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Key takeaways

o Strong similarities demonstrated between the
Resource Efficiency Factor in Developed Markets,
and Emerging Markets

o RE identifies a distinct and uncorrelated source
of alpha, with Efficient companies outperforming
Inefficient companies since 2019, when our
Emerging Market dataset begins

o Traditional factor analysis continues to show EM
RE are aligned with quality-type characteristics

¢ Low correlations are observed between the
RE factor and standard ratings providers,
as well as DM RE

*  We see that Efficient companies tend to beat their
analyst estimates, and Inefficient companies tend
to miss them

Unless otherwise mentioned, throughout this piece EM refers to companies in the MSC| Emerging Markets Index. DM refers
to companies in the MSCI World Index. Efficient refers to an equally weighted bucket of the top half most resource efficient
companies. Inefficient refers to an equally weighted bucket of the top half most resource inefficient companies.

Our research has concluded that Resource Efficiency
(RE) is a factor which identifies high quality companies
with strong management teams generating a
competitive advantage. We believe that RE captures
the intangible value of environmental resilience and
mitigates long-term climate change risks.

We first observed these characteristics in the

DM, but they are also pervasive in the EM. This is
important in two ways. Firstly, it allows us to directly
port our DM expertise to the EM and to apply our
research to this new market. Secondly, this positive
out of sample test of our signal supports the efficacy
of our work in the DM.

Resource Efficient companies tend to outperform
Resource Inefficient

We have identified a consistent independent
alpha signal in the Emerging Markets.

Figure 1 shows the performance of the top third most
efficient companies in every sector in green, and the
bottom third in purple. Not only do Resource Efficient
companies consistently beat Resource Inefficient
companies, but they also beat the MSCI Emerging
Markets index, whereas the Inefficient companies
perform less well financially than the wider index.

When we use the Barra Emerging Markets Equity
(EMM1) risk model to attribute the performance
difference between efficient and inefficient companies,
we see that the 1.4% annualized positive total

active return is predominantly driven by the specific
component at 2.4%*. This indicates that, in our
research environment (before adding risk controls),
we are not simply capturing betas from country,
industry, or factor exposures; rather, resource-efficient
companies themselves are outperforming. In fact, over
this period, common factors collectively detracted
from total active return by -0.6%*.

Specific return is what we target, and the positive
value evidences the RE factor being an independent
source of alpha. When we construct portfolios in a
risk-controlled fashion, we aim to reduce our exposure
to common factors, and maximise our exposure to RE
within risk bounds.

*data from 31 August 2019 — 31 December 2024
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Return Profile
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Figure 1 - We analyse gross compounded returns with dividends reinvested of companies in the MSCI Emerging Markets Index (excluding financials & tobacco) during the time period from

31 August 2019 to 31 December 2024. This graph shows the return profiles of companies that are split into three groups: the most Resource Efficient companies (top third in green), the least
Resource Efficient companies (bottom third in purple), and the non-disclosing companies (grey) for which we have inadequate Resource Efficiency data. We also show the performance of the
MSCI Emerging Markets Index (excluding financials & tobacco). All portfolios are equal-weighted with sector weights forced to be proportional to the benchmark. No representation is being
made that an Osmosis strategy will achieve the Efficient performance shown. Source: Osmosis IM, MSCI, Bloomberg, S&P, FactSet. Past performance is not an indication of future performance.
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Figure 2 - Note: The analysis uses the MSCI Emerging Markets Index as the starting universe. All portfolios and the index are equal-weighted. Efficient, Inefficient, Total Active, Residual,
Common Factor, and Specific returns are calculated using Barra's EMMI risk model, where Active is the excess of the Efficient portfolio over the Inefficient portfolio, Residual excludes currency
effects, and Residual is further split into explainable Common Factors (sector, country, style) and Specific (unexplained). . The Efficient and Inefficient portfolios used in the attribution were
constructed based on the most Resource Efficient companies (top third in green) and the least Resource Efficient companies (bottom third in purple) in each Osmosis sector. All return numbers
are annualised. Sample period: 31 August 2019 to 31 December 2024. The start date is exogenously determined by the environmental data availability for companies in the index. We analyze
gross compounded returns with dividends reinvested. Source: FactSet, MSCI, Osmosis Investment Management.
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Factor exposures are similar across both markets

