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Objectives and Methodology

Coalition Greenwich conducted its fifth market study with institutional investors examining their preferences,
perspectives, and future plans for employing ESG.

Results are based on 305 telephone interviews with key investment decision makers at large institutional
investors across North America, Europe, and Asia.

Interviews took place from June through August of 2022.

Participant Composition

Plan Type Plan Size Region
0,

m Corporate DB/DC 10% 19%

m Public Sector DB

® Insurance

m Endowment/Foundation

m Collective Pension

m Commercial Bank

H <$499M
® Asset/Fund Manager = $500M - $999M
® Union/Multi-Employer $1B - $9.9B - NA . EU Asia
u Other m $10B - $49.9B

= $50B+

*Other includes Religious Institution, Sparkasse, and Sovereign Wealth Fund.
S2. Which of the following best describes your institution type? (Base: 305)
S1. Which of the following ranges represents your institution’s total assets under management? (Base: 305)
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Utilization of ESG In Institutional Portfolios

Globally, 75% of investors employ ESG strategies, varying from 53% to 92%
across regions; 56% of users integrate ESG into investment philosophy.

Current
ESG Use
Yes, 75% i Yes, 53% Yes, 76%
ESG
Utilization
B ESG is integrated into our investment philosophy B We seek out and put into action ESG strategies where appropriate

We have an allocation to a discrete ESG mandate(s) / fund(s) B Other

Q1. Do you currently employ ESG in your portfolio? (Base: Global (305); NA (102); EU (127); Asia (76))
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Global

Approaches to ESG Implementation

Systematic inclusion of ESG remains the preferred approach across regions;
only other approach with >50% appeal is active ownership, in Europe.

Approach Global NA EU Asia

ESG Integration (Total)
Systematic inclusion of ESG factors into the
investment process 36% 29% 66% 64% 67%

Active Ownership
Shareholders exercising power to influence more
ESG-compliant practices from corporate leaders 11% 34% 35% 53% 40%

Inclusionary Screening

Screening in securities for meeting ESG criteria 17% 27% 42% 43% 47%

Impact Investing

Investing to secure positive outcomes for a specific

cause 11% 23% 4%  30%  34%

Exclusionary Screening

Screening out securities for not meeting ESG criteria 17% 15% 18% 41% 339%

Thematic Investing

Investments seeking to benefit from the advancement 36% 26% 39%
of certain macro developments, like subsidies in 6% 26%

Green Energy

Norms-Based Screening 23% 21% 17%
Screening of investments against certain minimum 3% 18%

standards as dictated by international norms
mRanked #1  mRanked #2 or #3 [ Total

Q18. Of the following approaches to ESG investing, which ones are the most appealing to you when considering an ESG manager or strategy? Please rank top 3. (Base: Global (271), NA (80), EU (125), Asia (66))
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Current ESG Investors — Main Objectives

Almost 70% of investors cite positively impacting society/environment as main

ESG objective, with satisfying stakeholder demand close behind at 64%.

Main Objective in Using ESG in Europe

Global NA EU Asia

(Total)
Positively impacting society/environment 28% 41% 69% 67% 68% 72%
Satisfying stakeholder demand/needs 20% 44% 64% 68% 66% 55%
Reducing risk 22% 29% 51% 60% 53% 38%
Meeting regulatory requlrement;/;nn%l;srtég 18% 28% 46% 21% 54% 53%
38%

Enhancing returns L/ IS 35% 37% 32%

®m Ranked #1 mRanked #2 or #3 [ Total

Q2. Which of the following do you consider to be the main objective in using ESG in your portfolio? Rank the top 3, with 1 being the most important. (Base: Global (229), NA (54), EU (117), Asia (58

C
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Current Users — Importance of E, Sand G

Institutional investors plan to increase their focus on all three components of
ESG over the next 24 months, with a particular emphasis on the ‘E’ and ‘'G’.

