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About the respondents

28 Australian respondents

Institution type

Institution size

Family office
4%

>US$25 billion
18%

<US$1 billion
18%

Insurer / healthcare institution
14%

Pension fund US$10 - 25 billion

Foundation / 50% 11%

endowment
14%

US$1- 10 billion

Other
18% 53%
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ESG priorities




Focus on ESG

How important are ESG considerations to your investment strategy and implementation?

All Australian
0, 0, (0)
investors seb S e
®m ESG considerations of
>US$25 billion 40% 60% high importance

" ESG considerations of
moderate importance

US$10 - 25 billion 33% 67%

® ESG considerations of
minor importance

US$1- 10 hillion 47% 47% 7%

<US$1 billion 20% 80%
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Key challenges

How challenging, in your opinion, are the following at present?

Getting consistent ESG reporting from all of our asset managers/asset

35%
classes? e

13% 4%

Validating the "investment case" for impact investing or thematic investing
(i.e. demonstrating that there is no performance sacrifice to the satisfaction 35%
of relevant stakeholders)

22%

Reporting on portfolio carbon emissions 30% 4% 22%

® Major challenge

Validating the "investment case" for ESG (i.e. demonstrating that there is no Minor challenge

0,
performance sacrifice to the satisfaction of relevant stakeholders) e

14% 14% .
® Not challenging

m Not relevant

Reporting on other aspects of impact 26% 4% 26%

Gaining an understanding of new sectors/ asset classes for thematic ESG 17% 4% 30%

Finding asset managers that fit our ESG approach [ 39% 13%

; bfinance”



Selection and termination decisions

60%

50%

40%

30%

20%

10%

0%

How strongly do you agree with this statement: "ESG
criteria are important to us when selecting external asset

48%

Strongly agree

managers"

52%

0% 0%

Somewhat agree  Somewhat disagree Strongly disagree

45%

40%

35%

30%

25%

20%

15%

10%

5%

0%

Have you ever terminated a manager where ESG
considerations have been a major factor in that

19%

Yes, ESG has been a

primary/major factor in at minor contributing factor in

least one termination

termination?

41%

No, but ESG has been a

at least one termination

41%
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New practices

Do you assess the carbon emissions footprint of your
portfolio?

No and we are not

Yes, been doing so

actively
considering this for >2313;ears
21% 0

Yes, started 1-3
years ago
12%

No, but we are

a}ctiv_e ly . Newly introduced/
considering this being introduced
29% now
17%

Do you map portfolio impact against the UN Sustainable
Development Goals?

Yes, started 1-3
years ago
8%

Newly
introduced/being
introduced now
17%

No and we are not
actively considering
this
29%

No, but we are
actively considering
this

46%
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ESG and Covid-19

Do you believe that the COVID-19 pandemic has affected/ is affecting
your investment team's focus on ESG issues?

Yes, ESG issues are
receiving more focus as
a result of the pandemic
46%

No, the pandemic is
having no effect on our
focus on ESG issues
54%
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Focus on ESG

How would you describe your ESG approach across asset classes?

% that invest

Infrastructure

Real Estate

Developed Market Equities
Emerging Market Equities
Private Equity

Emerging Market Debt
Investment Grade Credit
High Yield Bonds

Private Debt
Commodities

Sovereign Debt

Hedge Funds

Multi Asset Strategies

10

100%

93%

96%

89%

64%

57%

96%

86%

82%

25%

96%

68%

46%
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m High ESG Integration
Partial ESG Integration
m Low/ no ESG Integration
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Manager requirements across asset classes

We would be unlikely to hire an external manager who... (note: the response in each asset class only includes
investors who invest in that asset class using external managers.)

11

Equities

Real Assets

Fixed Income

Private Equity

Hedge Funds

50%
50%

35%

50%

42%

40%

10%

0%
20%
10%

T 60%

Is not a signatory of PRI

Does not have a dedicated ESG headcount

Cannot demonstrate specific outcomes for Engagement

Lacks gender and/or ethnic diversity

Cannot report on portfolio carbon emissions

Cannot report on specific impact metrics (aside from carbon)

Cannot demonstrate specific examples of divestment based
on ESG assessment changes

Relies solely on external (bought-in) ESG data for its ESG
assessments (where applicable)

B None of the above issues would affect our decision to hire a
manager
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ESG implementation: equities

Which of the following ESG approaches do you use in Equities?