Efficient companies in both DM and EM tend to be more profitable with higher asset turnover.
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Figure 3-Note: The analysis for the top chart uses the MSCI Emerging Markets Index as the starting universe. The bottom chart uses the MSCI World Index for comparison. Companies in the
index are split into two research portfolios using Osmosis’ Resource Efficiency score as the sorting variable: the most Resource Efficient companies (top half in blue or green) and the least
Resource Efficient companies (bottom half in yellow or purple). We show z-scores that are calculated to show the standard deviations that a company’s financial metric is away from the yearly
sector mean. The height of the bars shows the average z-score across all companies. The error bars at the top of the columns represent the 95% confidence interval of the mean. Sample
period: 31 August 2019 to 31 December 2024. The start date is exogenously determined by the environmental data availability for companies in the index. Source: FactSet, OIM.

Resource Efficient companies tend to exhibit factors
associated with quality. In the DM we see that they are
typically more profitable, have higher return on equity
(ROE) and higher asset turnover (how much they are
using their assets to generate sales, or put another way
how much they are 'sweating their assets'). We also

see that they are underlevered, investing in R&D, and
generally more expensive than their inefficient peers.

We see very similar factor exposures in the EM.
Although EM RE companies do not currently show the
same statistical significance in terms of the leverage,
earnings yield or size, there is strong consistency
across the other factors.

The pervasiveness of the factor exposures suggests
that we are not looking at a separate EM RE factor and
DM RE factor. Instead, the evidence suggests that we
are identifying the same principles across both markets.
RE is thus not an anomaly only observed in the DM, but
a fundamental pattern, observable across the world.
This allows us to hit the ground running in the EM as it
enables us to utilise the research and expertise that we
have developed in the DM and apply it here.

This research can also be viewed as an out of sample
test for DM RE. We have taken the thesis that we have
developed in the DM and directly applied it to the EM.
The similarities in the EM reinforces the efficacy of the
signal in the DM, where it was originally developed.
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Uncorrelated to standard ratings providers

RE is picking up information that is not captured
by traditional ratings providers.

RE is an independent and uncorrelated investment
signal based on publicly reported, objective, and
quantifiable indicators. Our research uniquely

focuses on the economic realities of environmental
sustainability through objective, reported data. We do
not use estimations.

The RE Score and the underlying carbon, water, and
waste scores show no correlation to ESG scores from
third party data providers. Our belief is that vendors
lack a consistent approach to defining, measuring, and

weighting sustainability issues amongst each other,
resulting in low correlations between their ESG scores,
as well as with ours.

Not only do we see low correlations between the

RE score and third-party data providers, but we also
see low correlations between the active and specific
returns from DM RE and EM RE, with correlations of
0.03 and 0.08, respectively. This demonstrates that
despite the similarities between the DM RE and EM RE
signals, there are still positive diversification benefits

to investing in both markets. This is driven by distinct
economic environments, regulations, and sector-specific
dynamics unfolding at different times.

RE is uncorrelated to ratings providers
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Figure 4 - Note: The analysis uses the MSCI Emerging Markets Index as starting universe. We show the correlations between Osmosis’ environmental factor scores (Resource Efficiency, Carbon,
Water, and Waste) and ESG scores from different data vendors. ‘Env’ indicates scores that are solely based on the environmental pillar. A higher percentage number indicates a higher corre-
lation between the two respective metrics in question. Sample period: ESG data covers the period January 2024 to December 2024 and corresponding Resource Efficiency data over the same
time period. The date is determined by the fact that we use the latest date for which we have Osmosis’ factor scores. Source: Bloomberg, Osmosis Investment Management.
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Resource Efficient companies are more likely to beat analyst EPS estimates

