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A Look at Dividend ETFs & Net Zero Cost



Disclaimer

I" Confluence
¥ Analytics

www.confluenceanalytics.com

DISCLAIMER: Any assumptions, opinions and estimates constitute our judgment as of the date of this material and are
subject to change without notice. Confluence Capital Analytics Inc. (“Confluence”) and its affiliates and any third-party
providers, as well as their directors, officers, shareholders, employees or agents (collectively: “Confluence Parties”) do not
guarantee the accuracy, completeness, adequacy or timeliness of any information, including ratings and rankings and are not
responsible for errors and omissions or for the results obtained from the use of such information and Confluence Parties shall
have no liability for any errors, omissions, or interruptions therein, regardless of the cause, or for the results obtained from
the use of such information. CONFLUENCE PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES,
INCLUDING, BUT NOT LIMITED TO ANY WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A
PARTICULAR PURPOSE OR USE. In no event shall Confluence Parties be liable to any party for any direct, indirect, incidental,
exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including,
without limitation, lost income or lost profits and opportunity costs) in connection with any use of the information contained in
this document even if advised of the possibility of such damages. Confluence ratings and rankings are statements of opinion
as of the date they are expressed and not statements of fact or recommendations to purchase, hold, or sell any securities or
to make any investment decisions. Confluence ratings and rankings should not be relied on when making any investment or
other business decision. Confluence’s opinions and analyses do not address the suitability of any security. Confluence does not
act as a fiduciary or an investment advisor. While Confluence has obtained information from sources believed to be reliable,
Confluence does not perform an audit or undertake any duty of due diligence or independent verification of any information it
receives. Confluence keeps certain activities of its business units separate from each other in order to preserve the
independence and objectivity of their respective activities. As a result, certain business units of Confluence may have
information that is not available to other Confluence business units. Confluence has established policies and procedures to
maintain the confidentiality of certain non-public information received in connection with each analytical process. Confluence
may receive compensation for its ratings and certain analyses. Confluence reserves the right to disseminate its opinions and
analyses. At times, Confluence’s public ratings and analyses are made available on its website
(www.ConfluenceAnalyticse.com) and may be distributed through other means, including via Confluence-issued
publications and third-party redistributors. This material is not intended as an offer or solicitation for the purchase or sale of
any security or other financial instrument. Securities, financial instruments or strategies mentioned herein may not be suitable
for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice, and are only
correct as of the stated date of their issue. Prices, values, or income from any securities or investments mentioned in this
report may fall against the interests of the investor and the investor may get back less than the amount invested. Where an
investment is described as being likely to yield income, please note that the amount of income that the investor will receive
from such an investment may fluctuate. Where an investment or security is denominated in a different currency to the
investor’s currency of reference, changes in rates of exchange may have an adverse effect on the value, price or income of or
from that investment to the investor. The information contained in this material does not constitute advice on the tax
consequences of making any particular investment decision. This material does not take into account your particular
investment objectives, financial situations or needs and is neither intended as a recommendation of particular securities,
financial instruments or strategies to you nor is it considered to be investment advice. Before acting on any information in this
material, you should consider whether it is suitable for your particular circumstances and seek professional advice.
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Agenda

« Cost of Emissions & Yield Through the Eyes of 4 Dividend ETFs
« Closer Look at US Dividend ETFs: VIG, DVY, SDY, DLN
« What are the high-cost constituents both in terms of Risk & Emissions

- Using our Signals to create an optimal Net Zero Income Stream



Dividend ETFs & Net Zero
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Ticker Name

VIG Vanguard Dividend Appreciation Fund 77.3B
SDY SPDR S&P Dividend ETF 22 .8B
DVY iShares Select Dividend ETF 21.7B

DLN WisdomTree US Large Cap Dividend Fund 3.5B

1 - Assets under managmeent as of 4/30/2023
2-Yield asof 5/1/2023
3 - Cost of Emissions is GHG metric tons per S$1mm invested

4-YTD,1yr,3yr are as of 4/30/2023 end date

4.37%

0.44%

-2.05%

1.97%

4.62%

3.39%

-1.71%

2.61%

14.47% 31.21
16.92% 83.25
18.66%
15.51% 82

 We selected 4 US Dividend ETFs to get a sense of the cost of emissions and its effect

on yield and return

* A quick summary of the ETFs’ yield/return along with the cost of emissions of each

product

« DVY stands out both in terms of Yield and, particularly, on emissions
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Cost of Emissions of Dividend ETFs
N\

