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Next Economy Investment Philosophy

Green Alpha’s investment philosophy is straight forward:
don’t invest in companies that cause global systemic

risks; instead, invest in the solutions.

We believe companies that create or enable innovative
solutions to climate change, resource scarcity and
widening inequality are the greatest growth drivers of the

twenty-first century. That’s the Next Economy.
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Why Invest in Growth & Income?

A Active, long-only equity strategy combining current
income with potential for capital growth

A Comprised of income producing, global Next
Economy™ companies

A Investsin 25-35 companies developing innovative
solutions to core economic and environmental risks

A Fossil fuel free since inception
Inception Date: October 8, 2012

Style: All-Cap Global Growth Equity
Available Vehicle: separately Managed Account

Portfolio Construction: Growth & Income

The Growth & Income portfolio is designed for investors
who desire the powerful combination of growth and
income within one portfolio. The strategy seeks to provide
long-term capital appreciation without excess volatility,
while delivering dividend income at higher rates than the
broad equity market. As with all active Green Alpha
portfolios, Growth & Income constituents are taken from
Green Alpha’s Next Economy universe of stocks, meaning
they meet both top-down (evaluating contribution to a
sustainable economy) and bottom-up (fundamentals-
based analysis) criteria. Growth & Income stocks are then
selected for current or potential dividend yield coupled
with strong current and expected growth at a reasonable
price. Under normal market conditions, the portfolio is
generally composed of at least 80% global equities and at
most 20% cash and cash equivalents. Like all Green Alpha
portfolios, the Growth & Income portfolio is a fossil fuel

free, all-cap, cross-sector, global equity strategy.

Please see the final page of this document for important disclosures about portfolio, benchmark and characteristic information.
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Portfolio Overview: Growth & Income

Portfolio characteristics, how they compare to other portfolios, and allocation by market cap

Growth & Income Characteristics Equity Allocation by
Market Cap

A" High Income- a compelling combination of strong growth and higher dividend
income than the broad equity market

A Fundamentals-driven - because the quality of the companies you invest in and Large _ 43.66%
the price you pay for them matter Cap ’
V' High growth - indicated by Sales Growth, drop from current P/E to Forward

P/E as revenue and earnings grow Mid

0
Cap 19.98%

V' Compelling valuation - demonstrated by Price/Sales, Price/Book metrics

\/ Strong balance sheet, solid management execution - expressed by LT

. ; Small
Debt/Equity, Current Ratio Cap - 25.03%

A Fossil fuel free since inception - we have never invested in companies that
prospect, extract, refine, or transport fossil fuels, nor fossil-fired utilities

A Diversified - we look for solutions wherever we can find them - across the globe, Micro 8.92%

in firms of all sizes, and in every industry Cap

A" Public equities, long-only - largest asset class, largest opportunity forimpact

Green Alpha Benchmark: Green Alpha Sierra Club Green Alpha

CiEIREEsTes Growth & Income S&P 500 Next Economy Index Green Alpha Next Economy Select

# of Securities 30 500 95 33 52

Sales Growth,

1-Year Trailing 9.53% 9.77% 16.17% 13.69% 14.02%
P/E, Current 44.26 32.95 38.82 42.02 36.32
P/E, 1-Year Forward? 30.67 22.13 31.67 30.20 24.48
Price/Sales 2.06 2.23 1.71 1.22 1.01
Price/Book 2.18 3.30 2.92 2.05 2.03
LT Debt/Equity 0.94 0.87 0.58 0.53 0.59
Current Ratio 2.58 2.10 2.92 3.55 2.96
Dividend Yield 4.70% 1.89% 1.63% 1.25% 1.86%
US Domicile 74.35% 100% 75.96% 65.66% 63.87%
Non-US Domicile 23.24% - 22.97% 30.82% 27.70%
Cash 2.41% - 1.07% 3.52% 8.43%
mlrgﬁ;e%aicgl('sgts';;‘ 20.17 197.05 59.42 49.04 35.48
Turnover, 1-Year Trailing 32% - 19% 19% 24%
Beta, 1-Year Trailing 1.08 1.00 1.22 1.40 1.21

), benchmark and characteristic information.
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Manager Commentary & Performance History

