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Executive summary

Schroders’ annual Institutional Investor Study analyses ‘ ‘
the investment perspectives of 650 institutional investors,
collectively responsible for $25.9 trillion in assets and Investors are asking more from their asset

: managers when it comes to sustainability, and those
from 26 locations across the world. demands are becoming increasingly sophisticated.

The evidence is consistently growing that sustainable

The Study provides a snapshot of some of the world's largest investors’ key areas of focus investment and robust returns are not mutually
and concern. These include the macroeconomic and geopolitical climate, return expectations, exclusive.

asset allocation and attitudes to private assets and sustainable investing.

We welcome regulatory efforts to harness tangible
The research was conducted in April 2020, as the scale and global impact of the Covid-19 action and help fight greenwashing. This should
crisis had taken hold. support delivering real change, and allow investors
to make informed decisions. At the same time, it is
also crucial that asset managers and investors do
not feel overwhelmed by these growing demands
and amount of sustainability information.

...........................................................................................................................................

Institutional investors’ attitudes to sustainability:
We are working closely with industry initiatives,

policymakers and regulators to strike the right

cite ESG integration as believe the role of balance.
their favoured sustainable investing will

investment approach become more important

when implementing over the next five years

sustainability

highlight greenwashing say the alignment of
as the main challenge to corporate/internal values
investing sustainably is the primary driver

behind their sustainable
investment focus

Andrew Howard
Global Head of Sustainable Investment

Schroders Institutional Investor Study 2020 | Sustainability




Upward trend in institutions’
allocation to sustainable investments

Over the last five years, how have your organisation’s
allocation to sustainable investments changed?

................................................................................................................................................................................................................................

We do not invest in
sustainable investments

...........................................................................................................................................................................................................................................

Regional split North America
EMEA

Asia-Pacific

Latin America
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Alignment with corporate/internal values
is driving sustainability investment focus

What is driving your sustainability investment focus? Select all that apply

Aligning to Regulator Potential for Member Education & Education &
corporate/ and industry higher returns pressure awareness from awareness from
internal values pressure & lower risk asset managers investment

consultants

% Yes, Multiple answers allowed | Percentages may not add up to 100% due to options not displayed
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Preferences shift from exclusive to inclusive O
approaches with strong focus on active ownership

Please rank in order of preference your approach to implementing sustainable investments?

67% of global institutional investors cite

ESG integration into the investment

process as their favoured approach when ESG integration into the
implementing sustainable investments. Investment process

Positive screening has increased in

importance this year (61% vs 44% in 2019) . . .
as well as active company engagement and Positive screening — focusing
stewardship (59% vs 38% in 2019). g’r‘irﬁ’\f’esstt'rgecrﬁgs companies
Interestingly, EMEA investors place the

most emphasis on integration (44%), while
North American investors highlight
thematic investing (31%) and Asia-Pacific
investors cite impact investing (30%).

Active company engagement
and stewardship

Negative screening has tumbled from

the second most popular method of Thematig investing — using
integrating sustainability in 2019 to second themes/ideas such as renewables

last in 2020 (36% vs 53% in 2019). as criteria for selecting assets

Negative screening — excluding
areas such as alcohol, tobacco
or weapons manufacturing

Impact investing — Investing with
the primary goal of achieving
specific, positive social benefits*

% Rank 1 + Rank 2 + Rank 3 | *This question was not asked in 2019 | ** % Yes, Multiple answers allowed
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66

Active ownership has become more
important than ever. Investors have a
duty to hold companies accountable and
an opportunity to drive positive change.
It's why Schroders has such a strong
commitment to active ownership,
demonstrated by our 20+ year history in
ESG integration. By engaging with
companies and using our voting rights, we
can drive sustainable change to better
meet the investment needs of our clients.

Elly Irving

Head of Engagement
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Transparent reporting and tangible outcomes 6
classed as “successful” engagement

What would you class as successful engagement in regards to influencing
companies to make sustainable changes? Select all that apply

Transparent reporting Evidencing a tangible Consistency voting
: outcome : against companies in
: order to drive change
Withdraw / 'exclude’ Public statements None of these
investments from these against companies :

companies

.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.