Ticker Emissions (GHG m/tons)”* Net Zero %" Cost of Net Zero ($)? Cost (bps)  Total (GHG m/tons)’
VIG 77,300 31:21 100% 6,730,967 0.01% 2,412,533
SDY 22,800 83.25 100% 5,295,699 0.02% 1,898,100
DVY 21,700 32175 100% 19,479,710 6,981,975
DLN 3,500 82 100% 800,730 287,000

Notes:

1 - Assets under managmeent as of 4/30/2023

2 - Cost of Emissions is GHG metric tons per $1mm invested

3 - % of the Emissions offset; 2050 Targets are for 50%

4 - We are using the Nature Based Offset OTC Price of $2.79; Digital Carbon Trades at $1.42 on average
5 - Equal to (AUM x Emissions x Net Zero %)

« If one were to offset all of the emissions associated with each ETF the cost would
range from 1bps to about 9bps for DVY

« What are the sectors and stocks driving these emissions and is there a way to
optimize?



Source of Emissions

A closer look at emissions
from a sector perspective

DVY stands out with the
majority of its emissions
coming from Utilities. The ETF
IS >4x more emissions
intensive than its closest peer
among the Dividend ETFs.

VIG, the least emissions
intensive, has the most
diverse sources of emissions
of the four Dividend ETFs.

VIG ETF

Percent Total Emissions Per Sector
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DVY ETF
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VIG Carbon Profile

Percentile Carbon Mkt Cap
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Looking under the hood of VIG, which is the least carbon intensive of the 4 Dividend

ETFs, allows us to highlight the biggest drivers of emissions at the company level

(those companies to the left).
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VIG Carbon Signal 3 Risk
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« Carbon Signal 3 mixes Carbon, ESG and residual returns to make a forecast of future
returns. The ranking system on the Y-axis is the result of this process.

« Higher ranked stocks are forecast to outperform their lower ranked brethren. The red
rectangle shows which stocks could be eliminated to improve risk/return going
forward.
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DVY Carbon Profile
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 DVY has a heavy concentration of companies at the worst end of the carbon intensity
spectrum, highlighted in red.

 These are the companies that drive the ETF's significantly higher than average
emissions profile among the Dividend ETFs.



DVY Signal Risk

Carbon Signal 3
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- Carbon Signal 3 mixes Carbon, ESG and residual returns to make a forecast of future

returns. The rankings system on the Y-axis is the result of this process.

Higher ranked stocks are forecast to outperform their lower ranked brethren. The red
rectangle shows which stocks could be eliminated to improve risk/return going forward.
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Process to Optimize Return/Risk/Carbon

Use Confluence Signals to create a more efficient and sustainable income stream with net
zero emissions:

- Start with a US Large Cap Dividend universe and apply a filter to create a dividend
portfolio

 What is the resulting yield, emissions, and sector allocation?

 How does this Compare to the existing options?
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Optimized Dividend Portfolio
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Dividend Model Emissions Profile

Percent Total Emissions Per Sector

Avg Climate Emissions Intensity (tons of GHG/tCO2e per $MM Invested) K2

> Communication Services Utilities

2 - Consumer Discretionary ) Materials

[

‘_E Information Technology

2

£

w

& 100

- /

E s

O

o 50

g

g — T —

< :

May '20 Sep '20 Jan'21 May '21 Sep 21 Jan '22 May '22 Sep '22 Jan'23 ~ Industrials
— Average Climate Emissions Intensity US_LARGE Average Climate Emissions Intensity Financials \
Health Care '
1 i

E;al - - - -
Confluence Optimized Dividend Model
. ADI

I

Emissions Profile significantly lower
than equal weighted benchmark.