This differential is consistent across both markets.
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Figure 5 - Note: We analysed the Earnings Surprise of companies that report sufficient environmental data to assess their Resource Efficiency. The analyses use the MSCI World Index and MSCI
Emerging Markets Index as starting universes, respectively. Companies in the index are split into two research portfolios using Osmosis’ Resource Efficiency score as the sorting variable: the
most Resource Efficient companies (DM - top half in green, EM - top half in blue) and the least Resource Efficient companies (DM - bottom half in purple. EM - bottom half in yellow). We show
z-scores that are calculated to show the standard deviations that a company's financial metric is away from the yearly sector mean. The height of the bars shows the average z-score across

all companies. The error bars at the top of the columns represent the 35% confidence interval of the mean. Sample period for DM: 31/12/2005 to 31/12/2024. Sample period for EM: 31 August
2019 to 31 December 2024. For EM, the start date is exogenously determined by the environmental data availability for companies in the index. Source: FactSet, Osmosis IM.

The alpha that we capture in the DM demonstrates
that existing financial characteristics are not able to
fully explain the performance differential between
Efficient and Inefficient companies.

Studying analyst forecasts, we find that the RE factor
serves as an indicator for companies that tend to
surprise on the upside versus those that disappoint
relative to analyst estimates. While this is not yet as
statistically significant in the EM as it is in the DM,

we are beginning to see a similar trend emerging. This
begins to provide some explanation of how RE is being
rewarded by the market.

Conclusion

Our research demonstrates that RE is a distinct

and uncorrelated source of alpha, not captured by
traditional financial factors or by mainstream ESG
ratings. Our RE factor, constructed through rigorous
environmental and quantitative research is uniquely
driven by our proprietary data and consistently
identifies high-quality companies. It acts as an early
indicator of strong management teams, and we see
this reflected in better fundamentals. Across both
DM and EM, RE outperformance is primarily driven
by the resource efficient companies themselves,
rather than by country, sector, or other common
factor betas and we observe that companies scoring
highly on RE more often than not exceed analyst
forecasts, while the opposite is true for their inefficient
peers. By integrating our RE factor into investment
portfolios, we seek financial outperformance and see
a meaningful improvement in environmental impact.
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Important Information

Global Investors

This report is issued in the UK by Osmosis Investment Management UK
Limited ("Osmosis UK"). Osmosis UK is authorised and regulated by the
Financial Conduct Authority "FCA" with FRN 765056. This document is a
“financial promotion" within the scope of the rules of the FCA. In the United
Kingdom, the issue or distribution of this document is being made only to
and directed only at professional clients (as defined in the rules of the FCA)
("Professional Clients"). This document must not be acted or relied upon

by persons who are not Professional Clients. Any investment or investment
activity to which this document relates is available only to Professional
Clients and will be engaged in only with Professional Clients.

US Investors
This document is issued by Osmosis Investment Management US LLC
("Osmosis US").

Australian Investors
This document is issued by Osmosis Investment Management AUS Pty Ltd
("Osmosis AUS").

Osmosis UK, Osmosis US and Osmosis AUS are wholly owned subsidiaries
of Osmosis (Holdings) Limited ("OHL"). Osmosis UK is regulated in the UK
by the FCA. Osmosis US is a registered investment advisor with the SEC
in the US and Osmosis AUS is a corporate authorised representative of
Eminence Global Asset Management Pty Ltd (AFSL 305573). Registration
with the SEC does not imply any level of skill or training.

Information in this presentation is intended to be viewed in its entirety.
The reproduction, downloading, streaming or other disclosure of such
information, in whole or in part, without prior consent of Osmosis is
prohibited. Neither this presentation, nor any copy of the information
available on it, may be taken into or transmitted in any jurisdiction where
it would be unlawful to do so.

