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Creating an ESG-Enhanced Model Portfolio

This exercise guide shows clients how to use Morningstar Direct®™ to find research
from Morningstar on the topic of ESG Commitment Level, discover sustainable funds,
and analyze the sustainability data for these funds. Learning about this content and
capabilities offers a unique and insightful perspective when it comes to reviewing
sustainable funds and creating a model portfolio comprised of these investments.

The Morningstar ESG Commitment Level expresses a Morningstar analyst's assessment
of how individual strategies and asset managers incorporate ESG factors into their
investment processes. It is assigned to both strategies and asset managers following a
four-tier scale:

> Leader

» Advanced
» Basic, and
> Low.

The Morningstar ESG Commitment Level is a qualitative assessment, providing rich
context, detail, and insights on both asset managers and strategies. The written
assessment sheds light on the true practices of the strategies, offering a unique lens
from Morningstar on how ESG is incorporated (or not) into the investment approach.
Morningstar ESG Commitment Levels are assigned to strategies and asset managers.

< For more information on the Morningstar ESG Commitment Level data point, see Exercise 1on
page 5.

This exercise guide covers the following topics:

» Finding Low Carbon Fossil Fuel Funds (page 5)
» Investigating Low Carbon Funds (page 9)

» Creating a Model Portfolio (page 17)

» Creating a Presentation Studio Report (page 24)

Overview
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Finding Low Carbon Fossil Fuel Funds Overview

Finding Low Carbon Fossil Fuel Funds

Mark works on the Portfolio Management team at XYZ Wealth Advisors. He is creating Overview
an ESG model portfolio focusing on low carbon fossil fuel funds, to align with clients

stating this as a concern of theirs when investing. The Morningstar Sustainability

Rating™ and Low Carbon Designation™ are two of the available sustainability

measures to calculate how a portfolio is meeting environmental, social, and corporate

governance challenges. In addition to the Morningstar Sustainability Rating™ and Low

Carbon Designation™, Moringstar released a new ESG measure, the Morningstar ESG

Commitment Level, to give clients additional insight into a fund's commitment to ESG

issues.

The Morningstar ESG Commitment Level, paired with other sustainability metrics,
allows Mark to fully assess a fund's commitment and perform his due diligence in
selecting sustainable funds for an ESG portfolio.

To find the Morningstar ESG Commitment Level methodology paper, do the following: Exercise 1: Find the
1. Legin to Morningstar Direct. Mornll_lgstar ESG
, . . Commitment Level
2. On the.Home page, in the Research Portal widget, click Launch. The Research Portal methodology paper
opens in a browser.
Morningstar Direct
. Fila Mew Favorites Tools Help : Search for | In Securities + Go
fiome e ——————————————————————————————
H Home Welcome, Training 11| Tuesday, July 27, 2021
H Alerts
E Filings
= Excel Add-In Announcements
B Help/Definitions
I Morningstar Publications| U3¢ featline
§ HFR Research 7126 Morningstar Direct Release Notes | July 26, 2021
Kk 7715 Marningstar to Discontinue Cambridge Associates Indexes - Aug.30, 2021
ms3 Morni Sustainability Rating Enh —Nov. 8, 2021

ms3 Momingstar to Revert Naming Convention for Stocks - Jul. 13, 2021
ma2 Morningstar Direct Release Notes | July 12, 2021

More

Explore New Analytics with Notebooks Launch Product Support

Telephone+1 866 27

A
Morningstar's Latest 2 i s
Analytics ¢ 4

Quickstart for New Users

Getready to leverage Momingstay
functionality. Use this button to access

Check out the Analytics Lab module to explore notebooks containing new analytics with
the Research Portal.

contextual explanations and research commentary.

Explore Research Portal within Morningstar Direct Launch
< >

Equity/Credit Research

Local Databases

Global Databases A curated view of FB | Y
performance reporting | M Mlorningstar Research et

Asset Allocation

e
- R LS i S o

Portfolio Analysis

Experience the best of Momingstar Direct, featuring new ways to discover our latest
research curated daily for investment professionals. Try it now!

Markets

Asset Flows
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Finding Low Carbon Fossil Fuel Funds

Exercise 1: Find the Morningstar ESG Commitment Level methodology

paper

3. Inthe search field, type esg commitment, then select the Morningstar ESG

Commitment Level Methodology under the Morningstar Research heading. The
paper opens.

Home

MAORNINGSTAR Direct =

Lists & Screens

Name

Medalist 5 Globe Func

11/17/2020 - Jeffrey Ptak = Equity

Medalist Five Globe Fu
Test

ESG Enh.

The Morningstar ESG Commitment Level
7 The Morningstar ESG Commitment Level Our first assessment of 100-plus strategies and 40.
11/17/2020 = Hortense Bioy = Manager

Conservative Models \
Models Test

TROWE ESG Company

The ESG C: Level, May 2021
7 The Morningstar ESG Commitment Level Our second assessment of 140 strategies and 31
05/12/2021 = Hortense Bioy = Manager

Community
View search results on Morningstar Community

| Q esg comm'\lmem\ X |
10 Results: Your Portfolios (0) Securities (0) Morningstar Research (10)
Morningstar Topics (0) [ Create
Morningstar Research More Results Last Modified
Morningstar ESG Commitment Level Methodology -—
itment Level Overview ‘s manager. 5/5/2020

4. Read the methodology paper.

< Note: To easily find this paper for re-reading or sharing with others, click the Bookmark icon
in the top-right corner of the screen.

Clients can include termsin
the body of an article or in
the title and the search
feature will find the

best match.
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Finding Low Carbon Fossil Fuel Funds

Exercise 2: Search for sustainable, low-carbon medalist funds

This exercise shows clients how to find sustainable funds with a Low Carbon Exercise 2: Search for
Designation. The Low Carbon Designation is assigned to funds with low carbon-risk sustainable, low-carbon
scores and low levels of fossil-fuel exposure. Do the following: medalist funds

1. Return to Morningstar Direct and select the Workspace module

2. Select Search Criteria > My Search Criteria. The My Search Criteria area opens.

3. From the toolbar above the grid view, click New > Advanced Search > Funds (Open

End and Exchange Traded Funds). The search criteria window opens..

