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Views On Sustainable Investing: Exploring Private
Market Views On Impact and ESG Risk Factors
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Research Coverage:

2021 Sustainable Investment Survey

Download Survey

Impact Funds by Reason and Region

Download Note

ESG and the Private Markets

Download Note
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Q2 2021 Analyst Note

ESG and the Private Markets
N nglthe applic: ES



https://files.pitchbook.com/website/files/pdf/PitchBook_Analyst_Note_Impact_Funds_by_Reason_and_Region.pdf#page=1
https://files.pitchbook.com/website/files/pdf/PitchBook_2021_Sustainable_Investment_Survey.pdf#page=1
https://pitchbook.com/news/reports/q2-2020-pitchbook-analyst-note-covid-19s-influence-on-private-market-strategies-and-allocators
https://files.pitchbook.com/website/files/pdf/PitchBook_Analyst_Note_ESG_and_the_Private_Markets.pdf#page=1

Agenda

e About the survey

* Motivations and priorities

* Views on sustainable investing
* Resources

* Q&A



POLL

Q: Select the option that most closely fits your
organization

Asset Manager (LP)

Asset Owner (GP)

Both (have LPs and are an LP)

Other




About the Survey



Survey by the numbers

906 began the survey, 457 completed it (up from 368 in 2020)

906 — 457 448/330

Began the survey Completed the survey

Ratio of respondents with an
| implemented sustainable investment
program to those with none

37 $2,285 9/9

Days the survey was open Donated to
(June 24 to July 30) World Central Kitchen Ratio of geographic regions
represented to geographic
regions provided

‘(PltChBOOk L All responses gathered were reported, whether someone finished the survey or not.



Respondents by Participant Type

The Mix of Respondents Was Nicely Representative

LP

23% Both

Other




Respondents by Region

In 2020, 65% Came From North America; 2021 More Globally Representative

Where is your organization’'s primary
base of operations?

Europe

22%

LP:43 GP:55
Both: 32 Other: 71

" il T . -.‘"‘"

North Caribbean Asia
America 0
0
57% 17 A2
o LP:2 GP:2 p4 LP:14 GP: 31
LP: 114 GP:160 Both: 0 Other: 1 . Y. Both:6 Other:30
Both: 50 Other: 187 1 !

,.-'
Middle East \!ﬁ ‘.
Africa o o, Ly
4% 2%
o LP:1 GP:8
LP:7 GP:12 Both:1 Other: 7
Both: 4 Other: 10

Central America

1%

LP:2 GP:2

Both:1 Other: 3 Oceania
South America 29{
2% °
o LP:7 GP:4
LP:2 GP:&8 Both:1 Other: 8

Both: 3 Other: 5
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Sustainable Investing Ecosystem

Laying Out the Playing Field

Sustainable
Investing

ESG Risk
Factors




Motivations and Priorities



POLL

Q: On what areas are you most focused when it
comes to sustainability in an investment context?

Environmental Health and Safety

Natural Resource Preservation and Management

Social Issues

Corporate Governance




Drivers of Sustainable Investment Programs — by Respondent Type

Funds of Funds Are More Passionate About Most Drivers; GPs Slightly More Motivated by
D&l Than Others

What factors led to the development of your sustainable investment program or efforts?

Environmental concerns

Improved long-term investment results

Social Concerns

Diversity & inclusion concerns

Alignment of organizational mission/values and investment practices
Brand or reputational risk

Client interest/demand

Operational efficiency

Risk management

Corporate governance

Portfolio companies

Competitive environment

Regulatory requirements - actual or expected
Employee engagement and recruitment

We have no sustainable investment program/efforts
Cyber risk

Cost management

Other

0

X

10% 20% 30% 40% 50% 60% 70% 80%

Other type of organization ® Fund manager (GP) H Both B Asset owner (LP)
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Top Priorities — by Type

All Respondent Types Ranked Environment First Most Often, GPs Selected Social Issues
More Than Others

On what areas are you most focused when it comes to sustainability in an investment
context?