Multiple answers allowed | Percentages may not add up to 100% due to ‘Other’ option not displayed
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Climate change tops global engagement
agenda for second year running

Please rank in order of importance the areas that you believe it is
important for investment managers and asset owners to engage on

While institutional investors want to

engage on a range of sustainable causes,

attention to environmental issues (e.g.

climate change, use of fossil fuels etc.) and

corporate strategy (both 58%) continue to

be the most important engagement

strategies, followed by accounting quality

(40%). Interestingly, the focus on bribery 58«
and corruption has dropped considerably 51, 54

this year to 20%, compared to 40% in 2019.

However views vary across the continents;
environmental issues is the top
engagement area for EMEA investors (47%)

whereas North American investors

highlight cyber security (40%) and diversity Attention to Corporate
(36%). Asian-Pacific investors place most environmental strategy
emphasis on labour rights (38%). issues

(e.g. climate
change, emissions,
use of fossil fuels)

58+
54% 53,

Accounting
quality

385, 1% 40

2018 2019 2020

% Rank 1 + Rank 2 + Rank 3
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Climate change tops global engagement 8
agenda for second year running (continued)

Please rank in order of importance the areas that you believe it is
important for investment managers and asset owners to engage on

t {0} (4) =

33%

. 29% 28% 28%
Human rights* 267 Supply chain 25% Diversity 23% Remuneration 23%
management 14%
8%
2020 2018 2019 2020 2018 2019 2020 2018 2019 2020
=
X ) eS8
40% =i o
34% 32%
Bribery and 20 Cyber 20% 19« Labour 21% 23%
corruption security rights 1%
2018 2019 2020 2018 2019 2020 2018 2019 2020

% Rank 1 + Rank 2 + Rank 3 | *This question was not asked in previous years
q p y

Schroders Institutional Investor Study 2020 | Sustainability



Private and public sector both responsible 9
for mitigating climate change

Who should be responsible for mitigating climate change?

Institutional investors believe governments
and regulators are instrumental in the National government / None of
efforts to mitigate climate change (82%). regulators the above
70% believe companies are crucial to help

dampen the impact of climate change,

which echoes the drive for investment 1 80
teams to align with wider company values 70
when it comes to sustainability

(see page 4).

Companies Investment

consultants
It is interesting to note that very few

respondents (3%) selected “none of the
above”. This demonstrates that
institutional investors believe that all 617
stakeholders have some level of ©
responsibility to mitigating
climate change.

......................................................................................................

Inter-governmental NGOs and
organisations charities
(e.g. UN, NGOs)

Investment managers / Us
major shareholders (e.g. Institutional investors - pension
funds, insurance companies)

Please rate on a scale of 1-5 where 1 = Not at all and 5 = Completely responsible
% Responsible (4 + 5)
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Investors seek a range of sustainability themes

with climate change most popular

10

When considering making an investment in a sustainable fund where would you like to invest? Select all that apply

1 CLIMATE

ACTION

3

40

A fund that aligns with
a specific sustainability
goal such as attention
to environmental issues

GOOD HEALTH
AND WELL-BEING

4

29

A fund that aligns with
a specific sustainability
goal such as health
and wellness

INDUSTRY, INNOVATION
AND INFRASTRUCTURE

34

A fund that aligns with

a specific sustainability
goal such as sustainable
infrastructure

DECENT WORK AND
ECONOMIC GROWTH

i

247,

A fund that aligns with
a specific sustainability
goal such as inclusion

Multiple answers allowed | Source: The UN, Sustainable Development Goals
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33%

In a broad
sustainability
fund

22%

A fund that aligns
with another
sustainability goal

1 RESPONSIBLE
CONSUMPTION
ANDPRODUCTION

QO

30%

A fund that aligns with

a specific sustainability
goal such as responsible
consumption



Equities continues to be the dominant asset
class for implementing sustainability

11

Sustainability is an important consideration in which
of the following asset classes? Select all that apply

