and resilience during market downturns?
e Possible yield enhancement?®

However, these benefits often come at a cost in terms of carbon emissions.
According to a 2021 study by UNOPS, UNEP and the University of Oxford*,
infrastructure is responsible for 79 per cent of all greenhouse gas emissions and
88 per cent of all adaptation costs. For example, the greenhouse gas emission
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intensity of electricity-producing utility companies is often higher than necessary
to meet climate change goals.

Mercer asked FTSE Russell to research whether it would be possible to create
an equity portfolio that retained the core investment characteristics of
infrastructure, while committing to a climate transition pathway.

The FTSE Global Core Infrastructure TPI Climate
Transition Index

The FTSE Global Core Infrastructure TPI Climate Transition index takes the
stocks from three core infrastructure sectors (transportation, energy and
telecommunications) and adjusts stock weights to account for the risks and
opportunities associated with the transition to a low-carbon economy

Four climate change considerations are used to determine the index’s constituent
weights: fossil fuel reserves, carbon emission intensity, climate governance

and carbon performance. Companies involved in controversial activities are
removed from the index.

Fossil fuel reserves e Underweight companies with fossil fuel reserves

Over or underweight companies according to their

Carbon emissions greenhouse gas emissions

Sector neutrality

Over or underweight companies according to their
climate governance activities — aligned with the
Management quality Taskforce on Climate-related Financial
Disclosures’ recommendations

Regional industry neutrality

Over of underweight companies according to their
forward-thinking commitments to carbon emissions
pathways — aligned to Paris Agreement and
2DC/below 2DC warming scenarios

Source: FTSE Russell.

The index combines FTSE Russell’s expertise in climate data and sustainable
investment index design with the Transition Pathway Initiative’s (TPI) analysis of
how the world’s largest and most carbon-exposed/carbon-intensive public
companies are managing the climate transition.

The index serves as the underlying performance measurement target of a
passive equity portfolio.

Adjusting infrastructure index
weights for the low carbon
transition

The FTSE Global Core Infrastructure
TPI Climate Transition Index measures
the performance of equities in three
core infrastructure sectors
(transportation, energy and
telecommunications). Constituent
weights are adjusted to account for the
risks and opportunities associated with

Additional information

For more information on the FTSE
TPI Climate Transition Index
Series, visit our website.

For more information on our range
of products and services, visit
ftserussell.com
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About FTSE Russell

FTSE Russell is a leading global provider of benchmarks, analytics and data
solutions with multi-asset capabilities, offering a precise view of the markets
relevant to any investment process. For over 30 years, leading asset owners,
asset managers, ETF providers and investment banks have chosen FTSE
Russell indexes to benchmark their investment performance and create
investment funds, ETFs, structured products and index-based derivatives. FTSE
Russell indexes also provide clients with tools for performance benchmarking,
asset allocation, investment strategy analysis and risk management.

To learn more, visit ftserussell.com; email info@ftserussell.com; or call your regional
Client Service Team office
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© 2023 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The LSE Group includes (1) FTSE International
Limited (“FTSE”), (2) Frank Russell Company (“Russell”), (3) FTSE Global Debt Capital Markets Inc. and FTSE Global Debt Capital Markets Limited
(together, “FTSE Canada”), (4) FTSE Fixed Income Europe Limited (‘FTSE FI Europe”), (5) FTSE Fixed Income LLC (“FTSE FI”), (6) The Yield Book
Inc (“YB”) and (7) Beyond Ratings S.A.S. (“BR”). All rights reserved.

FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, YB and BR. “FTSE®”, “Russell®”, “FTSE Russell®”,
“FTSE4Good®”, “ICB®”, “The Yield Book®”, “Beyond Ratings® and all other trademarks and service marks used herein (whether registered or
unregistered) are trademarks and/or service marks owned or licensed by the applicable member of the LSE Group or their respective licensors and are
owned, or used under licence, by FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, YB or BR. FTSE International Limited is authorised and
regulated by the Financial Conduct Authority as a benchmark administrator.

All information is provided for information purposes only. All information and data contained in this publication is obtained by the LSE Group, from
sources believed by it to be accurate and reliable. Because of the possibility of human and mechanical error as well as other factors, however, such
information and data is provided "as is" without warranty of any kind. No member of the LSE Group nor their respective directors, officers, employees,
partners or licensors make any claim, prediction, warranty or representation whatsoever, expressly or impliedly, either as to the accuracy, timeliness,
completeness, merchantability of any information or of results to be obtained from the use of FTSE Russell products, including but not limited to
indexes, data and analytics, or the fitness or suitability of the FTSE Russell products for any particular purpose to which they might be put. Any
representation of historical data accessible through FTSE Russell products is provided for information purposes only and is not a reliable indicator of
future performance.

No responsibility or liability can be accepted by any member of the LSE Group nor their respective directors, officers, employees, partners or licensors
for (a) any loss or damage in whole or in part caused by, resulting from, or relating to any error (negligent or otherwise) or other circumstance involved
in procuring, collecting, compiling, interpreting, analysing, editing, transcribing, transmitting, communicating or delivering any such information or data
or from use of this document or links to this document or (b) any direct, indirect, special, consequential or incidental damages whatsoever, even if any
member of the LSE Group is advised in advance of the possibility of such damages, resulting from the use of, or inability to use, such information.

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing in this
document should be taken as constituting financial or investment advice. No member of the LSE Group nor their respective directors, officers,
employees, partners or licensors make any representation regarding the advisability of investing in any asset or whether such investment creates any
legal or compliance risks for the investor. A decision to invest in any such asset should not be made in reliance on any information herein. Indexes
cannot be invested in directly. Inclusion of an asset in an index is not a recommendation to buy, sell or hold that asset nor confirmation that any
particular investor may lawfully buy, sell or hold the asset or an index containing the asset. The general information contained in this publication should
not be acted upon without obtaining specific legal, tax, and investment advice from a licensed professional.

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown may not
represent the results of the actual trading of investable assets. Certain returns shown may reflect back-tested performance. All performance presented
prior to the index inception date is back-tested performance. Back-tested performance is not actual performance, but is hypothetical. The back-test
calculations are based on the same methodology that was in effect when the index was officially launched. However, back-tested data may reflect the
application of the index methodology with the benefit of hindsight, and the historic calculations of an index may change from month to month based on
revisions to the underlying economic data used in the calculation of the index.

This document may contain forward-looking assessments. These are based upon a number of assumptions concerning future conditions that
ultimately may prove to be inaccurate. Such forward-looking assessments are subject to risks and uncertainties and may be affected by various factors
that may cause actual results to differ materially. No member of the LSE Group nor their licensors assume any duty to and do not undertake to update
forward-looking assessments.

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical,
photocopying, recording or otherwise, without prior written permission of the applicable member of the LSE Group. Use and distribution of the LSE
Group data requires a licence from FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, YB, BR and/or their respective licensors.
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