LP GP Both Other
Environmental health and safety @ @ @

MNatural resource preservation M
and management

Social issues

Corporate governance

Other areas

O 6 06 06

4 PitchBook.



Top Priorities — by GP Type

VC GPs Prioritizing Environmental Health and Safety, Non-VC GPs Prioritizing Corporate

Governance

On what areas are you most focused when it comes to sustainability in an investment

context?
vC Non-VC
A0% 40%
35% 35%
30% 30%
25% 25%
20% 20%
15% 15%
10% 10%
5% . 5%
0% 0%
Matural resource  Ervironmental  Social issues Corporate Natural resource  Environmental
preservation and health and BOVErnance preservation and health and
management safety management safety

4 PitchBook.

Social issues Corporate
governance



A Continuum of Priorities — by Type

More LPs Feel Performance Is All That Matters, the Mean Was a Balance For All

How do you prioritize sustainable investing versus top performance as you assess a
potential investment opportunity?

1 2 3 4 5 B 7 ] 9

Performance is the Sustainability is the
only important factor miP  mBEoth GP  mOther only important factor

30%

25%

20%

15%

10%

5%
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A Continuum of Priorities — by Geography

North America and Middle East Skew to Performance, Caribbean and Central America
Skew to Sustainability

How do you prioritize sustainable investing versus top performance as you assess a
potential investment opportunity?

Sustainability Performance
9 8 7 B 5 4 3 2 1

L o2® o L 2

# Caribbean e Central America = Middle East » South America Oceania = Africa eAsia e Europe e North America
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Views on Sustainable Investing



POLL

Q: How have the events of 2020 and 2021 impacted
yvour focus on sustainable investing?

Increased
B Stayed the same
Decreased




Views In Context

Sustainable Investing No Longer a Nice to Have Only in Good Times

How have the events of 2020 and 2021 How do you think the events of 2020 and
impacted your focus on sustainable 2021 have impacted the industry
investing? participants’ focus on sustainable investing?
W increased W Increased
mstayved the same LP W 5tayed the same
W Decreaszed tempaorarily W Decreased

due to the global

pandemic lockdowns
W Decreased for

other reasons Gp

/0% 60% 40% 20% 0% 0% 20% 40% 0% /0%

4 PitchBook.



Both Sides of the Issue

Sustainable Investing Inspires Strong Views

How have the events of 2020 and 2021 impacted your focus on sustainable investing?

O

o

"We were founded
out of the avents
of 2020 in an effort
for our founders
to both take
control of their
own Investments
and focus capital
into sustainable
investments.”

“It is becoming
increasingly clear
that we must take

action for the future
of aur children and
the planet.”

"The pandemic has
only underlined the
importance of ESG
and sustainability.”

“Naught times
naught still equals
naught. This
whole notion
of sustainable
investing is a farce.”

Increased Decreased

“I am only
interested in

returns. ESGis a

"A reactionary
trend by people

who don't
understand value political issue, one
" that promises to
creation.

destroy portfolios.”



Developing a Sustainable Investment Program

Respondents Believe in Strategy, Engaging Outside Experts is a Low Priority

What are the most important practices when developing a sustainable investment
program?

300 W Most
350 Least
200
150
100
50
0
Developing Setting goals Engaging Appointing Using common Outlining a Engaging with Measuring Communicating
a strategy for the program outside dedicated industry sustainable portfolio the success progress
at the experts in-house guidelines investment companies to  of sustainability
firm level sustainability philosophy develop a initiatives
professionals inalPa corporate
sustainability
program

A PitchBook



LPs on GPs

GPs May Not Want to Alienate More Than Half of the LP Investor Base

How important is it that a GP uses an ESG risk factor framework in their acquisition and
management of portfolio companies when you are deciding to commit to or recommend
a fund?