Muorningstar Direct

Home

Equity/Credit Research
Local Databases
Global Databases
Performance Reporting
Asset Allocation
Portfolic Management
Portfolio Analysis
Markets

Asset Flows
Presentation Studio

Advanced Analysis

File MNew Favorites Tools

| Workspace

+E8 Investment Lists
B My Lists

=g Search Criteria

E My Search Criteria

¥ B8 Report Templates
» &2 Chart Templates
» & Data Sets

. Action ~ m 4k Export~ | (K] PDF | 4 Refresh
r H Basic Search » Type Cramar

1
2
3
a4
s
s
7
s
o
™ 10
11
™ 12
™ 13
™ 14

Help

Search for

In This View v Go

| Advanced Search »

US Stable Value Funds

2021 Dividend Payers

Analyst Rated Funds and Tenu)|
Concentrated Funds

Core and Core Plus Funds
Corporate Bond ETFs

Fixed Income Funds

French US Dollar Funds
MoatTrends

Models

Multialternative National Interr
Muni Funds

Securitized Bond Funds

Small Value Funds

All Managed Investments

Analysis/News/Report | Use this button to
Bonds create a new search.
Category Average 3

Closed-End Fund

College Savings Flans 3
Economic Series

Exchange Traded Fund

European Pension/Life Fund Wrappers

Funds (Open End and Exchange Traded Funds)

Strategies

HFR. Hedge Funds
e\estment Hedge Funds
Market Index

Money Market Fund
Open-End Fund
Ownership-Portfolio

Cwnership-Security

Dancinn/l fallnenranca b

MAORNINGSTAR
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Finding Low Carbon Fossil Fuel Funds Exercise 2: Search for sustainable, low-carbon medalist funds

4. This search requires multiple criteria, as shown in the following table:

Rel (| Field Name Operator | Value )
- Domicile = Unites States

And Morningstar Analyst Rating >= Bronze

And Oldest Share Class = Yes

And Morningstar Sustainability Rating™ >= Above Average

And Low Carbon Designation™ = Yes

< Note: Domicile, Oldest Share Class, and Morningstar Analyst Rating are found in the Snapshot
view. Morningstar Sustainability Rating™ is found in the Sustainability: ESG Risk (Fund) view
and Low Carbon Designation™ is found in the Sustainability: Carbon Risk (Fund) view.

Use this icon to save the search criteria (note that
investments matching the criteria will change over time).

Mearningstar Direct -- Funds (Open End and Exchange Traded Funds) e O *
@#0Open  Je=lInsert ¥ Delete  rZClear All 2 Export~ [E| PDF ‘4 Save As | Feedback
D Rel ( Field Name Operator value A
Oar - Domicile £ United States [
Oz And Morningstar Analyst Rating 2= Bronze
3 |And Oldest Share Class £ Yes
4 And Morningstar Sustainability Rating™ 2= Above Average
|
[Os |And Low Carbon Designation™ = Yes
T®
Oz
Os
Os
[ 10 v
View Field Name: Include: Items Searched: Items Found: Run Search
@ By Category Only Surviving Investments [} =,
OAIphabetically I:‘ User Defined Primary Class Only
Help oK Cancel

5. Click Run Search. The number of Items Found is shown.

6. From the toolbar at the top of the window, click Save As, then name the search
Low Carbon Sustainable Funds.

7. Click OK to close the Save As window.

8. Click OK to close the Search Criteria window and view the search results.

Mamingstar Direct July 2021 8
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Investigating Low Carbon Funds

Overview

Investigating Low Carbon Funds

The previous exercise showed clients how to find low-carbon funds. The next step is to
investigate the Sustainability data for these funds, to see in the following exercises:

» Curate a set of sustainability data points on page 9
» Sort the data set by two data points on page 12
» Analyze company-level Sustainability and Low Carbon data on page 14

Morningstar provides dozens of default data sets with curated data points. These data
sets are helpful for investigating investments, but clients can also leverage the data
available to them by creating their own custom data sets. This exercise shows clients
how to investigate the funds they found by creating a custom data set. To create a
custom data set, do the following:

1. From the toolbar, click Edit Data. The Select Data Points window opens.

Use this icon to create a custom data set.

Overview

Exercise 3: Curate a
set of sustainability
data points

Maorningstar Direct
File New Favorites Tools Help Search for In This View * Go
Home My Lists J Inw 5
L ——
Equity/Credit Research Action=| # A &~ ¥ View Snapshot - | M save kd Add |[F% Edit Data
Local Databases r Name Base Ticker ISIN
Currency
Global Databases
Performance Reporting i AB Concentrated Growth Advisor US Dollar WPSGX Us01878T4
T —— 2 Aberdeen Emerging Markets Instl Us Dollar ABEMX Us0030217
3 Alkre Focus Instl Us Dollar AKRIX Us7429351
Portfolio Management
4 Amana Growth Investor Us Dollar AMAGH Us0228653
Portfolio Analysis 5  American Funds New World A US Dollar NEWFX  US6492801
Markets s Artisan Developing World Institutional Us Dollar APHYX US04314HY
Asset Flows z Artisan Global Opportunities Inv Us Dollar ARTRX US04314H§

2. From the Selected Data Points section, click Remove All. Every data point except Name
is removed.

Morningstar Direct July 2021
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Investigating Low Carbon Funds

Exercise 3: Curate a set of sustainability data points

3. Add the following data points:

< Note: Select the correct view to find each data point.

