Investing in the Next Economy
A New Definition of Portfolio Risk

The Next Economy™ is the unfolding, solutions-driven way we produce and
consume goods and services. As systemic risks — climate change, resource scarcity,
widening inequality — continue to materialize, demand for solutions is accelerating.

As a result, innovative companies addressing systemic risks are leading long-term
economic growth, and investing in them is our best opportunity to preserve and
create wealth. By directing capital to solutions creators, investors can catalyze and
gain from the highly efficient, sustainable Next Economy.
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scarcity and widening inequality is the greatest wealth creation driver of the 21 century.
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Key Highlights

U A New Definition of Risk. Growing systemic risks — including climate change, resource scarcity and widening
inequality — have put the business-as-usual economy in peril. Investors need to rethink their investment decision
making process with an eye to these material, long-term risks.

U Solutions as Economic Drivers. In a rapidly changing world, long-term economic growth will be concentrated
among firms finding solutions to these systemic risks. Today, the primary centers of innovation and efficiency — in
renewable energy, the Internet of Things (IoT), autonomous transportation and many other applications — are
individually and synergistically creating the basis of the Next Economy.

Ui Next Economy Portfolio Theory provides the framework for a solutions-driven investment approach that
reduces portfolio risk inherent in the legacy fossil fuels-driven economy, while simultaneously driving capital
toward a genuinely sustainable economy.
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Investing in the Next Economy

The economy of the future has little to do with
markets of the past. For many economists and
investment managers, this may seem like a bold
claim, but the reasons for it are clear.

Today’s expanding list of systemic risks — starting
with climate change, resource scarcity and
widening inequality — has put the business-as-
usual economy in peril.

At the same time, rapidly accelerating innovation’
presents a myriad of opportunities to mitigate these
risks, while stimulating economic growth. It is this
unfolding, solutions-oriented, innovation-driven,
connected, highly efficient economy that we call the
Next Economy.™

“Such a rapidly evolving economy
requires an

That is why we need
Next Economics and Next Economy
Portfolio Theory.”

This solutions-focused, risk-mitigating economy is
materializing across sectors and industries; however,
no sound investment approach had been codified to
reflect this emerging economy until the creation of
Next Economy Portfolio Theory.

Arapidly evolving economy requires an equally
adaptive approach to investment management.
Likewise, conventional approaches to investing will
prove wanting if they fail to keep pace with shifts in

the risk landscape and dramatic increase in
innovation.

That is why we need Next Economics™ and Next
Economy Portfolio Theory.™

Next Economics is a theoretical framework that
incorporates the:

1) likeliest outcomes of burgeoning systemic risks
and

2) resulting opportunities to drive economic growth
with creative solutions to these systemic risks.

The Next Economics framework then informs the
practical investment application, called Next
Economy Portfolio Theory. Investment managers
that employ this framework may capture gains from
companies working to drive progress toward the
rapidly evolving, highly efficient, low-carbon,
innovation-driven economy, while simultaneously
minimizing portfolio risks.

Next Economics centers on two key arguments. The
firstis that the growing global economy has and will
continue to evolve by factoring in systemic risks. This
first concept is not unusual; sustainable
development advocates like the UNEP have explored
this for several decades.

The second fundamental argument remains
untapped: creative solutions to these systemic risks
are becoming the major drivers of economic growth,
which then generates investment returns and creates
wealth.

Next Economy Portfolio Theory must follow. A
manager can no longer rely on Modern Portfolio
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Theory (MPT) to fully and accurately assess current
and future risk and opportunity sets; nor can they
merely overlay “green” or ESG specifications onto
existing economic or investment theories and expect
to realize anything more than a slightly greener
portfolio.

It’s time for a new, indefinitely sustainable system —
one that utilizes the best of what traditional models

offer, and sheds outdated and outmoded
assumptions about performance and, most
importantly, incorporates known long-term risks to
the global economy.

Here’s what that |
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