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ESG Investment

Key Takeaways

» SDGs 8 and 9 emphasize the importance of sustainable
development and are a focus for ClearBridge as they are among
the SDGs most reliant on the private sector for progress.

» Technology upgrades that enhance productivity and are
consistent with improving employee health and safety are
areas of engagement for ClearBridge across IT, e-commerce
and other sectors.

» Increasing energy efficiency and lowering emissions are
central goals of building and infrastructure companies
ClearBridge owns and engages with, while almost every
technology development in every sector is reliant on the
development of better and better semiconductors.

While some of the United Nations Sustainable Development Goals,
or SDGs, consider elemental topics such as water, hunger, poverty,
good health and education, and are therefore easier to understand
and discuss, SDGs such as Decent Work and Economic Growth (SDG
8) and Industry, Innovation and Infrastructure (SDG 9) may be lesser
known or understood. These emphasize the importance of
sustainable development and are a focus for ClearBridge as they are
among the SDGs most reliant on the private sector for progress.

Investing in Decent Work and Economic Growth

SDG 8 aims for decent work and economic growth, and includes
promoting inclusive and sustainable economic growth, with
employment and decent work for all. Among its targets (8.2) is
achieving higher levels of economic productivity through
diversification, technological upgrading and innovation, including a
focus on high-value-added and labor-intensive sectors. Enterprise
software aids in this goal, as the products and services of companies
like ClearBridge holdings ServiceNow, Microsoft and Salesforce are
key for enhancing economic productivity. IT services companies such
as Accenture help companies implement technology upgrades.

Other examples of technology upgrading across industries include
Amazon's robotics-enabled warehouses, which are delivering speed
increases that do not come at the expense of employee health, as we
discussed in a recent engagement with the company. Amazon'’s
fulfilment center (FC) recordable injury rate (injuries considered
exceeding first aid) is down 34% from 2019 to 2024 and 6% year over
year, and now stands at 4.4%. Lost-time injuries are down 65% over
five years and 13% year over year, showing that safety investments
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Semiconductors are
a foundational
technology for

sustainable
development.

are paying off. With 750,000 robots across fulfillment centers, FCs
equipped with next-gen robotics have approximately 20% lower
injury rates and lost-time injury rates than FCs without.

Amazon compares favorably to peers on its lost time incident rate
(LTIR) and its recordable incident rate (RIR), with a LTIR better than
the general warehousing and storage industry and courier and
express delivery services industry averages and a RIR better than
courier and express and that is quickly catching up to the general
warehousing and storage average. Amazon has also implemented
more shift types to offer flexibility, including an “anytime shift” where
employees can block out a certain day of the week.

Other examples of technology upgrading include Deere's precision
agriculture offerings and connected combines, which are upgrading
the technological capabilities of the agricultural sector, and Ecolab’s
digital service offerings for remote monitoring and analytics to
improve operational efficiency of its customers.

Enabling Resilient Infrastructure and Advancing Research

SDG 9 supports industry, innovation and infrastructure through
building resilient infrastructure, promoting sustainable
industrialization and fostering innovation. Among its targets (9.1) is
developing quality, reliable, sustainable and resilient infrastructure to
support economic development and human well-being, with a focus
on affordable and equitable access for all. Helping this target are
ClearBridge holdings Vulcan Materials, which makes aggregates
(such as gravel) for roads and other infrastructure, and United
Rentals, which provides construction equipment such as scissor lifts,
forklifts, loaders, excavators, hoists and cranes in a resource-efficient
rental model that increases equipment utilization and reduces
wasted capacity.

Resilient infrastructure may be supported by green building practices
of real estate investment trusts like AvalonBay Communities, which
owns and develops apartment properties. In a recent engagement
with the company, we discussed AvalonBay's submission to the
Science-Based Targets initiative of a new emissions reduction target
aligned to 1.5°C climate science, rather than its current 2°C target.
This change, along with goals of 60% declines in Scope 1, 2 and 3
emissions off a 2017 baseline by 2030, help ensure AvalonBay is
bringing high sustainability standards to the ~300 communities and
91,000 homes it owns and develops. Other highlights of AvalonBay's
sustainable development include the use of embodied carbon
emissions tracking (embodied emissions are those associated with
the production stages of a product’s life), biodiversity and climate
risk assessments, construction waste recycling and drought-tolerant
and native plantings in its new development communities.

Electrification is also a key component of this target of SDG 9, and is
supported by Eaton, whose electrical equipment enables the
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electrification of the power grid and, importantly, electrical vehicle
charging infrastructure.

SDG 9 also includes a target (9.5) to enhance scientific research and
upgrade the technological capabilities of industrial sectors in all
countries and to increase the number of research and development
workers per 1 million people. Semiconductors are a foundational
technology for sustainable development. Aimost every technology
development in every sector is reliant on the development of better
and better semiconductors, and many businesses ClearBridge owns
and engages with are essential parts of that ecosystem:

«  Synopsys (which makes semiconductor design software)

¢ ASML and Lam Research (which make tools that produce
semiconductor chips)

* Nvidia and Broadcom (which design semiconductor chips)

These are also some of the most R&D-intensive businesses outside
of health care. For example, every year Synopsys re-invests more
than 30% of its revenue back into R&D to improve its next
generation of chip design software. Also on this note, companies like
Alphabet are innovating with research across multiple fields,
including long-term research into areas like quantum computing.

The list could go on, but it is worth mentioning SDG 9's target (9.c) to
increase access to information and communications technology and
strive to provide universal and affordable access to the Internet in
least developed countries. Serving this goal too, then, is Amazon's
Project Kuiper, an initiative to use a network of low Earth orbit
satellites to give affordable broadband access to underserved areas
of the world without reliable connectivity.
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