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Executive summary

This report presents results of the regular survey by onValues of the Swiss sustainable
investment market per end of Dec. 2007. A total of 19 managers reported their assets under
management (AuM) in a range of different sustainable investment styles?.

The size of this market according to the survey amounts to 30.0 billion CHF per end of 2007,
which corresponds to an increase of 67% compared to the same value per end of December
2006. In comparison, the total Swiss fund market decreased by 1% in the period Dec. 2006
to Dec. 2007. Accounting also for sustainable assets managed in Switzerland on behalf of
foreign subsidiaries or clients, the total figure for the Swiss sustainable investment market
rises to 34.0 billion CHF per end of 2007.

Funds account for approximately 55%, mandates for 41% and structured products for 3.4%
of the total market volume. In terms of different investor types it is interesting to note the
impressive ‘surge’ of investments by retail and private banking clients in this market. For the
first time these investors have overtaken institutional investors in terms of their total
investment volume. This is also due to the increased interest by private banking institutions
and their clients in sustainable investments. Equity remains by far the most important asset
class (83% of total AuM, having increased from a value of 73% for the June 2007 survey),
followed by fixed income, liquidity and private equity. In terms of the different investment
approaches used we observe a further increase in importance of sustainable themes
investing, which partly goes at the expense of positive screening/best-in-class investments.
An interesting development is also the larger share of funds that actively use their equity
voting rights compared to previous surveys.

This report also presents results of a special asset manager survey on sustainable themes
investing in Switzerland per end of 2007. The three most important themes (Climate change,
Renewable energy/Energy efficiency and Sustainable water) were assessed in detail. Total
AuM for these three themes amounted to 21.67 billion CHF per end of 2007, of which 11.98
bilion CHF focused their selection of investments on theme exposure, another 9.69 billion
CHF also included an analysis of the environmental, social and governance (ESG)
performance of holdings. The established Sustainable Water theme is the one attracting the
largest share of assets (especially if investments without additional ESG analysis are
included); the younger Climate Change theme has the lowest figure for AuM but a high
growth rate.

Theme investing appears to be driven mainly by retail/private banking clients (80% of total),
with only the more established Sustainable Water theme (and to a certain extent also the
Renewable energy theme) attracting a higher share of institutional clients. Theme
investments are also exclusively in equity (approx. 68% large-caps, 27% small/mid-caps and
small amounts of private equity and other investment types).

Asked about the motives of investors in sustainable themes, survey participants pointed to
an almost balanced combination of financial and ‘altruistic’ motives: investors’ belief that
theme investing is interesting from a financial performance and from a portfolio diversification
point of view was seen as almost equally important to contributing to sustainable
development and to solving social concerns.

Y Including Socially Responsible (SRI), sustainability, ethical, engagement and sustainable theme investment
styles; the survey is estimated to cover over 95% of the total Swiss sustainable investment market.
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The participating asset managers — in spite of current turbulent times on stock markets — are
quite bullish about the future prospects of sustainable themes. Most of them expect an
above- or strongly above-average growth rate compared to the Swiss fund market for all
three themes (particularly pronounced for Renewable energy/Energy efficiency).

The survey also asked participants to highlight emerging themes for the next 2-3 years. The
most frequently mentioned ones were (in decreasing order of importance):

Sustainability issues in emerging markets (e.g. infrastructure, energy and
environmental aspects). Participants seem convinced that the combination of
interesting investment opportunities and the huge sustainable development
challenges in emerging markets offers potential for interesting investment products
satisfying both the ‘altruistic’ and the financial motives of investors.

New materials/recycling

Sustainable commodities (e.g. timber and second-generation biofuels)

Microfinance and other strategies to combat poverty (seen as important but leading to
lower AuM than the top themes)

Healthy living (seen as important but leading to lower AuM than the top themes).

Asked about future challenges for sustainable themes investing, participants stressed the
following key challenges (in decreasing order of importance):

Exaggerated investor expectations with regard to risk-adjusted returns

Limited investment universe and risk of ‘bubble’ building

Risk of investors being deluded by low-quality concepts (including the definition of
sustainable themes) and products brought to the market by opportunistic managers
The need to propose new, innovative themes and backing them up with know-how
and capacity.
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1. Introduction

Since the end of 2005, onValues has performed half-yearly surveys of the Swiss sustainable
investment market (including Socially Responsible (SRI), sustainability, ethical, engagement
and sustainable theme investment styles). This report presents the results of the survey per
end of December 2007. It also includes results of a special focus survey on the Swiss market
for sustainable theme investments also per end of December 2007.

It is important to note that the goal of this survey is to assess the market of specialist
sustainable investment products or mandates, and not to assess the degree to which
environmental, social and governance considerations are increasingly being used to manage
mainstream portfolios. Therefore the results of this survey should not be seen as an
indicator of total - probably considerably larger - assets-under-management for which
environmental, social and governance considerations are taken into account.

The two surveys were part-sponsored by and overseen by a committee of representatives of
the following Swiss financial institutions: Bank Sarasin, Ethos, SAM, Swisscanto, UBS,
Vontobel and Zircher Kantonalbank.

