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Research Coverage:

2020 Sustainable Investment Survey

Download survey

The Double Bottom Line: Private Market
Impact Investment

Download note
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https://pitchbook.com/news/reports/q2-2020-pitchbook-analyst-note-the-double-bottom-line-private-market-impact-investment
https://pitchbook.com/news/reports/2020-sustainable-investment-survey

Agenda

e Aboutthesurvey

* Surveyfindings

* Asset owner perspectives
* Asset managerviews

* Q&A



POLL

Q: Select the option that most closely fits your
organization

Asset Manager

Asset Owner

Both

Other




About the Survey



Survey respondents by participant type

650 started the survey, 368 completed it

2020 started surveys by participant type 2020 completed surveys by participant type

B Asset owner (LP) B Asset owner (LP)

H Both M Both

B Fund manager
(GP)

M Other type of
organization

B Fund manager
(GP)

M Other type of
organization

ﬂpltChBDOk *as of August 7, 2020



Survey results by region

A geographically diverse group of respondents

Europe

17%
LP:9 GP:31
Both: 8 Other: 16

Asia

(o)

7%

LP:3 GP:14
Both: O Other: 10

North °
America

" 65%

LP: 45 GP:89
Both: 22 Other: 83

[ ) "'~
\* Middle East “N\g.

Africa o 3
) o LP:1 GP:3
Central America LP:2 GP: 4 Both: O Other:1

o) Both: O Other: 3
1%

LP:2 GP:1
Both: O Other: O

Oceania
South America o
S 1%
GA LP:O0 GP:3
LP:1 GP:12 Both: O Other:1

Both: 2 Other: 2

Source: PitchBook | Geography: Global | Respondents: All
Question 62
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Sustainable investing ecosystem

Laying out the playing field

Sustainable
Investing

ESG Risk
Factors




Survey Findings



POLL

Q: How has your focus on sustainable investing
changed in 20207?

Increased

E Stayed the same

Decreased




70%
60%
50%
40%
30%
20%
10%

0%

Sustainable investment in 2020

More commitment to the space during the currentcrises

6%

4 PitchBook

Decreased

15%

55%

24%

Stayed the same

P, GP & Both

Other

39%

Increased

61%



Perception of increased interest in sustainable investment in the last three years

Interestis growing and so is the response from GPs; very few have seen interest decline

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

GPs & Both
(perception of
LP interest)

A PitchBook

LP & Both
(perception of
GP activities)

Yes

m [t has been at
a consistently
high level

B |t has been at
a consistent
but low level

B No

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

Other
(view of GPs)

Other
(view of LPs)

Yes

M |t has been at
a consistent
level

B No, activities/
interests have
declined

B Not applicable



Drivers of sustainable investing programs

Many positive forces leading to sustainable investments

Environmental and/or social concerns
Improved long-term investment results
Diversity & inclusion

Risk management

Brand or reputational risk

Corporate governance

Employee engagement and recruitment
Operational efficiency

Competitive environment

Regulation

External stakeholder preferences
Cyber risk

Portfolio companies

Cost management

Other

None

4 PitchBook

o
X

10% 20% 30% 40% 50% 60%

B GP MBoth M Othertype of organization ®LP

\

70%

80%

90%



Areas of focus for current sustainable investment programs

Rating the importance of certain sustainability program focus areas, 5 is extremely

Important
Natural Climate
resource change

preservation

A PitchBook

GP responses

Corporate  Social issues Environmental Business
governance health and ethics and
safety integrity

H] m2 EH3 W4 ©5

LP responses

Natural Climate change Corporate Social issues Environmental Business ethics
resource governance healthand  and integrity
preservation safety

H]l EH2 B3 H4E5



Biggest sustainable investment challenges by participant type

Measurement and data continue to be the most challenging sustainable investment
Issues

100% Unclear how to define and measure impact outcomes
90% The investable opportunity is too small/narrow
Staff understanding of sustainability is lacking (LPs & Other)
B0% Product offerings do not align with the type of sustainability sought
20% (LPs & Other)
I ® Reporting burden to LPs is high (GPs)