The information contained in this document has been obtained by
Osmosis from sources it believes to be reliable but which have not been
independently verified. Information contained in this document may
comprise an internal analysis performed by Osmosis and be based on the
subjective views of, and various assumptions made by, Osmosis at the date
of this document. Osmosis does not warrant the relevance or correctness
of the views expressed by it or its assumptions. Except in the case of
fraudulent misrepresentation or as otherwise provided by applicable law,
neither Osmosis nor any of its officers, employments or agents shall be
liable to any person for any direct, indirect or consequential loss arising
from the use of this document.

Investments like these are not suitable for most investors as they are

speculative and involve a high degree of risk, including risk of loss of capital.

There is no assurance that any implied or stated objectives will be met. This
material is provided for illustrative purposes only.

This document alone does not constitute: a recommendation by, or advice
from, Osmosis or any other person to a recipient of this document on

the merits or otherwise of participating in the products, investments and
transactions referred to in this document; a guarantee, forecast, projection
or estimate of any future returns (or cash flows) on any investment; or
investment, tax or other advice. Potential investors should read the relevant
fund's prospectus or offering memorandum, and consult their own legal, tax,
accounting and other professional advisers before making any investment.

Performance

NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR
IS LIKELY TO ACHIEVE PROFIT OR LOSSES SIMILAR TO THOSE SHOWN.
Information is shown to support the Osmosis research process, no
representation is being made that an Osmosis strategy will achieve the
Efficient performance shown.

Past performance is not an indication of future performance. Different types
of investments and/or investment strategies involve varying levels of risk,
and there can be no assurance that any specific investment or investment
strategy will be profitable. No current or prospective client should assume
that future performance will be profitable, equal the performance results
reflected, or equal any corresponding historical benchmark index. For
reasons including variances in fees, differing client investment objectives
and/or risk tolerance, market fluctuation, the date on which a client engaged
Osmosis's services, and any account contributions or withdrawals, the
performance of a specific client's account may have varied substantially
from the referenced performance results. In the event that there has been a
change in a client's investment objectives or financial situation, the client is
encouraged to advise us immediately. It is important to remember that the
value of investments, and the income from them, can go down as well as

up and is not guaranteed and that you, the investor, may not get back the
amount originally invested. Any forecast, projection or target where provided
is indicative only and is not guaranteed in any way. Osmosis accepts no
liability for any failure to meet such forecast, projection or target.

Investment Examples The investment examples set forth in this
presentation should not be considered a recommendation to buy or sell
any specific securities. There can be no assurance that such investments
will remain in the strategy or have ever been held in the strategy. The
case studies have been selected to be included in this presentation based
upon an objective non-performance basis because we believe these are
indicative of our strategy and investment process. Nothing herein shall be
deemed to limit the investment strategies or investment opportunities to
be pursued by Osmosis.

Information pertaining to Osmosis's advisory operations, services, and fees
are set forth in Osmosis's current disclosure statement (Form ADV Part 2A),
a copy of which is available from Osmosis upon request and from the SEC
at http://www.adviserinfo.sec.gov. Information regarding OHL is available
from us upon request.

Benchmarks. The historical index performance results for all benchmark
indexes do not reflect the deduction of transaction, custodial, or
management fees, the incurrence of which would have the effect

of decreasing indicated historical performance results. Indexes are
unmanaged and are not available for direct investment. The historical
performance results for all indices are provided exclusively for comparison
purposes only, and may or may not be an appropriate measure to

provide general comparative information to assist an individual client or
prospective client in determining whether Osmosis performance meets,
or continues to meet, his/her investment objective(s). The referenced
benchmarks may or may not be appropriate benchmarks against which an
observer should compare our returns.

The MSCI World Index captures large and midcap representation across
23 Developed Markets countries. With 1,645 constituents, the index
covers approximately 85% of the free float-adjusted market capitalization
in each country.

The MSCI Emerging Markets Index captures large and mid cap
representation across 24 Emerging Markets (EM) countries. With 1,440
constituents, the index covers approximately 85% of the free float-adjusted
market capitalization in each country.
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