View Data Point

Snapshot Ticker

Snapshot Global Category

Snapshot Moringstar Category
Snapshot Morningstar Analyst Rating

Sustainability: ESG Risk (Fund)

Momingstar Sustainability Rating

Sustainability: Carbon Risk (Fund)

Low Carbon Designation

Sustainability: Carbon Risk (Fund)

12 Month Average Carbon Risk Score

Sustainability: Carbon Risk (Fund)

12 Month Average Fossil Fuel Exposure

Intentional Attributes: Sustainable Investment

Sustainable Investment - Overall

Morningstar Ratings and Grades

Morningstar ESG Commitment Level Strategy Assessment

Morningstar Ratings and Grades

Morningstar ESG Commitment Level Strategy Assessment Analyst

Morningstar Ratings and Grades

Morningstar ESG Commitment Level Asset Manager Assessment

Morningstar Ratings and Grades

Morningstar ESG Commitment Level Asset Manager Assessment Analyst

Proxy Data: Shareholder Resolutions (Fund)

% Support - Climate Change

Proxy Data: Shareholder Resolutions (Fund)

% Support - Environment

Proxy Data: Shareholder Resolutions (Fund)

% Against - Climate Change

Proxy Data: Shareholder Resolutions (Fund)

% Against - Environment

Proxy Data: Shareholder Resolutions (Fund)

Votes Counted - Climate Change

Proxy Data: Shareholder Resolutions (Fund)

Votes Counted - Environment

MAORNINGSTAR
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Investigating Low Carbon Funds

Exercise 3: Curate a set of sustainability data points

4. Click Save.

Select Data Points

Select Data Points

Choose a Universe, then locate data points by selecting

Available Data Lists
Universe

Find Data Point By

@ View

Available Data Points
Total Data Points: 66

name. To change the general or calculation settings of a selected point, use the Settings button.

Funds (Open End and Exchange Traded Funds)

O Mame containing

Proxy Data; Shareholder Resalutions (Fund)

an existing view, or searching by

%o Abstained - Executive Compensation

%% Abstained - Other Gov

%% Abstained - Shareholder Rights

% Abstained - Shareholder Meetings and Proxy Process
%% Abstained - Strateqy/Business

Votes Counted - Climate Change

Votes Counted - ESG Governance Arrangements
Votes Counted - Human and Workers' Rights

Add

| Add Al |

Selected Data Points
Total Data Points: 20

Ticker

Global Category

Morningstar Category

Morningstar Analyst Rating
Morningstar Sustainability Rating™
Low Carbon Designation™

12 Month Average Carbon Risk Score

S .

A

Once all

12 Month Average Fossil Fuel Exposure v R,
Settings Remove | Remave Al | selected, use this
button to save
the data set.
Save | oK | Cancel | Help

5. Name the data set Low Carbon Fossil Fuel, then click OK.

6. Click OK to close the Select Data Points window.

MAORNINGSTAR
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Investigating Low Carbon Funds

Exercise 4: Sort the data set by two data points

The Sort button in Morningstar Direct allows clients to sort by up to two data points.
This exercise shows clients how to sort by Primary Rank and Secondary Rank data
points, to better analyze the data showing in the grid.

To sort data in the grid, do the following:

1. From the toolbar, click Sort. The Sort window opens.

Use this icon to sort on up to two columns at once.

Exercise 4: Sort the data
set by two data points

File MNew Favorites Tools Help Search for In This View - Go
Home | My Search Criteria 4
FIERRRIRNRRNRNRNN.,
Equity/Credit Research Action = \Wiew Low Carbon Fossil Fuel - E Save (Save As \!{ Search |§—'¢ Edit Data Q__'|Sort |@ Locaf
Local Databases r Name Ticker Global Morningst
Category
Global Databases
Performance Reporting i AB Concentrated Growth Advisor WPSGX US Equity Large Cap Growt  US Fund L
Asset Allocation Oz Aberdeen Emerging Markets Instl ABEMX Global Emerging Markets E US Fund
O3 Alcre Focus Instl ARRIX US Equity Large Cap Growt  US Fund L
Portfolio Management -
4 Amana Growth Investor AMAGH US Equity Large Cap Growt  US Fund L
Portfolio Analysis [Os American Funds New World & NEWFX Global Emerging Markets E US Fund O
Markets | Artisan Developing World Institutional APHYX Global Emerging Markets E US Fund O
Asset Flows 7 Artisan Global Opportunities Inv ARTRX Global Equity Large Cap Us Fund
Presentation Studio s Artisan International Investor ARTIX Global Equity Large Cap US Fund F|
] Artizan International Value Investor ARTHX Global Equity Large Cap US Fund F|
Advanced Analysis ; 5 z :
[ 10 Artizan Mid Cap Inwvestor ARTMX Us Equity Mid Cap Us Fund
Workspace 1 Baird MidCap Inst BMDIX US Equity Mid Cap US Fund
&8 Investment Lists [ 12 Baron Asset Retall BARAX US Equity Mid Cap US Fund
E My Lists [ 13 BlackRock Advantage ESG US Eq Instl Shrs BIRIX US Equity Large Cap Blend US Fund L
~&2 Search Criteria 14 BlackRock Advantage Large Cap Gr Inv A BMCAX US Equity Large Cap Growt  US Fund L
o B My Search Criteria [~ 15 BlackRock Capital Appreciation K BFGEX US Equity Large Cap Growt  US Fund L
2. From the Primary Rank drop-down field, select Morningstar ESG Commitment Level
Strategy Assessment.
3. From the Primary Rank section, select the option for Descending.
4. From the Secondary Rank drop-down field, select Sustainable Investment Overall.
5. From the Secondary Rank section, select the option for Descending.
Morningstar Direct = O *
Set Display Rank
i Morningstar ESG Commitment Level Strat]w | .
Primary Rank g il Note the options
et @ Descending selected in this dialog box.
Secondary Rank Sustainable Investment - Overall b4 v
(O Ascending @ Descending
Ok | Cancel | Help
Mamingstar Direct July 2021 12
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Investigating Low Carbon Funds Exercise 4: Sort the data set by two data points

6. Click OK. to close the Sort dialog box. The grid view refreshes.
7. Click Save to make the sort order part of the custom view.

