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A Pioneer in Responsible Investing

Firm Overview
« Established in 1984 by Jerome Dodson

* Independently owned boutique R

* Research driven

* Robust research internship program

* Fossil fuel free

» Largest pure-play ESG Fund Company!'

Principles and Performance®

* Responsible investing is all that we have
ever done

2017 - $25B AUM

« Fully integrate fundamental and ESG

research in every investment decision

« Committed to seeking attractive, 2016- $20B AUM

sustainable long-term risk-adjusted
results 2013- $10B AUM

2003 - $1B AUM 2011- $5B AUM

Presentation For Institutional Investor Use Only — Not for Use With the Public

" Morningstar Direct, as of 03/31/20. Based on AUM of fund managers solely offering ESG investment strategies. ﬂ PARNASSUS
INVESTMENTS”

Chart shows growth of the firm’s AUM since 12/31/85 to the most recent quarter end. There is no guarantee that investment objective
will be achieved.



What Capital Strategists and Media Are Saying About Quality

With a challenging road ahead for
the US economy recovering from

the pandemic, we favor large cap When it comes to equities, it is already clear markets are
stocks with better balance sheets favoring companies with high-quality balance sheets and
and greater earnings stability. reliable revenue streams. This comes after a decade during
...we expect economic recovery to which corporations were the only reliable buyers of stocks.
be choppy and continue to Some often borrowed heavily to repurchase their shares.

emphasize high-quality companies
in our asset allocation.
- LPL, May 2020

The divergence between stocks of
different quality bands over the past
month is following a historical pattern
where the highest-quality stocks
preserved their capital better than
the market during a downturn.

- Morningstar, March 2020

- FA Magazine, May 2020

...we prefer looking for higher-quality dividend-
paying stocks. We believe that such names may
have greater ability to sustain or increase their
dividends. In addition, we found that Quality helps
to sort out the impact of dividend changes: High-
quality Growers appear most attractive, while
lower-quality Cutters and Eliminators have
suffered the worst performance among the
cohorts.

- Morgan Stanley, May 2020
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Varying Definitions of Quality

Low Levels of Debt

2 Earnings per Share Growth ¢
0 Consistent or Growing Dividends §
% Times Interest Earned E 2
s Well-Established : 2
o . —
S8 Products and Services G
Stable Revenue and Cash FIOW _‘;
ProfitGrowth  Balance Sheet Strength 2
High Return on Equity >
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Parnassus Mid Cap Fund Portfolio Managers

Portfolio Managers

Investing Style

Matthew Gershuny ,
o T Focus on quality
MBA, University of Michigan & ‘ ‘
BA, Cornell University ESG integration
Industry tenure: 23 years Focus on full market cycle returns
Parnassus tenure: 14 years Asymmetry of upside and downside capture

Manager tenure: 12 years Low turnover, high active share

Lori Keith

MBA, Harvard Business School &
BA, University of California, Los

Angeles Morningstar RatingST""

Industry tenure: 25 years

Parnassus tenure: 15 years Overall Rating™
Manager tenure: 12 years *****

Analyst Rating™

As of 05/31/20, the Pamassus Mid Cap Fund was rated against the following numbers of Mid-Cap Blend Funds over the following time periods: 373 funds in the last 3 years, 296 funds in the last 5 years and 217 funds in the last 10
: years. With respect to these Mid-Cap Blend funds, the Parnassus Mid Cap Fund - Investor Share class received a Moringstar Rating of 5, 5 and 5 stars for the 3-, 5-and 10-year periods, respectively. The Parassus Mid Cap Fund -
Institutional Share Class received a Moringstar rating of 5,5 and 5 stars for the 3-, 5-and 10-year periods, respectively. The Morningstar Analyst Ratings are continuously monitored and reevaluated at least every 14 months. Analyst
rating shown is as of 02/28/20. Past performance is no guarantee of future performance results. Full Morningstar Rating, Analyst Rating definitions, methodologies and calculations can be found at the end of this presentation.