Now In 24 Months

Global Global

NA NA

EU EU
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m 5 - Extremely Important m4 3 m2 1 - Not At All Important

Q3. Among the three main constituent parts of ESG - Environmental, Social and Governance - please indicate how important their role is in your organization’s investment approach now, and how important you think they
will be in 24 months? (Please use a scale from 5 = “Extremely Important” to 1 = “Not at all important”.) (Base: Global (229), NA (54), EU (117), Asia (58))

Coalition Greenwich
CR | Sl |— An S&P Global Company

©

All information is strictly confidential and not to be reproduced without the explicit consent of Coalition Greenwich.



Global

Most Important ESG Issues — Environmental

Most relevant ‘E’ themes noted across all regions are carbon emissions &
climate change, which were cited twice as often as other themes globally.

Most Relevant ESG Themes - Environmental
(Number of Mentions)

Global
Ciimate change ST B 145
Carbon emissions

Clean energy
chain managemen: FOEE]
water s
Biodiversity 7 [ 31]
Clean technology 7
Waste F 4814

E#1 Selection B #2 Selection #3 Selection

NA EU Asia
(Total Mentions)
35 77 33
26 77 35
18 32 23
12 19 13
20 12 5
5 24 2
4 10 13
8 11 5
m #4 Selection m #5 Selection U Total

Q20. Which ESG causes or themes are most relevant or meaningful to your organization? Please rank up to five, with 1 being most relevant. (Base: Global (269), NA (82), EU (119), Asia (68))
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Global

Most Important ESG Issues — Social

'S’ themes most relevant for investors are D&l and labor standards, with the
former a dominant consideration in NA and the latter a leading issue in EU.

Most Relevant ESG Themes - Social
(Number of Mentions)

Global NA EU Asia

(Total Mentions)

Diversity & Inclusion Y SIS “ " "

Labor standards 7 22 39 12
e aerene D R
s oW
Human capital management 7 9 13 12
Modern Slavery £ " |EJ 12 14 7
Community Involvement 2 11 8 11
Product Safety & Quality J;/_ B 8 6 10
m#1 Selection B #2 Selection #3 Selection m #4 Selection #5 Selection U Total

Q20. Which ESG causes or themes are most relevant or meaningful to your organization? Please rank up to five, with 1 being most relevant. (Base: Global (269), NA (82), EU (119), Asia (68

)
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Most Important ESG Issues — Governance

Across all regions, ‘G’ themes most relevant for investors are business

ethics and corporate transparency.

Most Relevant ESG Themes - Governance
(Number of Mentions)

Global NA EU Asia
(Total Mentions)
Business ethics including corruption / h
bribery, anti-competitive practices 29 40 25
Corporate transparency 22 30 25
Reporting transparency / Disclosure 5 17 20 14
Shareholder rights E 6 10 10
Executive compensation E 7 12 a
Cybersecurity = E 13 6 3
Board practices including over-
boarding, CEO / Chair duality I 8 10 3
m#1 Selection B #2 Selection #3 Selection m #4 Selection #5 Selection U Total

Q20. Which ESG causes or themes are most relevant or meaningful to your organization? Please rank up to five, with 1 being most relevant. (Base: Global (269), NA (82), EU (119), Asia (68))
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Global

Review of ESG Credentials in Manager Selection

Globally, investors consider ESG in manager selection early in their decision making
process, particularly in Europe and Asia.

During the preliminary due
diligence - 32%

Later on in the decision-
0,
making process - 18%

Decision Making Stage Where Manager’s ESG Credentials Are Evaluated

Global (277)

As an initial screen h 3

NA (87)

EU (125)

Asia (65)

Q12. Atwhat point in the decision-making process would you consider the ESG credentials of a manager or strategy?
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Global

Manager Effectiveness of ESG Communication

Globally, only 6% of investors rate managers ‘excellent’ at communicating
and evidencing their ESG approaches.

Managers’ Effectiveness in Communicating and Evidencing ESG Approaches

NA (82) 9% 22% 28%

EU (124) A% 34% 15%

All information is strictly confidential and not to be reproduced without the explicit consent of Coalition Greenwich.