8. Answer the following questions:

How many funds receiving a Leader or Advanced ESG
Commitment Level Strategy Assessment are also
intentionally sustainable?

From the funds you noted above, did any vote against
Climate Change or Environment shareholder resolutions?

If you replied “yes” to the previous question, how many
votes were counted for those issues?

Mamingstar Direct July 2021 13
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Investigating Low Carbon Funds Exercise 5: Analyze company-level Sustainability and Low Carbon data

Thus far, you have identified funds scoring well when considering sustainability, low Exercise 5: Analyze
carbon exposure, and expected performance, and constructed a custom data set to company-level
better analyze their ESG Commitment Level and proxy voting activity. While these Sustainability and
funds may have a strong Morningstar Sustainability Rating and Low Carbon Low Carbon data

Designation, as well as a demonstrated commitment to ESG issues, it does not mean
their portfolios contain only stocks scoring well from a Sustainability or Low

Carbon perspective.

In this exercise, clients will analyze the company-level ESG data for a fund. To analyze
company-level Sustainability and Carbon data, do the following:

1. ldentify a fund from the last exercise designated as a Leader on the ESG Commitment
Level data paint, then right-click on its row and select View Holdings >
Detailed Holding Analysis. The Detailed Holding Analysis window opens.

Select this option from the right-click menu for a fund.

Morningstar Direct
File New Favorites Tools Help Search for In This View * Go
Home | My Search Criteria LU
Equity/Credit Research Action = View Low Carbon Fossil Fuel - E Save ‘pgSave As g Search [ Edit Data g—" Sort % Locat g Export~ | [E] PDF
Local Databases r Name Low 12 Month 12 Month Sustaingble Morningstar o
Carbon Average Carbon Average Fossil Investment -  ESG
Global Databases Designati Risk Score Fuel Exposure Overall Commitment
2 TIPS TET
Performance Reporting ra Parnassus Mid Cap Growth Investor i = 0.00 Yes Leader
A View Vehicles
P —— r =z Parnassus Core Equity Investor Vi Atcoieris Witk Elokfing 1.38 |Yes Leader
= = Parnassus Mid-Cap 6.20 Yes Leader
Portfolio Management = B ¢ Transacti
3 ra4 Pax Global Opportunities Institutional New Transaction 0.00 Yes Leader
Portfolio Analysis s iShares MSCI USA ESG Select ETF View Transactions 4.98 Yes Advanced
Markets s Brown Advisory Sustainable Growth I View Prices 0.00 Yes Advanced
Asset Flows rz BlackRock Advantage ESG US Eq Instl Shrs Edit Security 4.88 Yes Advanced
e s iShares ESG M5CI USA Leaders ETF Reports > 3.93 Yes Adwvanced
9 iShares MSCI KLD 400 Social ETF : 3.65 Yes Adwvance
ish ial Interactive Charts 4 d d
Advanced Analysis
™ 10 Xtrackers MSCI USA ESG Leaders Eq ETF Risk Model N 3.94 Yes Advanced
Workspace .
1 Vanguard Global ESG Select Stk Admiral P henStio Chatte 5 4,33 Yes Advanced
~&l Investment Lists 12 TIAA-CREF Social Choice Eq Inst . . 5.61 Yes Advance
ial Ch | ; d d
Ll - Premium/Discount -
E My Lists 12 Vanguard FTSE Social Index I L 7 Pt =3 5
~E8 Search Criteria 14 Fidelity® U.5. Sustainability Index ionitiokine >| EpiienbitntAaheg
E My Search Criteria [~ 15 ishares ESG Aware MSCI USA ETF LR | SRRy e
» & Report Templates [ 1s vanguard ESG US Stock ETF View Fundcode Info Histerical Helding Analysis
3 — = 5
i Chart Tempiates | g b Calvert International Responsible Idx I View Historical Instruments Eeesbokling Analysls
b B8 Data Sets = = = ST Y -

2. From the View drop-down field, select Sustainability: ESG Risk (Company).

MAORNINGSTAR

Morningstar Direct
File MNew Favorites Help Search for In This View * Go
BlackRock Advantage ESG U... |
© Action~ View Portfolio 88l |Snapshot 4| € 6/30/2021 [% Edit Data | @, Locate | ik Export
o Name CUSIP Portfolio =
Weighting %

Sustainabilitv: ESG Risk (Companv)
M Apple Inc Sustainability: Carbon Risk (Company) 037833100 4.43 Select this view.
=z Micrasoft Corp Sustainability: Carbon Invelvement (Company) 594918104 4.01 :

Sustainability: Product Involvement {Company)
3 Amazon.com Inc Sustainability: Sustainable Products {Company) 023135106 2.70
Ca Alphabet Inc Class A HFR Funds 02079K305 2.65
15 Tesla Inc TSLA U588160R1014 88160R101 1.75
s The Home Depot Inc HD US4370761029 437076102 1.73
| g Alphabet Inc Class C GOOG US02079K107S 02079K107 1.71

Morningstar Direct July 2021 14
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Investigating Low Carbon Funds

Exercise 5: Analyze company-level Sustainability and Low Carbon data

3. Find the ESG Risk Rating Assessment column, then sort in ascending order.

< Note: Maximize the window to make it easier to read.

4. Answer the following questions:

Which holdings received a one-globe ESG Risk Rating?

Scroll to the right to view the Notable Material ESG Issues.
What are the most common issues for these holdings?

5. From the View drop-down field, select Sustainability: Carbon Risk (Company).

6. Sort the Carbon Overall Risk Score column and sort it in descending order.

Be sure to select the correct view and sort
the correct column in the right direction.