60% Perceptions of potential negative impact on returns
50% m Other

m Lack of robust data on ESG factors for private equity companies
40% Lack of incentive to shift existing approach
30% Investment team understanding of sustainability is lacking (GPs)
0% Difficulty finding top-tier GPs willing to meet reporting requirements (LPs & Other)

m Difficulty incorporating the strategies into the overall asset allocation/approach
10% - m Creating product that will attract enough investors

0% _ - m Cost

LP Other GP, Both



Impact measurement approach by respondent type

With measurement and data as a big challenge, organizations have had to design their
own methods

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B We use a custom framework

B We use a hybrid of both

B We use a standard framework created external to our organization



Proportion of LPs, GPs and SPs that offer, allocate to, or evaluate impact investment strategies

Survey bias is evident here with such a high percentof dedicated impact investors.
Many would be surprised that there are so many.

42%

GP & Both LP & Both

Yes, all of our investment work is impact  m Yes, but not all of our investment work isimpact m No, but we are developing an impact strategy = No

4 PitchBook



Timeline of sustainable investing initiatives by participant type

Sustainable investing still nascent within the industry with nearly half of respondents’

programs having been started less than two years ago

GP, Both

LP

Other

B We do not have any such initiatives M Less than 1 year ago M 1-2 years ago M 2-5 years ago More than 5 years ago

4 PitchBook



Proportion of current or prospective clients raising sustainable investment topics

Asked to Other respondents, a broader view of market participant engagement

B 25%to50% MWM50%to75% M Lessthan 25% ™ Over 75%
A PitchBook *Response by Other



Asset Owner Perspectives



Proportion of LPs and Both that plan to increase attention to ESG risk factorsin the next year

Fund managers take note - ESG risk factors are getting more attention from those
seeking funds

B No - we do not intend to
implement an ESG factor
assessment into the analysis of
our funds

B No - we have already fully
implemented our ESG factor
program

H Yes

4 PitchBook



LPs consider ESG risk factors and/or impact

Institutionalinvestors are thinking about sustainability at both portfolio companies and
their own organizations

H & < 0O &

59% at 44% at the 44% at the 60% at the 15% do not

their own GP or asset fund level portfolio consider such
organization manager level company level factors at
any level.

4 PitchBook



LP’s sustainable investment program focus by asset class

Private equity is the area in their portfolio where most LPs most commonly have
sustainable investing as a focus; it is rare to have a whole portfolio invested this way

>0 46

40

30

24
22 22
20
13
10 . 8 8
0 - -

Public equity Public fixed Hedge funds Private equity Private debt Real assets Other
income



LP’s prioritization scale between performance and sustainability, number of respondents

Few consider only performance or only sustainability factors to be important; the skew
remains closer to performance for most

25
21 20
15
11
9 10
A
2

1 2 3 4 5 6 7 8 9

Performance < » Sustainability



Asset Manager Views



POLL

Q: If an asset manager said they had an ESG
frameworkin place, would you assume that they
require portfolio companies to focus on ESG risk
factors?




Proportion of GPs and Both that incorporate ESG risk-factor frameworks

Only 37% of GPs are satisfied with their approach, but 37% of GPs are going to be
increasing their attention on ESG risk factors

B No
® No, but we have plans to create one

M No, but we will launch a framework
in the next 6 months

M Yes, and we are satisfied with our
approach

™ Yes, but we are on a path toward
doing more

A PitchBook



Proportion of GPs that require portfoliocompanies to focus on financially material ESG factors

Despite 74% of GPs having an ESG risk factor framework, only 25% of GPs require
portfolio companies to focus on ESG risk factors

B No M Yes



Importance of asset managers considering financially material ESG risk factors

Asked to all who evaluate fund managers, more than half feel it is very to extremely
important that GPs consider financially material ESG risk factors when managing
portfolio companies

B Not at all important M Slightly important B Moderately important ™ Very important Extremely important

A PitchBook



What we're doing to serve the sustainable investment ecosystem

PitchBook sustainable investment initiatives

* Impact investor and fund taxonomy and tagging

e Continuing research pieces reporting on sustainable investing in the private markets
* Annual sustainable investment survey

* Part of Morningstar family, which also now includes Sustainalitics

* Ongoing ESG task force working on a variety of platform improvements
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