"ESG integration" (ESG assessment as part of investment
process)

"Active engagement" (via asset managers)

"Negative screening" (Sectors/ companies)

"Carbon reporting/measurement”

"Impact investment" (Explicit intention of positive E/S/G
impacts)

"Active engagement” (Directly with investee companies)

"Thematic investment" (Companies/sectors associated with
ESG themes, e.g. renewable energy)

"Impact reporting/measurement” (Aside from carbon)

12

67% 17%

58% 17%

42% 17% 13%

21% 25% 29%

17% 13% 21%

17% 21% 13% 46%

8% 25% 25%

8% 13% 29%

W
S
>

13%

33%

33%

2

8%

S
S

8%

1%

13%

® Yes, more than 3 years

m Yes, less than 3 years
New/planned (implementation in
progress)

m No, but considering

m No, not considering
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ESG implementation: fixed income

Which of the following ESG approaches do you use in Fixed Income?

"ESG integration" (ESG assessment as part of investment
process)

"Active engagement” (via asset managers) 30% 13% 22% 30%
"Negative screening” (Sectors/ companies) 17% 22% 13% 39%
"Carbon reporting/measurement" 9% 4% 35% 35%

48% 17% 22% 13%

® Yes, more than 3 years

m Yes, less than 3 years

New/planned (implementation in

"Impact investment" (Explicit intention of positive E/S/G s ” 0 progress)
impacts) 4% 9% 22% CYA%)
m No, but considering
"Thematic investment" (Companies/sectors associated 0 5 o o
with ESG themes, e.g. renewable energy) 9% R 2 22% 61%
m No, not considering
"Active engagement” (Directly with investee companies) 9% 4% 22% 65%

"Impact reporting/measurement” (Aside from carbon) 35% 57%
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ESG implementation: private equity

Which of the following ESG approaches do you use in Private Equity?

"ESG integration” (ESG assessment as part of investment
process)

"Active engagement” (via asset managers)

"Negative screening" (Sectors/ companies)

"Carbon reporting/measurement”

"Active engagement” (Directly with investee companies)

"Thematic investment" (Companies/sectors associated
with ESG themes, e.g. renewable energy)

"Impact investment" (Explicit intention of positive E/S/G
impacts)

"Impact reporting/measurement” (Aside from carbon)

14

7%

27%

1

7%

7%

7%

3%

7%

7%

7%

47%

33%

60%

13%

33%

20%

33%

40%

7%

27%

7%

13%

60%

27%

47%

53%

60%

47%

33%

33%

7%

® Yes, more than 3 years

m Yes, less than 3 years
New/planned (implementation in
progress)

m No, but considering

® No, not considering
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ESG implementation: real assets

Which of the following ESG approaches do you use in Real Assets?

"ESG integration" (ESG assessment as part of investment

59% 23% 14% 5%
process)
"Active engagement” (via asset managers) 41% 23% 9% 27%
m Yes, more than 3 years
"Negative screening” (Sectors/ companies) 27% 9% 23% 36%

E Yes, less than 3 years

"Carbon reporting/measurement"” |28 el 41% 23%
New/planned
(implementation in
"Thematic investment" (Companies/sectors associated with progress)

0, [0) 0, 0
ESG themes, e.g. renewable energy) S i 23% 45% m No, but considering

"Impact investment" (Explicit intention of positive E/S/G

) 5% 14%
impacts)

27% 45%

m No, not considering

"Active engagement” (Directly with investee companies) 9% 9% 9% 68%

H

"Impact reporting/measurement” (Aside from carbon) 5% 41% 41%
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ESG and performance

How strongly do you agree with this statement: "l believe that ESG integration will be associated with

Equities

Real Assets (RE, Infra)

Private Equity

Bonds

Hedge Funds

16

25%

38%

63%

outperformance over the next three years"

46%

13%

8%

4%

4%

m Strongly agree
(outperformance expected)
B Somewhat agree

B Somewhat disagree

m Strongly disagree (no
outperformance expected)
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