2017 in Review

Performance History
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Welcome to our review of the Next Economy in 2017. In 2017, markets held up in spite of uncertainties, and Green Alpha
strategies performed particularly well, outpacing major benchmarks, and our assets under management grew

substantially to $112 million. So, what was relevant about our Next Economy investment thesis in 20177

For those of us who don’t live and breathe Next Economics, a refresher may be useful. Next Economics rests on the idea that the global
economy is becoming ever more efficient and productive as it 1) increasingly incorporates tech-leveraged innovation and 2) moves to
minimize the global risks that threaten the economy’s ecological and social underpinnings and, as a result, economic growth. In its
ultimate realization, the economy will be efficient enough that it can provide good standards of living for everyone without overtopping
any of these tolerances, thereby preventing probable systemic collapse. By generating long-term wealth via risk-mitigating products and
services - rather than short-term wealth via risk-exacerbating industries like fossil fuels - it is possible to achieve an economically,

environmentally, and socially “sustainable” economy.

In terms of portfolio construction methodology, we take a private equity-like view of public equity investing in that we seek the best growth
opportunities representing the most innovative, dynamic, risk-solving, and fast-growing companies, often tech-leveraged, that we can
identify. Therefore, our strategies are all cap, cross sector, cross industry, and global. As such, our portfolios don’t lend themselves to
comparison with any individual benchmark. Indeed, as a matter of thesis, we believe that most traditional benchmarks reflect the
inefficient legacy economy as much as, and probably more than, they do the highly productive Next Economy. Not only do our strategies
not correlate especially closely with most traditional benchmarks (apart from definitional equity correlation), we don’t especially want

them to; correlating with the legacy economy is not within our mission. Cont. on Page 4.

All returns presented above that are greater than 1 year in length have been annualized. Performance data quoted represent past performance. Past performance
does not guarantee future results and current performance may be lower or higher than the data quoted. Growth & Income performance results reflect
performance of a model portfolio. The Growth & Income model performance does not reflect any transaction costs. Growth & Income performance results do reflect
the reinvestment of dividends and interest. The Growth & Income model contains equity stocks that are managed with a view towards capital appreciation and
current income. Extreme periods of underperformance or outperformance are due to the concentrated nature of the strategy and the impact of specific security
selection. Such results may not be repeatable. Model performance has inherent limitations. The returns shown are model results only and do not represent the
results of actual trading of client assets. The model performance shown does not reflect the impact that material economic and market factors had or might have  gorporation
had on decision making if the account held actual client capital. Actual client accounts in this strategy are managed by Green Alpha based on the model portfolio, ™
but the actual composition and performance of these accounts may differ from those of the model portfolio due to differences in the timing and prices of trades,

and the identity and weightings of securities holdings. Please see important disclosures on page 8 of this document.
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Green Alpha#s

2017 in Review

Since our thesis holds that Next Economy innovations will increasingly gain market share from their legacy economy predecessors and
counterparts in any given industry, we believe that our strategies should, within the additional context of stock selection, realize this
lack of correlation as an ability to earn alpha over the long term versus traditional index benchmarks. Over time, we anticipate broad
market index turnover to reflect the growing scale and number of representatives of Next Economics in the global economy, and
therefore the differences between the output of our thesis and major market indices will become less. This will be a decades-long

process.
Common threads of 2017 among Green Alpha portfolios

What, then, are the primary portfolio drivers of ever-increasing, sustainable productivity? In 2017, tech-leveraged innovation and cheap
renewable energies led the charge. The global economy is increasingly characterized by automation, machine learning and Al, robotics,
connectivity for all smart objects, and waste-to-value based resource management - all powered by true renewables like wind and
solar. Unsurprisingly, the leading companies behind these inventions have been growing. More detail about specific sectors and
industries can be found below within each strategy’s review, but let’s begin by looking more closely at renewable energy, the

cornerstone of an indefinitely sustainable economic system.

We’re keen to own leaders in renewable energies since overall, renewable generation remained one of the fastest growing global

industries in 2017. Solar is poised to install 108 GW of new capacity in 2018 - up from 9 GW in 2007. Don’t expect these trends to slow

dow.

-to-
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https://www.bloomberg.com/news/articles/2017-12-14/world-s-solar-is-about-to-hit-100-gigawatts-thanks-to-china
http://www.fi-powerweb.com/Renewable-Energy.html
https://about.bnef.com/blog/henbest-energy-2040-faster-shift-clean-dynamic-distributed/