Asia (68) 6% 16% 24%
m 5 - Excellent m4 3 - Good m2 1 - Needs Improvement

Q15 On a scale of 110 5, where 1 is “Needs Improvement” and 5 is “Excellent,” how well, on average, do investment managers communicate and evidence their ESG approaches?
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Global

Manager Source of ESG Communication

Across all regions, investors consider it important to hear directly from PMs
and ESG specialists when discussing ESG investment approaches.

Important Sources of ESG Communication from Managers

Proportion Rating Each Factor 4 or 5

Global
NA
Portfolio Manager(s) (281) 43% 31% ﬁ 3% 67%
ESG Specialist(s) (280) 29% 30% 40%
Senior Management (275) | b/ 27% 47%

Investment or Product

[v) 0, 9
Specialist(s) (276) 13% 28% aSs

Relationship Manager (279) 01 IPELZ 24%

E5 - Very Important m4 3 - Somewhat Important m2 1 - Not Important

Q14. When investment managers discuss their ESG approach, on the same 5 point scale, how important is it for you to hear from people in the following roles?

Coalition Greenwich 16
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80%

68%

43%

46%

26%

Asia

70%

67%
44%
43%

18%
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Global

Metrics Frameworks for ESG Reporting

58% of investors globally do not report against a specific metric framework,
down from75% in 2021; those who do report tend to use SDGs or TCFD.

Metrics Frameworks Used for ESG Reporting in Europe

Global NA EU Asia
UN Sustainable Development 18%
Goals (SDGs) 14% 10% 24% 18%
Task Force on Climate-Related 14% 4% 20% 15%
Financial Disclosures (TCFD)
Net Zero 3% 17% 14%
Other 7% 16% 7%
0, 0, 0,
Global Reporting Initiative (GRI)* e 8% 14%
80% 41% 61%

Do Not Report Against a Specific

Metrics Framework 75%

m2022 ®m2021

*Note: Global Reporting Initiative was not asked in 2021
Q25. Do you report against a specific metrics framework? (Base: Global 292 (2022); 277 (2021))
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Global

Adoption of Net Zero Target

Globally, 40% of investors currently have or plan to implement a Net Zero
target; this varies widely by region, with NA at 23% and Europe at 50%.

Have Specific Net Zero Target

Global (229)

mYes, we have a
specific net zero
target

NA (74) [ 18%

m We do not currently
have one, but are
planning to

impl
EU (103) implement one

We do not have one
and are not planning
to implement one

Asia (52)

Q26. Do you have a specific net zero target?

Coalition Greenwich 19 CRISIL
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Global

Adoption of Net Zero Target (cont.)

41% of investors adopting/plan to adopt Net Zero want future allocations
linked to target; 66% expect their managers to disclose portfolio impact.

Allocations Linking Back to a Net Zero Target

All future allocations
must link

All allocations, including
historic, must link

Only some allocations

Other

m Global (64) m=mNA (9) EU (38) mAsia (17)

Q26a. Do all allocations have to link back to the target?
Q26b. Which of the following statements do you agree with, if any?

Coalition Greenwich
CRISIL

Net Zero Expectations for Managers

| expect my manager to disclose
what a Net Zero goal means for my
portfolio to be credible

It increases my confidence in an
Investment Manager when they
commit to Net Zero goals

| require all my managers to have a
Net Zero commitment

None of the above

E Global (93) mNA (17) EU (52) H Asia (24)
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Reasons for Not Having a Net Zero Target

Investors without a Net Zero target indicate a need to learn more about it;
Net Zero is a less important topic in NA compared to Europe and Asia.

Reasons for NOT Adopting a Net Zero Target

We still need to learn more about the
application of Net Zero targets

Investment Manager should focus on m Global (136)

the individual ESG objectives of

asset owners rather than unilateral mNA (57)
targets like Net Zero
EU (51)
m Asia (28)

Net Zero is not an important topic for
our investment strategy

None of the above

Q26¢. Which of the following statements do you agree with, if any?
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Global

Changes to ESG Use in Next 3 Yrs. — All Investors

Globally, almost 70% plan to increase ESG integration/allocation in next 3
yrs.; equities are most in need of ESG alignment, followed by fixed income.