File

r

o1
[0z
M3
ra
s
s
07
s
e
10
i
[012
13
[ 14

BlackRock Advantage ESG US Eq Ins... |

. Action~ View Portfolio v|SustainabiIity: Carbon Risk - | £ 6/30/2021 [ Edit Data | ‘@, Locate | 4} Export -

Meorningstar Direct

New Favorites Help Search for

In This View =

Mame

EQT Corp

Chevron Corp
ConocoPhillips

Phillips 66

Hess Corp

Woodward Inc

Teledyne Technologies Inc
Mercury Systems Inc
Caterpillar Inc

Spirit AeroSystems Holdings Inc Class A
Curtiss-Wright Corp

Heico Corp

Heico Corp Class A
ChampionX Corp

Detail Holding Type Secld

EQUITY
EQUITY
EQUITY
EQUITY
EQUITY
EQUITY
EQUITY
EQUITY
EQUITY
EQUITY
EQUITY
EQUITY
EQUITY
EQUITY

0PO00D00D206
0PO00DO0O185
0PO0OD0OD1GE
0PO0ODOVWE4
0OPO0O0O0OBN
0PO0ODOOSZK
0PO0O0D0OOSCT
0PO0DO0O3KG
0PO0000D141
OPO0ODOGTTA
OPO00001KX
0PO0ODOD2ZNS
0P0O0000BS2
0PO0O1DGIL

Portfolio
Weighting %

0.04
0.31
0.21
0.04
0.96
0.67
0.04
0.00
0.42
0.01
0.01
0.01
0.02
0.02

[E] POF | £ Refresh

Carbon

-

Overall Risk

Score

45.66
45.59
43.26
42.34
41.43
32.45
32.40
32.29
31.96
30.56
29.45
28.71
28.71
28.69

Carbon
COverall Risk
Classification

High Risk
High Risk
High Risk
High Risk
High Risk
High Risk
High Risk
High Risk
High Risk
High Risk
Medium Risk
Medium Risk
Medium Risk
Medium Risk

MAORNINGSTAR
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Investigating Low Carbon Funds Exercise 5: Analyze company-level Sustainability and Low Carbon data

7. Answer the following questions:

Which holdings received a Carbon Overall Risk
Classification of High Risk?

What is the total portfolio weight of these holdings?

8. Close the Detailed Holding Analysis window.

Mamingstar Direct July 2021 16
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Creating a Model Portfolio

Overview

Creating a Model Portfolio

Manually creating a model portfolio in Morningstar Direct involves the following
basic process:

1. Determine how frequently the model should be rebalanced (if ever)
2. Select investments for the model portfolio
3. Assign weights to the holdings, and

4. Save the model portfolio.

In this section, clients will use the custom data set created in Exercise 3 on page 9 to
select 10 funds to save to an investment list, then create a model portfolio in the
following exercises:

» Sort the custom data set by Morningstar Category and Morningstar Sustainability
Rating™ on page 17

» Save select funds to a list on page 18

» Create a model portfolio on page 19

This exercise shows clients how to sort the data in the grid view by the Morningstar
Category and Morningstar Sustainability Rating data points. This will make it easy to
both select a diverse set of funds for the model portfolio, and filter the funds with the
best Morningstar Sustainability Rating to the top of each category grouping. To sort the
data set, do the following:

1. From the toolbar, click Sort. The Sort window opens.
From the Primary Rank drop-down, select Morningstar Category.

From the Secondary Rank drop-down, select Morningstar Sustainability Rating™.

= W~

From the Secondary Rank section, select Descending.

Morningstar Direct = O *

Set Display Rank

@ Ascending () Descending

Secondary Rank Maorningstar Sustainability Rating™ “

(O Ascending @ Descending

Ok | Cancel | Help

5. Click OK. The grid view updates.

Primary Rank Morningstar Category w Note the options
selected for Display Rank.

Overview

Exercise 6: Sort the
custom data set by
Morningstar Category
and Morningstar
Sustainability Rating™

Mamingstar Direct July 2021
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Creating a Model Portfolio

Exercise 7: Save select funds to a list

This exercise shows clients how to save funds to an investment list. The investment list
will in turn be used to create a model portfolio. Therefore, the list should be diverse and
contain funds from different Morningstar categories.

To save funds to a list, do the following:

1. Scroll through the list of funds and select 10 funds with a five-globe Morningstar
Sustainability Rating. Each fund should be from a unique Morningstar Category.

< Note: If multiple funds in a category match this requirement, use the other data columns
present to help guide your choice.

Exercise 7: Save
select funds to a list

| My Search Criteria
Action~ View ESG Model Portfolio - | M save fgSave As 'y Search F%Edit Data | B Sort | @ Locate | {F Export~ | [K] PDF
r Name Ticker Morningstar Category + Morningstar Morningstar
Analyst Sustsinability
Rating Rating™
[T 84  Principal Blue Chip Institutional PBCKX US Fund Large Growth 7 Silver HEHGE
[T 85 wanguard Mega Cap Growth ETF MGK US Fund Large Growth &3 Silver &
M s6 ClearBridge Large Cap Growth A SBLGX US Fund Large Growth Bronze &
™ &7 AB Concentrated Growth Advisor WPSGX US Fund Large Growth Bronze &
[ s8 BlackRock Capital Appreciation K BFGBX US Fund Large Growth &3 Silver &
|t Laudus US Large Cap Growth LGILX US Fund Large Growth &3 Silver &
I 70 JHancock US Global Leaders Growth A USGLXY US Fund Large Growth Bronze &
721 BlackRock Advantage Large Cap Gr Inv A BMCAX US Fund Large Growth Bronze &
r 7z MFS Massachusetts [nv Gr Stk A MIGFX US Fund Large Growth 7 Silver &
r 7z Wanguard Growth Index Investor VIGRX US Fund Large Growth 7 Silver HaGeE
[T 74  MFS Growth B MEGBX US Fund Large Growth Bronze i &N 3 i
v 75 IParnassus Core Equity Investor PRELX US Fund Large Blend 3 Silver e
[ 76 iShares MSCI KLD 400 Social ETF DSl US Fund Large Blend Bronze & 3
r 7z Fidelity® U.5. Sustainability Index FITLX US Fund Large Blend 7 Silver i
78 iShares ESG MSCI USA Leaders ETF SUsL US Fund Large Blend 7 Silver
r 79 Xtrackers MSCI USA ESG Leaders Eq ETF UssG US Fund Large Blend Bronze
™ s0 Neuberger Berman Sustainable Eqg Investor NBSRX US Fund Large Blend Bronze
M s1 iShares MSCI USA ESG Select ETF SuUsA US Fund Large Blend Bronze
[~ 82 Goldman Sachs ActiveBeta® US LgCp Eq ETF GSLC US Fund Large Blend &7 Silver
™ 83 BNY Mellon Appreciation Investor DGAGX US Fund Large Blend Bronze
[ 84  WVanguard ESG US Stock ETF ESGV US Fund Large Blend &7 Silver
[~ 85 Invesco S&P 500® Quality ETF SPHQ US Fund Large Blend &7 Silver
<
Al = A B c D E F G H 1 ] K M N o P Q