2. Methodology

It was decided for the purposes of the Dec. 07 survey to completely align the data collection
methodology to the new EuroSIF (European Social Investment Forum) methodology?. This
will facilitate the comparability and aggregation of data at the European level.

The Swiss surveys presented in this report therefore include all sustainable assets managed
in Switzerland (i.e. for which the asset management function is located in Switzerland).
Previously, Swiss surveys included only Swiss asset managers, funds approved for public
distribution in Switzerland and mandates for investors whose client relationship was based in
Switzerland. The impact of this change in methodology is shown transparently in this report
by indicating the results according to the old and to the new methodology.

Data are collected directly from the asset managers by means of customized data sheets®.
onValues then aggregates the information at the level of the entire market. The data
collection and aggregation is supervised by a Committee of representatives of the Swiss
financial institutions mentioned in the Introduction.

The following asset classes are evaluated” (strategic, not actual asset allocation is
surveyed):

* Equity
 Fixed income
* Liquidity

2 According to EuroSIF “.. a national market is defined by the country where the assets are being
managed (i.e. where the asset management team is located)”
3 Data are based on the declaration of providers and are not verified externally
* The survey on theme investments additionally distinguishes between large-cap and mid-/small-cap
equity
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* Private equity
» Others.

The survey assesses the following sustainable investment approaches (multiple mentions
are possible):

* Negative screening

» Positive screening/"best-in-class”
» Sustainable themes

* Proxy voting

* Engagement.

For ‘Sustainable themes’ investments to qualify for the overall Swiss market survey, it is not
enough that an investment vehicle or a mandate focus on the exposure of companies to
specific sustainable themes (e.g. climate change, renewable energy). An additional analysis
of the environmental, social and/or governance performance of the investee companies must
be part of the investment process®.

® The survey on theme investments indicates the total market volume for sustainable theme
investments with and without this additional requirement
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3. Results for the Swiss sustainable investment market

The following table shows results of the Swiss sustainable investment market survey per end
of Dec. 2006, June 2007 and Dec. 2007 (all data according to the old survey methodology).

For comparison, also data on the total Swiss fund market is included in the table.

million CHF |Volume |Volume |Volume Change Change
Dec 06 June 07 [Dec 07 Dec 07 vs. |Dec 07 vs.
June 07 Dec 06
Swiss sustainable |Funds 8829 13860 16971 22% 92%
investment market
Mandates 8811 10619 11838 11% 34%
Str. products 283 507 1164 130% 312%
Total 17923 24985 29973 20% 67%
Swiss fund market |Funds 607300 630889 600495 -5% -1%

The total volume of the sustainable market in terms of assets under management (AuM) is
30.0 billion CHF per end of December 2007, which corresponds to an increase of 67%
compared to the same value per end of December 2006.

Particularly impressive is the increase in AuM for sustainable structured products (+312% ©)
and for sustainable funds (+92%) in the period. In comparison, the total Swiss fund market
volume (as indicated by Swiss Fund Data) decreased by 1% in the period Dec. 06 to Dec.
07.

The figures according to the new methodology compatible with European statistics yield an
even larger volume for the Swiss sustainable investment market. The following table shows
results according to the new and to the old methodology per end of Dec. 2007.

million CHF |Volume Difference |Volume
Dec 07 - Dec 07 -
New meth. Old meth.
Funds 18839 1868 16971
Mandates 13998 2160 11838
Str. products 1164 0 1164
Total 34001 4028 29973

The total volume of the sustainable investment market amounts to 34.0 billion CHF according
to the new methodology. The difference to the old methodology is mainly due to large white
label funds or mandates managed in Switzerland on behalf of foreign clients or subsidiaries.

Funds account for approximately 55%, mandates for 41% and structured products for 3.4%
of the total market volume.

® This figure can be compared with the growth of the entire Swiss market for structured products,
which amounted to +15.3% in the first eleven months of 2007 according to the SVSP (end of year data
not available yet).
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The following graph shows the time series for the volume of the Swiss sustainable
investment market between Dec. 1996 and Dec. 2007. One can see that the growth rate in
the second half of 2007 has somewhat decreased compared to the previous periods, but this
is mainly due to the negative performance of stock markets in the second half of 2007 (83%
of Swiss sustainable assets are invested in equity).

Swiss sustainable investments Dec. 1996 to Dec. 2007
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*) Mandates were assessed for the first time in the Dec. 2005 survey; in Dec. 2007 for the first time also assets
managed in Switzerland on behalf of foreign clients or subsidiaries were evaluated (included in yellow bar).

All asset managers that had participated in the previous survey also contributed to the
current survey. Participating institutions for the current survey include:

* Bank Coop
» Care Group
* Credit Suisse

e Dr. Holler

« EPS Value

e Ethos

« LODH

* Migros Bank
* Pictet

» Raiffeisen

* responsAbility
« SAM

e Sarasin

* Swisscanto

* Synchrony

» UBS
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