Expected Changes to ESG Usage in Next 3 Years

10% plan to increase
across entire portfolio

= Plan to increase
ESG integration /
allocation

= Plan to make no

changes 90% plan to increase

across asset classes

Asset Classes Most in Need of Alignment with ESG Principles

59%
48%

5%

Equities Fixed Income Real Assets Private Markets Multi-Asset Other

® Ranked #1 Ranked #2 or #3 |:|Total

Q32. Over the next three years, how do you plan to use ESG in your portfolio? (Base: 285)
Q32a. Which areas of your portfolio are most urgently in need of greater alignment with ESG principles? (Base: 166)
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Global

ESG Manager Changes Over 5 Yrs. — Current Users

Just over half of current ESG investors expect to make manager changes on
>10% of their portfolios in the next 5 years due to ESG considerations.

Percentage of Portfolio Potentially Undergoing Manager Changes in Next 5 Years
Due to ESG Considerations

Global (200) NA (49) EU (99) Asia (52)

More than 50% - 10% ] I 2% - 13% - 12%

52% expect
ESG-driven

manager
25% to 50% - 12% ™ changes on - 10% - 14% - 10%

>10% of
their
portfolios

Q4. Over the next 5 years, what percentage of your portfolio could potentially undergo manager changes due in large part to ESG considerations?
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Contact Information
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Disclaimer

This Document is prepared by Coalition Greenwich, which is a part of CRISIL Ltd, an S&P Global company. All rights reserved. This Document may
contain analysis of commercial data relating to revenues, productivity and headcount of financial services organisations (together with any other
commercial information set out in the Document). The Document may also include statements, estimates and projections with respect to the
anticipated future performance of certain companies and as to the market for those companies’ products and services.

The Document does not constitute (or purport to constitute) an accurate or complete representation of past or future activities of the businesses or
companies considered in it but rather is designed to only highlight the trends. This Document is not (and does not purport to be) a comprehensive
Document on the financial state of any business or company. The Document represents the views of Coalition Greenwich as on the date of the
Document and Coalition Greenwich has no obligation to update or change it in the light of new or additional information or changed circumstances
after submission of the Document.

This Document is not (and does not purport to be) a credit assessment or investment advice and should not form basis of any lending, investment or
credit decision. This Document does not constitute nor form part of an offer or invitation to subscribe for, underwrite or purchase securities in any
company. Nor should this Document, or any part of it, form the basis to be relied upon in any way in connection with any contract relating to any
securities. The Document is not an investment analysis or research and is not subject to regulatory or legal obligations on the production of, or
content of, investment analysis or research.

The data in this Document may reflect the views reported to Coalition Greenwich by the research participants. Interviewees may be asked about
their use of and demand for financial products and services and about investment practices in relevant financial markets. Coalition Greenwich
compiles the data received, conducts statistical analysis and reviews for presentation purposes to produce the final results.

THE DOCUMENT IS COMPILED FROM SOURCES COALITION GREENWICH BELIEVES TO BE RELIABLE. COALITION GREENWICH
DISCLAIMS ALL REPRESENTATIONS OR WARRANTIES, EXPRESSED OR IMPLIED, WITH RESPECT TO THIS DOCUMENT, INCLUDING AS
TO THE VALIDITY, ACCURACY, REASONABLENESS OR COMPLETENESS OF THE INFORMATION, STATEMENTS, ASSESSMENTS,
ESTIMATES AND PROJECTIONS, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE ARISING OUT
OF THE USE OF ALL OR ANY OF THIS DOCUMENT. COALITION GREENWICH ACCEPTS NO LIABILITY WHATSOEVER FOR ANY DIRECT,
INDIRECT OR CONSEQUENTIAL LOSS OR DAMAGE OF ANY KIND ARISING OUT OF THE USE OF ALL OR ANY OF THIS DOCUMENT.

Coalition Greenwich is a part of CRISIL Ltd, an S&P Global company. ©2023 CRISIL Ltd. All rights reserved.
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