E]

Low Carbon
o
o
o
o
o
o
9
9
9
9
9
9 Check the box next
] to a fund to select it.
9
9
9
9
9
9
9
9
s T
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Creating a Model Portfolio Exercise 8: Create a model portfolio

2. From the toolbar, click Action > Save As > Investment List. The Save As window opens.

W Seanch Coteria _
:@View ESG Model Portfolio . - | [ save [ Save As "y Search [F Edit Data | 0 Sort |
[l SaveAs ’ Investment List Rotning sttt ony Click Investment List.
Add To L Performance Report
Settings >
Reports »
r Interactive Charts L PBCKX US Fund Large Growth
r Risk Model » T MGK US Fund Large Growth
r Presentation Studio Charts rha SBLGX US Fund Large Growth
[ View Holdings ¥ lsor WPSGX US Fund Large Growth
r View Owners P K BFGBEX US Fund Large Growth
r Average Detail Report LGILX US Fund Large Growth
r Stock Intersection Srowth A USGLXY US Fund Large Growth
I X-Ray ap GrInv A BMCAX U5 Fund Large Growth
r Filing A MIGFX US Fund Large Growth
r Documents Stor VIGRX US Fund Large Growth
r UK Closed End Fund News MEGEX US Fund Large Growth
[v 75 Parnassus Core Equity Investor PRBLX US Fund Large Blend

3. Name the list ESG Model Portfolio Funds, then click OK.

< Note: When prompted to save your changes, click No.

Now that the funds have been selected, the next step is to create a model portfolio. To Exercise 8: Create
create a model portfolio, do the following: a model portfolio

1. Select the Portfolio Management module, then select the Model Portfolios page. The
Model Portfolios page opens.

2. From the toolbar, click New. The Model Portfolio Basics window opens.

Morningstar Direct

File New Favorites Tools Help Search for In This View * Go

Home

Equity/Credit Research

ik Export - | [K] PDF

Local Databases r Name 4 Ovmer Click this iCOH' on the
Model Portfolios page.

ew Import Job Results

Global Databases

Performance Reporting | Alternate Chelsea Beckford
S e 2 Oz Class Chelsea Beckford
3 ESG Low Carbon Madel Portfolio Chelsea Beckford

|Portfolio Management
[ a Model2 Chelsea Beckford
E Custom Strategies F 5 Model3 Chelsea Beckford
@ Model Fortfolios | s Moderate Model Portfolio Test Chelsea Beckford
E Custorn Benchmarks Elar TEST Chelsea Beckford

Accounts

— s Test2 Chelsea Beckford

B Account Groups
E Securities Invested
E Saved Reports
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Creating a Model Portfolio Exercise 8: Create a model portfolio

3. Name the Model Portfolio ESG Low Carbon Model Portfolio.

4. Scroll down to the Performance calculation start date field and
select Earliest Common.

Morningstar Direct - 0O >

Model Portfolic Basics

Enter general model portfolio information here.

Risk free proxy USTREAS T-Bill Auction Ave 3 Mon ﬂ

. ~
Portfolio ID
Performance source Calculated based on underlying positions ™

Management fee : : —
: : Ent d ———
effective period PRITEPETE 1] F

Management fee %

Fee applied* Annually E
Performance series y (|
Rebalancing frequency ~ Monthly ™ Be sure to select the
S correct option from this field.

Rebalancing based on Calendar Period End w |
Performance - —

: Earliest :
calculation start date A i

Attached policy None ::

[Juse Gross Return

Notes

HEThm Fmm b=t - AmFimad simdme Mo ammmm e + Fmm OF im mmmliaAd mirmmbe R

Save Cancel Help

5. Click Save. The Holdings Entry window opens.
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Creating a Model Portfolio Exercise 8: Create a model portfolio

6. From the toolbar, click Add. The Add Holdings window opens.

Holdings Entry - Morningstar Direct = = X

Holdings Entry

Use the tabs to enter holdings for a madel portfolio. The default entry method is percentage. Assign weights to the members of pour model partfolio by typing walues inta the percent calumn. You can
choose to enter by Shares or by Amount from the Enter By Action menu.

Position as of | 6/30/2021 []+
[ape

Action~ | Enter By ~| + Add 6 Refresh Price | E Edit Definition Master | USD Equiv. Total Amount: 10,000.0C Total Weight: 100.00

Click Add.