71% of global institutional investors believe 1%
sustainability is the most important o
. o " 58%
consideration in equities, followed by
private assets (62%) and fixed income
at 43%. 34%

EMEA investors are more likely than other 19%
regions to use private assets (72%) and
fixed income (60%) to incorporate
sustainability, whereas Asia-Pacific

investors place fixed income much lower Equities Private Fixed None of
in their ranking (26%). Assets Income the
above
70%
56%
48%
24%

79%
72%

60%

10%

Equities Private Fixed None of
Assets Income the
above

Multiple answers allowed
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Equities Private Fixed None of
Assets Income the
above

%
59 54%

26%  23%

Equities Private Fixed None of
Assets Income the
above




Continued but slowing growth as sustainable 12
investment becomes mainstream

Over the last five years, how have your organisation’s
allocation to sustainable investments changed? C 2020 2019 2018
Increased 49%
50%
Institutional investors have anticipated an 46%
increase in sustainable investments for the
past three years and this trend continues No change 38%
this year. 49% of institutional investors say 26%
their allocation to sustainable investments 50%
has increased over the past five years.
38% state there has been no change to Decreased 1%
their allocation; up from 26% in 2019. 5% !
This could indicate some investors made T
changes to their sustainable investment . . .
aIIocgtion in previous years and are now We used to invest ln’sustalnable %
ol siesdy investments but don’t anymore

There is further confidence in the sector

as 69% expect sustainable investments to . . . . .
have a more important role in the next five How do you expect the role of sustainable investing to change in the next five years?

years. Although this is a lower percentage

......................................................................................................................................................................

) ) i 69%
than last year's high of 75%, this could be More important 75%
because more investors feel sustainability 74%
already plays a critical role in their asset
allocation. No change 25%,
20%
21%
Less important 6%
5%
5%

Increased (% Slightly increased (less than 5%) + Significantly increased (more than 5%)) | Decreased (Slightly decreased (less than 5%) + Significantly decreased (more than 5%))
More important (Somewhat more important + Significantly more important) | Less important (Somewhat less important + Signficantly less important)
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Sustainability still considered 13
challenging by most

How challenging do you find investing in sustainable investments?

Although sustainability is a major
consideration for institutional investors, )
they continue to face challenges when % Challenging
implementing across their investment

portfolios. 70% of global investors consider

sustainable investing to be challenging, but

this has fallen from the high of 77% in

2018. Yet, the number of investors globally

which say it is ‘not challenging’ has

dropped from 24% in 2019 and 19% this

year.

........................................................................................................................................................

........................................................................................................................................................

Not challenging

% Challenging (Somewhat challenging + Very challenging)

Schroders Institutional Investor Study 2020 | Sustainability




Greenwashing is considered biggest challenge
to investing sustainably

14

Which, if any, of the following specific factors do you consider a challenge
of investing in sustainable investments? Select all that apply

Greenwashing, due to a lack
of clear, agreed definitions on
what sustainable investment is*

o1

61+

56%

Lack of transparency
and reported data

524

45

4.5

Performance concerns

S 7%

489,

50«

Difficulty measuring
and managing risk

32%

32%

38%

Cost

259

25%

30

None of the above

5%

Multiple answers allowed | Percentages may not add up to 100% due to ‘Other’ option not displayed
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Transparency and data crucial for successful 15
adoption of sustainable investments

In your opinion, what would help you invest in more 5020 019 018
sustainable investments? Select all that apply

Data/evidence that shows investing 55%

sustainably delivers better returns 49%
Greater transparency and performance 34%
data continue to be the key Priorities fOr s | ettt ettt et be e et s ettt e e e ae e se s ese s e e esene
|ndst|tu.t|onafl mvesfcorzlto.faalltate greater Greater transparency by companies 45%
CRIDEUIRN OF SUSEIMEISNE IDYESIMEE: on both financial and non-financial 36%
55% stated that evidence of a concrete link performance reporting 23%
between sustainability and IMProVEA e rtreerreereeeeerenerenneennssee | sseseesseeessesernsesenssennsestasternnsstnsserasstensstrasstensesernsstensssennsrrasssennerranes
returns would be key. 45% cite that greater More providers and benchmarks 40%
transparency when it comes to reporting offering sustainable data 25%
on financial and non-financial performance *More ESG data providers (2018 — 2019) 8%
would also he|p boost their adoption 0 5 e
sustainable investing. Industry wide accreditation 29%
The need for data |S also cemented by 40% .................................................................................................................................................................
of institutions who would like to have more More sustainable investment options 27%
providers and benchmarks providing (e.g. impact investing) . 26%
sustainable data. 9%

