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Nick Edgerton, Research Analyst, Sustainable Alpha Team
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Blindspots in Company Valuation:
Uncovering out-performance through
understanding sustainable property
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Outline

1. Sustainable investment in one paragraph
2. Getting from sustainability issues ... to pricing risk and growth

3. Investors are from Mars and green buildings are from Venus...
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Sustainable investment in one
paragraph

o

B e R i R e R e e R B = e e St i
fdsdEadadadddddadadaddddddadidadadd

- ool
sl
wealeli ol ol o o

ofienfenfinliali-efi-
-

ool

o i i il
o R e o ol
w L4

i o ool il

EEAELERL
Enssnadadi
hnkih e

B
ARRAALALELR LR
i
i
i
i
L
i
L
i
i
i
i

EnEmseddid

LT T T PP P e
dadr Al da

ok bk bk ik

A el it ol P Pl
o il il

P N et N N 4

e e e e
S

N S e e e e

FddaFa SRR EE R R R 4 0




A short history of everything

Official Emblem for International Anti-Apartheid Year

Principles
for Responsible

Investment
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Getting from sustainabillity issues...
to pricing risk and growth
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Company value

Analysis shows
75% of the value
of the typical Australian company
IS made up of intangibles

Source: AMP Capital Sustainable Alpha Analysis,
ASX Top 200 Companies. (Dec 2007)
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Adding value through researching more dimensions

Human capital
management,
culture and
leadership

Are staff aligned
through good OH&S
and values

Are management
managing risk well
out of the public eye

Are the community and
tenants likely to support

Firm strategy
Operational capability
Competitive analysis

Risk assessment
Management quality

Good risk management
of supply chain

How are voter values
driving government

policy

Are stakeholders being
considered to limit risk
to brand

Good governance is
insurance for when
things go wrong
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Uncovering value: green investment

Basis points

Impact of 10% increase in energy efficiency

200

150 -

100 -

50 -

B Increase in market value |l Increase in effective rent

Kok et al (2009)

T
I R . TR
EENRRECR AN ANV R ER L Lk ) i
i

L
L
kL

INVESTORS




Uncovering value: green investment

Tenants willing to
pay a green premium

Pay the

same Green buildings cost roughly 2% more
to build in contrast to public
perception expressed by business
leaders that green buildings are on

average 17% more expensive
5% - 10%
more

1% - 5%
more

Source: WBCSD 2007, JLL 2007, Good Energies 2009
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Measure the right things — finding Quadrant Il

Quadrant Il
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Link to Total Shareholder Return or Asset Premiums™

* AMPCI interpreted TSR data from Watson Wyatt (2001); Kok et al (2009)
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Measure the right things — finding Quadrant |l
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* AMPCI interpreted TSR data from Watson Wyatt (2001); Kok et al (2009)
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Company valuation

Price = Cash Flow grown over time and discounted

= Cash Flow

[ risk free rate + -

e Impact on operating margins
Impact on growth
e Impact on revenue growth

e Impact on risk premium

HOEHE =amp capital
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Investors are from Mars and
green buildings are from Venus...
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Four Reasons for planetary non-alignment

1. Investors are unclear where
to look for the value
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Four Reasons for planetary non-alignment

1. Investors are unclear where to B Econ/Fin
look for the value

One size fits all ?

2. Investors do not have the tools
to analyse the map

3. Investors do not have the
expertise to use the tools




Four Reasons for planetary non-alignment
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Investors are unclear where to

look for the value Cash flow

to analyse the map

Investors do not have the tools| risk free rate -

Investors do not have the Management
expertise to use the tools quality

Social
Investors are not sure how  Committed property
to unlock the value to great ~ workforce Workplace Government
effect safety support

Loyal tenants .
Climate change
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Important note

Neither AMP Capital Investors Limited (ABN 59 001 777 591) (AFSL 232497), nor any
other company in the AMP Group guarantees the repayment of capital or the performance
of any product or any particular rate of return referred to in this presentation.

Past performance is not a reliable indicator of future performance.

While every care has been taken in the preparation of this document, AMP Capital
Investors makes no representation or warranty as to the accuracy or completeness of any
statement in it including, without limitation, any forecasts.

This document has been prepared for the purpose of providing general information,
without taking account of any particular investor’s objectives, financial situation or needs.
An investor should, before making any investment decisions, consider the appropriateness
of the information in this document, and seek professional advice, having regard to the
investor’s objectives, financial situation and needs.

This document is solely for the use of the party to whom it is provided.
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