O Symbol Mame Inception Date: Percent Mumber of Shares SO Equivalent Amount
() mount Currencs

01
Oz
s
14
s
s
a7
s
(g
Own
Omn
O
O
Ou

o

OSSP PPRPAREREERLL

Feedback Equal Weight Finishy> Cancel Help
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Creating a Model Portfolio

Exercise 8: Create a model portfolio

7. From the Within options, select the option for My Lists.

8. From the drop-down field, select ESG Model Portfolio Funds.
9. Click Go.

10. From the Available Records section, click Add All.

Fidelity® Low-Priced Stock K& (USD,XNAS,FLKSX,Port+Perf,RepPerf)
iShares MSCI USA Multifactor ETF (USD,ARCX,LRGF,Port+Perf,RepPerf)
JOHCM International Select Institutional (USD,XNAS,JOHIX,Fort+Perf,RepPerf)

Oakmark International Small Cap Investor (USD,XNAS,OAKEX,Port+Perf,RepPerf’ v
< >

Add Holdings

Within () Universes () My Searches
|ESG Model Portfolio Funds V|
Find By Name ~ | (@ Begins with (O Contains
Include Only Surviving Investments
| | Go |

Available Records
Total records: 10
Jump to record name: |
Akre Focus Instl (USD,XNAS,AKRIX,Port+Perf,RepPerf) ~

Add | Add All |

Selected Records

Total records: 10

Parnassus Mid Cap Growth Investor (USD,XNAS,PARNX,Port+Perf,RepPerf) ~ #
Parnassus Mid-Cap (USD,XNAS,PARMX, Port+Perf,RepPerf) 8
Pax Global Opportunities Institutional (USD,XMNAS,PXGOX,Port+Perf,RepPerf)
w
Vanguard Global ESG Select Stk Admiral (USD,XNAS,VESGX,Port+Perf,RepPerf)
v ¥
< >
Remove Remove All
Help OK Cancel

Note the highlighted sections.

11. Click OK. The funds are added to the Holdings Entry window.

Mamingstar Direct July 2021
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Creating a Model Portfolio Exercise 8: Create a model portfolio

12. Click Equal Weight. The weight for each fund updates to 10%.

Holdings Entry - Morningstar Direct - m} X

Holdings Entry

Use the tabs to enter holdings for s madel portfalio. The default entry method is percentage, Assian weights to the members of your modsl portfalio by typing values into the percent column, You can
choose to enter by Shares ar by Amount from the Enter By Action menu.

Position as of | 6/30/2021 [[]+
i

| Action~ | Enter By~ | + Add | 4 Refresh Price | i Edit Definition Master USD Equiv. Total Amount: 10,000.0C Total Weight: 100.00

0 Symbol Mame Inoeption Date | Peroent Mumberof Shares | LISD Equivalent Amount
(23] mount Currenc:

[mp] AKRIX @, Akre Focus Instl 8/31/2008 1000 1591 1,000.00 10 A

Oz FLKSX @, Fideliy® Low-Priced Stock K6 5/26/2M7 1000 6439 1,000.00 10

s LRGF @, iShares M5CI USA Mulifactor ETF 4/28/2015 10.00 2335 1,000.00 10

(mE JOHIK @, JOHCM Intemational Select Institutional 7/25/2009 10.00 3.75 1.000.00 1.0

Os OAKEX @, Oakmark Intemational Small Cap Investor 11411938 10.00 43.29 1.000.00 1.0

Os FRELX @, Panassus Core Equity Investor /311992 10.00 16.23 1.000.00 1.0

(mk PARMNR @, Panassus Mid Cap Growth Investor 12/271984 10.00 15.12 1.000.00 1.0

e PARMA @, Panassus Mid-Cap 4/28/2008 10.00 2245 1.000.00 1.0

Os PXGOX @, Pax Global Opporturitiss Istitutional 6/27/208 1000 6270 1,00000 10

Omn VESGX @, Vanguard Global ESG Select Stk Admiral B/5/203 1000 2685 1,000.00 10

On Q

O Q,

O Y

)
=k h v
< >

Click Equal Weight.

Feedback |Equa| Weight | Einish>> Cancel Help

13. Click Finish. The model portfolio window opens, which you can close.
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Creating a Presentation Studio Report Overview

Creating a Presentation Studio Report

Now that a low carbon fossil fuel model portfolio has been created, the final step is to Overview
create a report using Presentation Studio. This work is covered in the exercise, Create a
Presentation Studio report on page 24.

Clients can create a Sustainability report for a model portfolio in Presentation Studio by Exercise 9: Create a
using a Morningstar factsheet template specifically designed for this purpose. To Presentation
create the report, do the following: Studio report

1. Select the Presentation Studio module. Presentation Studio opens in a new window.
Click Morningstar Templates.

Expand the Factsheets section.

Scroll down and double-click the Sustainability Factsheet (Custom
Portfolio) template. The Investments: Settings window opens.

Be sure to select this Factsheet template from Morningstar.

I Presentation Studio

MOORNINGSTAR Presentation Studio

Search Name

Workbook S Plan Review 1 Allocation ol Management
Name a4 Type Layout Version Date Created
2INYIE wvidnayer ALLnouuun 4 I dulslisEL 1Blpldis | rwiuan Jdoi IPARIVIFAVEN]
Stable Value Fund - Fund Profile 1 New Factshest Template [ Landscape 3.204 112372021
Stable Value Fund - Fund Profile 2 New Factshest Template [ Landscape 3204 112372021
Stock Analysis Factsheet Template [ Portrait 3195 5/18/2016
Sustainability Factsheet New Factsheet Template [ Portrait 3204 5/18/2020
Sustainability Factsheet (Custom Portfolia) Mew [ |Factsheet Template [ Portrait 3.208 9/2/2020
Sustainability Summary Factsheet (Custom Portfolio} Mew Factsheet Template [ Portrait 3204 3/19/2021
» Workbooks
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Creating a Presentation Studio Report Exercise 9: Create a Presentation Studio report