Extremely Very Moderately Slightly Mot at all
important important important important important

0% 10%% 20% 30% 40% 50% 6% 70% 80% 0% 100%

Sgurce: PitchBook | Geagraphy: Glabal | Respondents: LP, Both, Other

4 PitchBook.



Top Three Challenges are Sustainable Investing

Measurement, Data, and Benchmarking Voted as Top Sustainable Investment Challenges

i - . I

" - . I

o - . I
0% 20% 405% 6% 80% 1005

4 PitchBook.

Both

W Undlear how 1o defing and rieasure impact outoomes
m Lack af rabust data an E5G factors for private eguity companies

m Difficulty benchmarking nenfinancial goals

B Understanding of sustainable investing varies widely across investors
Perceptions of potential negative impact on returns
Lack af incentive for fund managers to shift esisting approach

W Tt

W Reporting burden is too high

B Creating product that will attract enough inestors

m Difficulty finding LPs/GPs with the ame sustainable investment goals

B The irvestable opportunities are oo few

B Difficulty incorporating sustainable strategies into an LP's overall asset allocation
Difficulty incorporating sustainability into an esisting fund ranager's approach

B Concerns about fidueiary responsibility in regard te incorporating sustainable
investment praciices

W Difficulty convincing top-tier GP4 to provide sustainable investment reparting

Morth
America
o - . I
Rest of
World
0% 20% 409% B0% 205 1009



Resources



Staying Informed

How survey participants stay abreast of ESG and sustainable investment developments

Investment industry publications/newsletters/podcasts
Webinars and/or conferences

Sustainable investing organizations and networks

White papers and/or case studies

Mainstream media such as TV, newspapers, or magazines
Social media such as Linkedin or Twitter
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Measuring Impact

Standard framework

CO2 emissions; GIIN (IRIS+); PRI; GRI; UM SDGs; SBTI

Impact Management Project (IMP); UN SDGs; B
Corp/B-Lab: SASE: GIIN (IRIS+)

HRP-Resources; B Corp/B-Lab; UN S5DGs; GQG
Consulting; IRIS+; IMP

SROI GRESE; GRI; 5A5E; UN 5DGs; IMP; GIIN; L5TA
Green; Social Loan Principles; Investment Leaders
Group

If you do any impact investment work, how do you measure impact?

Custom framework

Qualitative framework; human centric/eco-friendly
criteria; client-specific criteria

SDG-derived framework; helping companies set and
report impact KPls; specific metrics per industry;
plotting a theory of change and tracking KPIs
through life of investmant

Fund managers defining a set of relevant impact KPls
at each portfolio company; theory of change; using
UM PRI as a basis; surveys of GPs; company-specific
metrics based on IMP framing; depending deal by
deal

Multiple parameters to capture actions and outcomes;
establishing a particular KPI for each project;
analyzing in a one-off manner; no official framework,
but using parameters and benchmarks similar to those
used in philanthropic grant making



Framework Alignment

Which Sustainability-Related Groups or Programs Do You Belong to, Endorse, or

Participate In?

35% 34% 31%

UN Sustainable Principles for MNone
Development Goals Responsible
(SDGs) Investment (PRI)

38% 21% 17%

Mone UM Sustainable Principles for
Development Goals Responsible
(5DGs) Investment (PRI)

37% 35% 27%

UN Sustainable Principles for Global Impact
Development Goals Responsible Investing Network
(5DGs) Invastmeant (FRI) (GIIN)

36% 32% 22%

UN Sustainable None Global Impact
Development Goals Investing Network
(5DGs) (GIIN}



Pitchbook Sustainable Investment Initiatives

What We're Doing to Serve the Sustainable Investment Ecosystem

Launching coverage on climate and clean tech

* Impact investor and fund taxonomy and tagging

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

e Part of Morningstar family, which also now includes Sustainalytics

* Ongoing ESG task force working on a variety of platform improvements
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US +1 206.623.1986
UK +44 (0)207.190.9809
demo@pitchbook.com
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