Parnassus’s Definition of a High-Quality Company

Businesses with increasingly relevant products or services, sustainable competitive

advantages, quality management teams and positive ESG profiles.
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Parnassus Research Process

High-Quality Company

\_

Relevancy

Products or
Services with
Increasing
Relevance

\_

Moat

Sustainable
Competitive
Advantages

Management

Strong
Management
Teams With
Incentives
Aligned With

kSharehoIders j

ESG

Positive ESG
Practices in
Environmental,
Social and
Governance

\ Factors j
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Targeting Long-Term Relevancy

When a company’s products or services are gaining share in the overall economy to
help gauge their potential relevance to customers over at least the next three years.

Assessment Threats

« Addressable Market - Size and Saturation Risk of Disruption

* Current Penetration S
 Substitution

* Industry Growth Rates

« Change in Consumer Preferences
« Secular Trends

( PP PARNASSUS
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Strong, Sustainable Moats

Current and expected competitive advantage, or moat.

* High Switching Costs « Low Cost Advantages
« Sizeable Network Effect « Patents
« Regulation « Brand

PP PARNASSUS
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Indicators of Strong Management Teams

Management
» Capital Allocation and Structure

* Incentives, Compensation Structure Align
with Shareholder Interests

* Succession Planning

* Independent, Diverse Board Structure

\ PP PARNASSUS
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ESG Risks and Opportunities

ESG Factors and Issues

Workplace
Environment Diversity & inclusion
Energy & water usage Compensation & benefits

Governance
Reporting

Employee health & safety Leadership structures

Employee engagement & Executive compensation
development

Product life cycle impact

Raw material sourcing Management umover

Waste & recycling Supply chain labor

Dractices Business ethics

Community Customers

Stakeholder relations Product quality & safety

Sy Mipaes Beneficial products

Employee volunteering &

bhilanthropy Data security & privacy
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Quality Has Historically Smoothed the Ride...

Annual Net Performance %

2005-2019 38.44%
. 30.88%
40% 31.03% 32.76%
31.79% 25.31%
30% 26.25%
14.67% 9 15.33% 2119%
20% o 14 707/° - 250/ ? 12.69%
11.44% § 00, 119247720/ 26% 11.25% 10.89%
10% >14% 5 44% S 6.47% 7.35%
2. 01% 369
Io 69‘%'
0% -
2005 2006 2007 2009 2010 2011 2012 2013 2014 2015 2016 2017 2019
10% -3.12%
5.04%
20%
-30%
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m MSCI USA Quality Index ~ mMSCI USA Index

Source: FactSet as of 05/29/20. The MSCI USA Index is designed to measure the performance of the large and mid cap segments of the US market. With 634 constituents, the index covers
approximately 85% of the free float-adjusted market capitalization in the US. The MSCI USA Quality Index aims to capture the performance of quality growth stocks by identifying stocks with high-
quality scores based on three main fundamental variables: high return on equity (ROE), stable year-over-year earnings growth and low financial leverage. Past performance is no guarantee of
future results. Index returns assume reinvestment of any and all distributions and, unlike fund returns, do not reflect fees or expense. It is not possible to invest directly in an index.
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...And Historically Delivered Long-Term Outperformance

Growth of $10K As of 12/31/20

2005-2019
$45,000 $47,988

$40,000 $36, 806
$35,000
$30,000
$25,000
$20,000
$15,000
Y fo

$10,000 ~ Proa
$5,000

$_

—MSCI USA Quality Index = ===MSCI USA Index

Source: Morningstar Direct as of 05/29/20. The MSCI USA Index is designed to measure the performance of the large and mid cap segments of the US market. With 634 constituents, the index covers
approximately 85% of the free float-adjusted market capitalization in the US. The MSCI USA Quality Index aims to capture the performance of quality growth stocks by identifying stocks with high-quality scores
based on three main fundamental variables: high return on equity (ROE), stable year-over-year earnings growth and low financial leverage. Past performance is no guarantee of future results. Index returns
assume reinvestment of any and all distributions and, unlike fund returns, do not reflect fees or expense. It is not possible to invest directly in an index.
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Determining Quality with Valuation Metrics

