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Introduction

Aikya is an independent investment management company that focuses on investing
in Emerging Markets equities. Aikya is majority-owned by employees and entirely
investment-driven. While Aikya was only founded in March 2020, the investment team
has over a decade of track record of responsible investing in Emerging Markets. Aikya
team members have worked at major investment management firms for most of their
working lives and have multiple decades of combined experience investing in Emerging
Markets.

Aikya was founded with the aspiration to be the gold standard of sustainable investing
within Emerging Markets. The name Aikya means oneness in Sanskrit, reflecting our
belief that Environmental, Social, and Governance (ESG) considerations are as integral
to investment decision-making as the analysis of traditional financial metrics on a
company’s performance.

In this report, we aim to explain how we comply with and support the 12 principles of
the UK Stewardship Code in our role as an investment manager. The report covers the
year ending June 30™", 2021 and has been reviewed and approved by the Aikya Board.

Signed

Ashish Swarup
Managing Director
Aikya Investment Management
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Principle 1: Purpose, Strategy and Culture

Signatories’ purpose, investment beliefs, strategy, and culture enable stewardship that
creates long term value for clients and beneficiaries leading to sustainable benefits for
the economy, the environment and society.

Purpose

Aikya has a twin purpose:

1. To generate healthy long-term investment returns for our clients with strong
downside protection.

2. To make a significant impact when it comes to the sustainable development
problems facing Emerging Market countries by investing in responsibly
managed high-quality companies.

We believe that both elements of our purpose are aligned. Generating healthy long-
term investment returns with strong downside protection is only possible if we invest in
high-quality companies that are well-positioned to solve sustainable development
problems.

Business Model and Strategy

Aikya is an investment management boutique majority-owned by the investment team.
We focus on investing in Emerging Markets only. Our ambition is to be known amongst
the best performing Emerging Markets focused investment managers globally.

We are entirely investment driven. We do not want to be the biggest, but we do want
to be the best at what we do. To achieve our purpose, we plan to implement strict
capacity control measures.

We would like to grow our business by finding like-minded institutional clients who
understand our investment approach and share our passion for helping to solve the
development problems facing Emerging Market countries. We intend to continue to
carefully select our client base to ensure that they are well-aligned with our mission,
which means we are driven by the quality, not scale, of client assets.

We want to keep things simple at Aikya and intend to keep our focus on Emerging
Markets. We are one investment team based in one location, with a flat structure and
collegiate culture. Keeping things simple maximises our focus and improves our
investment performance.

Our partner and minority equity holder, Pinnacle Investments (ASX: PNI), has along and
successful history incubating and supporting boutique investment businesses, with its
affiliates collectively managing $60bn of assets. Aikya has been established in a way
that allows the investment team to concentrate entirely on investing, with Pinnacle
providing an entire range of support services.
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Serving Best Interests of Clients

We believe Aikya is well-positioned to create long-term value for our clients and to
serve the interests of society at large. Our most important edge is our long-term
mindset and psychological discipline, which allows us to look beyond short-term
headlines and market noise. A long-term focus can be developed over time, but it
requires a business structure that supports investment-driven decision making. The
right business structure nurtures the right type of investment culture, which is
supported by an aligned investor base.

Most investment managers operate within large institutional structures which prioritise
growth in Assets Under Management (AUM) over investment performance. Many firms
are run by people who are not ‘investors’ themselves, and therefore they focus on what
they can ‘measure’ or ‘control’. Instead of thinking about how to enhance long-term
returns, many investment management firms get obsessed with short-term relative
performance vs. their peer group and the benchmark. Although unconventional
decisions can generate superior investment performance in the long term, most
managers are reluctant to differentiate through fear of standing out from the crowd.

Aikya is majority controlled by the investment team, and every decision we make is
driven by a desire to execute our investment philosophy in the best possible way. We
don’t chase short-term market returns if it means compromising our true purpose,
drifting from our investment philosophy, or putting the long-term investment returns
for clients at risk.

Investment Beliefs

Stewardship

Establishing the quality of stewardship in the companies we chose to back is at the
heart of our investment philosophy. We look for a strong sense of purpose,
environmental and social stewardship, exemplary governance, and a well-aligned
organisational culture. Our core belief is that high-quality stewards align their
businesses with the interests of all stakeholders, and business groups that incorporate
sustainability thinking into everyday decision-making are going to be the long-term
winners.

Long Holding Periods

The long-term prospects of companies are seldom priced perfectly by the market, and
high-quality stewards tend to sustain the compounding power of their businesses for
far longer than most market participants anticipate. Our advantage is our willingness to
hold shares in the companies we like, for a long time. As a result, we are sober in the
good times and retain perspective during difficult periods. We use periods of difficulty
to accumulate shares in our favourite companies.

Integrated Approach to Sustainability
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Analysing sustainability topics and then engaging with companies on the most material
issues is an integral part of our investment process, and therefore every Aikya analyst
is involved with stewardship and engagement activities. Our analysis of sustainability
issues at a company level is as detailed and rigorous as traditional financial metrics.

We think it is not possible to have a genuinely long-term focused investment approach
if sustainability analysis is outsourced to a separate internal team. First and foremost,
sustainability analysis is a key component when assessing the quality of a company, and
therefore should be performed by the investment team itself. Secondly, having a
separate team perform sustainability assessments and conducting engagement
activities usually means these functions are a few steps removed from portfolio
management; so, whilst their analysis might be excellent, there is a lack of impact on
the final portfolio. Moreover, when the engagement is driven by investment analysts
themselves, company management can appreciate the relevance and urgency of these
issues more clearly.

Deep Relationships with Investee Companies

In an Emerging Markets context, deep and long-lasting relationships with the key
decision-makers of investee companies are crucial to making an impact through
engagement. As a team, we have deep relationships with the management teams of our
portfolio companies and extensive experience engaging with them on stewardship-
related issues. Our long holding periods build a sense of partnership with investee
companies, which, over time, become increasingly open to engagement. Our
relationships allow us to discuss critical sustainability issues with top management;
positive engagement on such matters becomes a powerful tool for enhancing the value
of our client portfolios.

Active Engagement

We engage for two primary reasons: Firstly, we believe that owning shares in a business
comes with both rights and responsibilities. Therefore, as part owners of the business,
we have an obligation to engage with senior management to nudge them towards
better behaviour, rather than divesting our holding. Secondly, we see sustainability
topics as investment issues and do not separate the two; positive engagement on such
issues becomes a powerful tool in driving shareholder value and enhancing the value of
our client portfolios. How management teams respond to our engagement requests
also gives us a good read on the quality of their stewardship.

Sustainability Impact Goals

We have set clear sustainability impact goals for the Aikya Emerging Markets Equity
Portfolio (Aikya Portfolio), which are linked to specific long-term goals for each of our
investee companies (https://aikya.co.uk/sustainability-impact-report-2020/).
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1. The portfolio should only be invested in companies that make a significant

2. )
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