More training for investment 16%

teams and distribution 26%

3%
Greater support from senior 15%
leadership 12%
10%
Greater global commitments* 13%
(e.g. tangible progress at COP 26)

Multiple answers allowed | *This question was not asked in previous years
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About the Study

10

Worldwide institutional respondents

o
o

(o]

:Ei)

()

o T
institutional

respondents

@20 7

locations

Schroders Institutional Investor Study 2020 | Sustainability




About the Study 17

Schroders commissioned CoreData to Regional institutional respondents
conduct the fourth Institutional Investor

Study to analyse the world's largest

investors’ key areas of focus and concern

including the macroeconomic and

geopolitical climate, return expectations,

asset allocation and attitudes to private

assets and sustainable investing.

The respondent pool represents a

spectrum of institutions, including pension

funds, insurance companies, sovereign

wealth funds, endowments and :

foundations managing approximately 38%
$25.9 trillion in assets. North America EMEA

...................................................................................................................................................................

8«

Latin America Asia-Pacific
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About the Study 18

Type of organisation
Corporate pension plan (=201

Public or government
ﬁ pension plan (n=16s)

Other (n=4)

3% Sovereign wealth fund (=19) ‘

Foundation (n=53)

Endowment (n=54) Insurance company (n=152) 23%

.....................................................................................................................................................................................................................................................

Assets under management

TtIaUM ....................................................................................................................................................................................

....................................................................................................................................................................................

....................................................................................................................................................................................
....................................................................................................................................................................................
....................................................................................................................................................................................
....................................................................................................................................................................................

....................................................................................................................................................................................

500 billion to less than 1 trillion (n=10)
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Schroders

Important information

This material is for professional investors or advisers only. It is not to be provided to retail clients.

Investment involves risks. Past performance is not a guide to future performance and may not be repeated. The value of investments and the income from them may go down as well
as up and investors may not get back the amount originally invested. Exchange rate changes may cause the value of any overseas investments to rise or fall.

Schroders has expressed its own views in this material and these may change without notice. While the information contained in this material has been sourced by Schroders and is
believed by Schroders to be accurate and complete, such information should be independently verified by the recipient before use. This material is intended to be for information
purposes only and is not intended as promotional material in any respect.

The material is not intended as an offer or solicitation for the purchase or sale of any financial -product. The material is not intended to provide, and should not be relied on as,
accounting, legal or tax advice, or investment recommendations. Information contained in this material is believed to be reliable but neither Schroders nor any entities within the
Schroders group nor any of their officers or employees warrants its completeness or accuracy (each a Schroder Entity). Insofar as liability under relevant laws cannot be excluded, no
Schroder Entity accepts any liability for any error or omission in this material or for any resulting loss or damage (whether direct, indirect, consequential or otherwise). Reliance should
not be placed on this material when making individual investment and/or strategic decisions.

The forecasts included should not be relied upon, are not guaranteed and are provided only as at the date of issue. Forecasts are based on Schroders’ own assumptions which may
change. Schroders accepts no responsibility for any errors of fact or opinion and assume no obligation to notify you of any changes. Forecasts and assumptions may be affected by
external economic or other factors.

This material has not been reviewed by the regulators.
Not all strategies are available in all jurisdictions.

This document may contain “forward-looking” information, such as forecasts or projections. Please note that any such information is not a guarantee of any future performance and
there is no assurance that any forecast or projection will be realised. Schroders may record and monitor telephone calls for security, training and compliance purposes.