Percentile Scope3 Mkt Cap

At 13.4 m/tons vs the benchmark at
51m/tons

04 05 0.6 07 08 0.9 1
Percentile Carbon Mkt Cap




f’ Confluence
¥ Analytics

Net Zero Dividend Model vs ETFs

Ticker Name Cost of Emissions’

Confluence Dividend Net Zero Model - -1.5% 2.7% 35.4% @

VIG Vanguard Dividend Appreciation Fund 77.3B 1.97% 3.8% 2.0% 25.7% 31.21

SDY SPDR S&P Dividend ETF 22.8B 2.53% -0.2% -1.3% 18.9% 83.25

DVY iShares Select Dividend ETF 21.7B 3.63% -2.9% -9.9% 19.6% 321.75
DLN WisdomTree US Large Cap Dividend Fund 3.5B 2.66% 1.2% -2.6% 15.5% 82

Notes:

1 - Assets under managmeent as of 4/30/2023
2-Yield asof 5/1/2023

3 - Cost of Emissions is GHG metric tons per $1mm invested

4-YTD,1vr,3yr are as of 4/30/2023 end date

The Confluence Net Zero Dividend Model Portfolio generates a comparable yielding
investment vehicle with fractional emissions costs relative to its peer Dividend ETFs.

It (Confluence Net Zero Dividend Portfolio) is an equally-weighted, broadly diversified
basket of large cap stocks, with each constituent comprising less than 1% of the portfolio.
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Emissions Profil
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VIG Emissions Profile / Cost
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SDY Emissions Profile / Cost

Weighted Climate Emissions Intensity (tons of GHG/tCO2e per $MM Invested) L Percent Total Emissions Per Sector
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DVY Emissions Profile / Cost

Weighted Climate Emissions Intensity (tons of GHG/tCO2e per $MM Invested) & Percent Total Emissions Per Sector

Communication Services

Consumer Discretionary
Consumer Staples

350
325 /
s Energy

I
I

300

Utilities —
275

Weighted Climate Emissions Intensity

\\ & Financials
\\ Health Care

Industrials

Apr '21 Jul'21 Oct'21 Jan '22 Apr'22 Jul '22 Oct '22 Jan '23 Apr '23

— Weighted Climate Emissions Intensity I —
Confluence Analytics y

Materials

DVY ETF Emissions

@ i g EEE & MRK PM @
2 = oo oy @ @ Way above Market Emissions profile
e (R S G ﬁ‘% 321m/tons vs 51 m/tons

Big Exposure to Utilities at 57%

0.4 0.45 0.5 0.55 0.6 0.65 07 075 0.8 0.85 0.9 0.95 1

Net Zero Cost = $19.5Million




Percentile Scope3 Mkt Cap

DLN Emissions Profile /
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SPY Emissions Profile / Cost
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Defining Signals

ESG Rank Equal-weighted score of the sub categories of E,S,G pillars

ESG Signal 1 Score based on Top 5 ESG KPIs positively correlated with
residual returns

ESG Signal 2 Rank based on 12-month return model of residual returns,
ESG Ranks and Deltas

Carbon Signal 3 Rank based on 12-month return model of residual returns,
ESG ranks, Carbon data and their deltas
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ESG & Carbon Signal Process

Machine-Learning
Models Analyze
Relationships

ESG =
4
Actionable and
Carbon = Easy-to-Integrate
ESG Data
Residual

Returns >

www.confluenceanalytics.com
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Comprehensive Signals

US Large Cap Signal Ratings Signal Rating as % Mkt Cap of Universe

7% 4.8
13.5

18.2 63.5

m Rated = Not Rated m Top 25% Rank m 50-75% Rank m=25-50% Rank m Bottom 25%

www.confluenceanalytics.com
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Our Signals Lead to Better Outcomes

US Large Caps US Large Caps
(Confluence Signals 1 Year Performance) (Confluence Signals Since Inception)
0 50
41.6% 41.4%
48.9%
5 375 33.4%
-10 25
8.2% -9.6%
-15 12.5
-13.3%
-20 0
ESG Signal 1 ESG Signal 2 Carbon Signal 3  Benchmark ESG Signal 1 ESG Signal 2 Carbon Signal 3  Benchmark
Top 20% Top 20% Top 20% Top 20% Top 20% Top 20%
Equally weighted, updated quarterly. 1 yr performance is 2022. Equally weighted, updated quarterly. Since Inception starts 7/31/2019.

Eliminate guess work and time spent deciphering which ESG factors will influence
future performance for individual stocks

Our signals determine stock performance and risk without regard for narratives

www.confluenceanalytics.com
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