5. Click the magnifying glass icon next to the Name field. The Find Investment dialog

box opens.
Investments: Settings
Name Inception Date Category [ | show_Display Name Cs 1 T i 2
Y Display Benchmark 1~ |&| | Display Benchmark 2~ | _ X
T I;I pev et s Use thisicon to find
Herringstar Gosgory 1o~ [8) Diplay Benchmark .~ |&) |oesiaveenamarz -1 | and select a model
‘ HPT Index “la O Oisplay Benchmark 1~ |@| [ Dsplay Benchmarc2 v ¢ portfolio for the template.
Category Average
‘ @ Display Benchmark 1 v || | Display Benchmark 2 v [d
0K Cancel 1
6. From the Within drop-down field, select Model Portfolios.
7. Click Go.
8. From the Available Records section, click ESG Low Carbon Model Portfolio
Find Investment e
Within (@) Universes ) My Lists () My Searches
” Model Portfolios VH

Find By Name ~ | (@ Begins with () contains
Include Only Surviving Investments

=]

Available Records

Total records: 8

Jump to record name: |

Alternate

Class

ESG Low Carbon Model Portfoliol . )
Select this madel portfolio.
Model2

Model3

Moderate Model Portfolio Test
TEST

Test2

Help OK Cancel

9. Click OK. The model portfolio is added to the Investment Settings window.
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Creating a Presentation Studio Report Exercise 9: Create a Presentation Studio report

10. Click OK. The factsheet opens in a new window.

Investments: Settings El
Name Inception Date Category ["] show Display Name C i 1 (e k2
ESG Low Carbon Model Portfo|@, | 6/30/2021 ESG Low Carbon Model Pori | Display Benchmark 1 ¥ E Display Benchmark 2~ |§
Display Benchmarks
Morningstar Category In_~ | @& Display Benchmark 1 ¥ ﬂ Display Benchmark 2~ |
MPT Index ¥ e O Display Benchmark 1~ S Display Benchmark 2~ |
Category Average .
@ O Display Benchmark 1 v |& | Display Benchmaric2 v |4 Click OK after .
¢ > selecting the portfolio.
| ok Cancel
11. If all cells do not immediately populate with data, from the toolbar, click
Calculate > Workbook.
Use this command to automatically
calculate all cells in the template.
'[7 Untitled Factsheet * - Presentation Studio
ﬁ J Home | Chart Data Table Format
+* (=] L) e [ A = PR I 3 | & &
Investments  Workbook Page Chart Table Text Image Divide Paga | Wiew Calculate ||| Restore PDF  PPT
Setting [ Insert I Workbaok Linking Exp
______ 5 Selected Component 3
O e e
T
— fil Sustainability Report: ESG Low Carbon Model Portfolio
e Partfalia Date Incegtion Date Benchmarl
— BON2021 652013

How do | read this page?

As sustainabile ivesting beromes incressingly rbal, social, and govemance [ESE) factors has by
mking. This report aliows you ta quicidy asesss whether the holdings in your portfolio ane exposed te mateisl E55 factor, sveluste
=pasien 19 Cmbon =R ans =nd contrversiel £roduct immean srems

Low Carbon Designation™ Investment Growth Investmen

] oo
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Creating a Presentation Studio Report Exercise 9: Create a Presentation Studio report

12. From the Header on page 1, click the Insert Logo cell.

13. From the toolbar, click Image > Insert Image. The Open dialog box opens.

|Jé Untitled Factsheet * - Presentation Studio

ﬁ Home Chart Data Table ‘ Format |
O & A |@|( & BE [E [|tonngser: vlzs - []lr][u]p)[x.)[@]l] 2 2
Header Footer Text |Image]| Align Bullets MNumbering Columns | Divide Page]
Insert ‘ Insert Image | Style | Layo
—— Report Portal Image g 2 [ 6 8 Be sure the
o —— 0 correct cell
= is selected
Sustainability Report: ESG Low Carbon Model Portfolio (Insert Loga]] be.fore C.hOOSIng
this option.
=
sz e
How o | readthi page?
2 : =
iy e pe-

14. Select your firm's logo, then click Open.

S e ; | Note the logo.
Sustamability Report: ESG Low Carbon Model Portfolio M( )HN'NGSTAH oetheloe
302021 B/E020

Howr do | ressd this page?

As sestanzhle mvestng becomes incressingly mak it | sacizl and {EEE] factors has become Fundameangzl b investment decision-
minn.'lh:rmmdmnmmmﬁ;mmhﬂnﬁnmmﬂunmdmmmdfﬁﬁm:aimﬂﬁrimumdawm:
expasur= i carbon emEsons and oon | product ane
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Creating a Presentation Studio Report Exercise 9: Create a Presentation Studio report

15. To save this change as part of the template (which could be used for any model portfolio
or account in the future), from the top-left corner of the window, click the Settings icon,
then select Save As Template.

! Untitled Factsheet * - Presentation Studio

ﬁ : Home Chart Data Table Format
Mew Factsheet Ctrl+N I [ A ™
Open Ctr+0 t Table Text Image | Diy
Save Ctrl+S Insert
Save As

Save as Template Use this command to save

Export changes to the template,
which can be used with other
Send To Sustainability | model portfolios in the future.
Share With
Portfalio Date
Exit B30

How do | read this pags?
Ai5 sustminable investing becomey
maiing. This report aliows you b9
epasure to carbon emissions anj

Low Carbon Designatio

9

16. Name the template My Sustainability Factsheet (Custom Portfolio), then click Save.

17. Click the Settings icon on the top left and click Save. This command allows you to save
the template as a report for this specific model portfolio.

! Untitled Factsheet * - Presentation Studio

ﬁ : Home | Chart Data Table Format
Mew Factsheet Ctrl+N [ A ™
Open Ctr+0 t Table Text Image | Diy
Insert .
| S5iE G Use this command to save
Save As the template a report for

this specific model portfolio.
Sawve as Template

Export
Send To ’ Sustainability R
Share With
Portfalio Date:
Exit BGN20H

How do | read this pags?

Ai5 sustminable investing becomey
maiing. This report aliows you b9
epasure to carbon emissions anj

Low Carbon Designatio

9

18. Name the report ESG Low Carbon Model Portfolio, then click Save.
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