Key Financial Indicators of Quality
« Asymmetric Risk/Reward

Positive Free Cash Flow Generation

« Effective Allocation of Capital

* Healthy Balance Sheet
* Good Margin Structure

« Comfortable Levels of Leverage

PP PARNASSUS
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Quantitative Data Screens

« Standard Deviation
* Beta
« Upside/Downside Ratios

e Portfolio Turnover
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Qualitative Data Screens

 Top 10 Holdings
« Annual Returns During Down Markets

» Valuation Metrics
e Price to Earnings
* Price to Book

* Morningstar Moats

.
.-

-
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Additional Resources

Data Providers
* Morningstar
« Refinitiv Lipper

Top-Tier Publications
« FA Mag
* Barron’s
« Kiplingers

Fund Companies

Representatives
*  Websites

« Thought Leadership
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Q&A

18
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Thank you.
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Important Information

Price/Earnings (P/E) Ratio is a ratio of a stock’s current price to its per-share earnings over the past 12 months
(or "trailing” 12 months).

Price/Book (P/B) Ratio is the ratio of a stock's latest closing price divided by its book value per share.

Alpha s a measure of performance on a risk-adjusted basis. Alpha takes the volatility (price risk) of a mutual
fund and compares its risk-adjusted performance to a benchmark index. The excess return of the fund relative to
the return of the benchmark index is a fund's alpha.

Beta is a measure of the volatility, or systematic risk, of a security or a portfolio in comparison to the market as a
whole. A beta of 1.00 means that the share price moves exactly inline with the market. A beta over 1.00
suggests that the share price will typically be more volatile than the market, and conversely, a beta below 1.00
indicates that the share price will typically be less volatile than the market.

Standard Deviation is a calculation used to measure the variability (risk) of a portfolio’s performance.

Active Share is a measure of the percentage of stock holdings in a manager's portfolio that differ from the
benchmark index.

Upside/Downside Ratio shows you whether a given fund has outperformed, gained more or lost less than, a
broad market benchmark during periods of market strength and weakness, and if so, by how much. An upside
capture ratio over 100 indicates a fund has generally outperformed the benchmark during periods of positive
returns for the benchmark. Meanwhile, a downside capture ratio of less than 100 indicates that a fund has lost
less than its benchmark during periods of negative returns for the benchmark.

Moat is defined as the competitive advantage of the business.

The Morningstar Rating™ for funds, or “star rating,” is calculated for managed products (including mutual
funds, variable annuity and variable life subaccounts, exchange-traded funds, closed-end funds, and separate
accounts) with at least a three-year history. Exchange-traded funds and open-ended mutual funds are
considered asingle population for comparative purposes. It is calculated based on a Morningstar Risk-Adjusted
Return measure that accounts for variation in a managed product's monthly excess performance, placing more
emphasis on downward variations and rewarding consistent performance. The top 10% of products in each
product category receive 5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars, the next 22.5%
receive 2 stars, and the bottom 10% receive 1 star. The Overall Mormingstar Rating for a managed product is
derived from a weighted average of the performance figures associated with its three-, five-, and 10-year (if
applicable) Morningstar Rating metrics. The weights are: 100% three-year rating for 36-59 months of total
returns, 60% five-year rating/40% three-year rating for 60-119 months of total returns, and 50% 10-year
rating/30% five-year rating/20% three-year rating for 120 or more months of total returns. While the 10-year
overall star rating formula seems to give the most weight to the 10-year period, the most recent three-year
period actually has the greatest impact because it is included in all three rating periods.

