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Climate change is no longer a hypothetical risk. Though policymakers, businesses,
and activists may disagree on many aspects, there is one indisputable fact: the air and
water on our planet are warming — and this global warming is accelerating.

While our climate destiny is largely predetermined over the next two decades, there
is still massive uncertainty for long-term investors looking to navigate climate change,
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which is spurring a generational reallocation of resources and leading to the emergence
of a new set of winners and losers by country and by sector.

No one can perfectly predict the dynamics of asset price adjustments as climate risks
become internalized — or whether adjustment will be smooth or abrupt — but a repricing
will occur, and investors will need to be prepared.

In this paper, we propose an actionable climate change agenda for institutional
investors, encompassing both hidden portfolio vulnerabilities and potential opportunities
in the transition to a lower-carbon world.

At PGIM, we believe active investors must be on the front foot, predicting and
responding to the impact of climate change on the economies and our markets in which
investors operate. This will create both immense uncertainty and opportunity. Only
forward-looking, long-term investors will have the nimbleness and foresight to seize the
opportunities and navigate the risks accompanying our changing climate.
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In addition, a strategy to comply with the Paris Agreement, which aims to achieve the

1.5°C target, is emerging. While we see challenges such as the availability and quality

of emission data, we believe that the incorporation of climate change risk into equity

management will continue to progress.

36" SAAJ Annual Conference:
Role of Corporations and Securities Analysts in Heralding an Era of Post Pandemic:
Now is the time for structural reform in Japan

Keynote Speech 1: Kenichiro Yoshida, Chairman, President and CEO,

Sony Group Corporation  ........c.eeeeeeeeenrenrineeieaeeeeieeieeneennenn. 51
Keynote Speech 2: Akie Iriyama, Professor, Waseda University Graduate School of

Business and Finance, Waseda Business School ........................... 59
Closing Remarks: Daisaku Masuno, CMA ..ottt 66

Prospects

Quantum Computing in Asset Management: Future Prospects
................................................................................. Takahide Hirose, CMA 68

2 SETFFURRNYv—F)L 2021.12



Rethinking ESG Investment: From Social and Environmental Factors

other than Governance (5)

Willingness to Pay for Environmentally Friendly Agricultural Products:
From the Consumer’s Perspective...... Koichi Kuriyama /Masaya Fujino / Shinsuke Kyoi 74
Companies are socially required to conserve biodiversity, but their conservation

efforts are not sufficient because protecting biodiversity does not directly lead to
corporate profits. Therefore, the willingness-to-pay (WTP) approach has been attracting
attention as a method to evaluate the economic benefits of biodiversity conservation.
This paper provides a review of previous studies on WTP for environmentally friendly
agricultural products and discusses issues for future agricultural policy and how
companies should conserve biodiversity based on empirical studies of the environmental
valuation of environmentally friendly agricultural products.

Special Postings

Japan’s Economy in the With/Post-COVID-19 Era........................ Seisaku Kameda 85
Point of VIEW ... Shoei Yamana 94
Articles

Empirical Analysis of the Determinants of Financial Literacy .................. Misa Tei 98

Using individual household data from the Financial Literacy Survey 2019
conducted by the Central Council for Financial Services Information, we decompose
financial literacy into asset management literacy and consumption literacy and analyze
the characteristics of those who possess each. The results show that financial literacy
differs by attributes such as gender, occupation, and educational experience, and that the
attributes that influence financial literacy differ between generations.

Proportion of Outside Directors on Corporate Boards and
Corporate Disclosure Behavior ........................coinl. Saori Nara, CMA 109
This paper reveals that the higher the proportion of outside directors on a board of

directors, the better the company’s disclosure. Using the disclosure evaluation scores
from the Securities Analysts Association of Japan’s “Award of Excellence in Corporate
Disclosure,” this paper’s analytical results indicate that recent efforts to actively increase
the number of outside directors on boards have improved corporate disclosure behavior
and generated a more favorable informational environment for investors.

Book Reviews
....................................... Shinsuke Ikeda / Kimie Harada / Hidekazu Miyoshi, CMA 120

OBFEEET YR MMEx 2021 3