The Morningstar Analyst Rating™ is not a credit or risk rating. Itis a subjective evaluation performed by
Morningstar's manager research group, which consists of various Morningstar, Inc. subsidiaries ("Manager
Research Group”). In the United States, that subsidiary is Morningstar Research Services LLC, which is registered
with and governed by the U.S. Securities and Exchange Commission. The Manager Research Group evaluates

20 Presentation For Institutional Investor Use Only — Not for Use With the Public

funds based on five key pillars, which are process, performance, people, parent, and price. The Manager
Research Group uses this five-pillar evaluation to determine how they believe funds are likely to perform relative
to a benchmark, orin the case of exchange-traded funds and index mutual funds, a relevant peer group, over
the long term on a risk-adjusted basis. They consider quantitative and qualitative factors in their research, and
the weight of each pillar may vary. The Analyst Rating scale is Gold, Silver, Bronze, Neutral, and Negative. A
Morningstar Analyst Rating of Gold, Silver, or Bronze reflects the Manager Research Group's conviction in a
fund's prospects for outperformance. Analyst Ratings ultimately reflect the Manager Research Group's overall
assessment, are overseen by an Analyst Rating Committee, and are continuously monitored and reevaluated at
least every 14 months. For more detailed information about Morningstar's Analyst Rating, including its
methodology, please go to global.morningstar.com/managerdisclosures/. The Morningstar Analyst Rating (i)
should not be used as the sole basis in evaluating a fund, (ii) involves unknown risks and uncertainties which
may cause Analyst expectations not to occur or to differ significantly from what they expected, and (iii) should
not be considered an offer or solicitation to buy or sell the fund. Past performance is no guarantee of future
results.

The MSCI USA Index and the MSCI USA Quality Index are unmanaged indexes of common stocks. Itis not
possible to invest directly in an index. Index figures do not take any expenses, fees, or taxes into account, but
mutual fund returns do. An index reflects no deductions for fees, expenses or taxes. Common stock prices
fluctuate based on changes to a company's financial condition and on overall market and economic conditions.

None of the Information constitutes an offer to buy or sell, or a promotion or recommendation of, any security,
financial instrument or product or trading strategy, nor should it be taken as an indication or guarantee of any
future performance, analysis, forecast or prediction. None of the Information can be used to determine which
securities to buy or sell or when to buy or sell them. The Information is provided "as is” and the user of the
Information assumes the entire risk of any use it may make or permit to be made of the Information. 0266-
050420.

The Parnassus Funds are distributed by Parnassus Funds Distributor, LLC.

Before investing, an investor should carefully consider the investment
objectives, risks, charges and expenses of a fund and should carefully read
the prospectus or summary prospectus, which contains this and other
information about the fund. A prospectus or summary prospectus can be
obtained on the Parnassus Investments website, www.parnassus.com, or
by calling (800) 999-3505.
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CE CREDITS

This webcast qualified for the following continuing education credits:

The CFP Board — 1 hour
Investments & Wealth Institute™ (previously known as IMCA) — 1 hour

If you would like to receive credit for participating in this live webcast, please follow the directions below.

*NOTE: YOU WILL HAVE 10 DAYS AFTER WATCHING THE LIVE WEBCAST TO REPORT FOR CREDIT VIA OUR WEBSITE.
Financial Advisor Magazine will then report to The CFP Board and Investments & Wealth Institute™ on your behalf. After 10 days,
the webcast will no longer be available for reporting.

1.
2.
3.

6.

7.

Visit our website: http://www.fa-mag.com/ce_center.php

Select the designation you would like to report the webcast to.

If you have already registered to complete and report CE credits with us, please log in using your username and password. If
you are new to our CE Center, please complete the registration form in its entirety. (Note: You will need to supply your ID#
generated from Investments & Wealth Institute™.)

Once you are logged in to your CE Center account, SCROLL TO THE BOTTOM OF THE PAGE to find the list of CE exams and
webcasts we offer. (Please read the important information on that page regarding the CE reporting process.)

Click on the Webinar Credits button to select the webcast you attended, complete the short questionnaire and print

the “Certificate Of Completion” page for your records.

The webcast credit will be reported by Financial Advisor Magazine the first week of the new month for the previous month. Allow
10 business days for the credit to be posted on your account.

Thank you for participating in our webcasts!

If you have any questions regarding CE credit reporting, please email Heidi Pope at heidi@fa-mag.com

To view the slides and a recording of this webcast please visit:
http://www.fa-mag.com/ParnassusJune16

For upcoming webcasts, please visit: http:/www.fa-mag.com/webcasts.html
Please send your questions, comments and feedback to: jennifer@fa-mag.com