For readers/viewers in Argentina: Schroder Investment Management S.A., Ing. Enrique Butty 220, Piso 12, C1001AFB - Buenos Aires, Argentina. Registered/Company Number 15.
Registered as Distributor of Investment Funds with the CNV (Comisidn Nacional de Valores). Nota para los lectores en Argentina: Schroder Investment Management S.A., Ing. Enrique
Butty 220, Piso 12, C1001AFB - Buenos Aires, Argentina. Inscripto en el Registro de Agentes de Colocacién y Distribucién de PIC de FCI de la Comisiéon Nacional de Valores con el
namero 15.

Note to readers/viewers in Australia: Issued by Schroder Investment Management Australia Limited Level 20, Angel Place, 123 Pitt Street, Sydney NSW 2000 Australia ABN 22 000 443
274, AFSL 226473

For readers/viewers in Brazil: Schroder Investment Management Brasil Ltda., Rua Joaquim Floriano, 100 - ¢j. 142 Itaim Bibi, Sdo Paulo, 04534-000 Brasil. Registered/Company Number
92.886.662/0001-29. Authorised as an asset manager by the Securities and Exchange Commission of Brazil/Comissdo de Valores Mobiliarios (“CVM") according to the Declaratory Act
number 6816.

For readers/viewers in the European Union/European Economic Area: Schroders will be a data controller in respect of your personal data. For information on how Schroders might
process your personal data, please view our Privacy Policy available at www.schroders.com/en/privacy-policy or on request should you not have access to this webpage. Issued by
Schroder Investment Management (Europe) S.A., 5, rue Hohenhof, L-1736 Senningerberg, Luxembourg. Registered No. B 37.799

Note to readers/viewers in Hong Kong S.A.R.: Issued by Schroder Investment Management (Hong Kong) Limited. Level 33, Two Pacific Place, 88 Queensway, Hong Kong. This material
has not been reviewed by the Securities and Futures Commission

Note to readers/viewers in Indonesia: Issued by PT Schroder Investment Management Indonesia Indonesia Stock Exchange Building Tower 1, 30th Floor, Jalan Jend. Sudirman Kav 52-
53 Jakarta 12190 Indonesia PT Schroder Investment Management Indonesia is licensed as an Investment Manager and regulated by the Indonesian Financial Services Authority
(OJK).This material has not been reviewed by the OJK.



Schroders

Important information

Note to readers/viewers in Japan: Issued by Schroder Investment Management (Japan) Limited 21st Floor, Marunouchi Trust Tower Main, 1-8-3 Marunouchi, Chiyoda-Ku, Tokyo 100-
0005, Japan Registered as a Financial Instruments Business Operator regulated by the Financial Services Agency of Japan (“FSA”). Kanto Local Finance Bureau (FIBO) No. 90 This
material has not been reviewed by the FSA

Note to readers/viewers in Singapore: For Accredited and or Institutional Clients only, where appropriate Issued by Schroder Investment Management (Singapore) Ltd (Co. Reg. No.
199201080H) 138 Market Street #23-01 CapitaGreen, Singapore 048946 This advertisement or publication has not been reviewed by the Monetary Authority of Singapore

Note to readers/viewers in South Korea: Issued by Schroders Korea Limited 26th Floor, 136, Sejong-daero, (Taepyeongno 1-ga, Seoul Finance Center), Jung-gu, Seoul 100-768, South
Korea . Registered and regulated by Financial Supervisory Service of Korea (“FSS")This material has not been reviewed by the FSS

For readers/viewers in Switzerland: Issued by Schroder Investment Management (Switzerland) AG, Central 2, CH-8001 Zurich, Postfach 1820, CH-8021 Zurich, Switzerland. Enterprise
identification number (UID) CHE-101.447.114. Authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA)

Note to readers/viewers in Taiwan: Issued by Schroder Investment Management (Taiwan) Limited 9F., No.108, Sec. 5, Xinyi Road, Xinyi District, Taipei 11047, Taiwan. Tel +886 2 2722-
1868 Schroder Investment Management (Taiwan) Limited is independently operated. This material has not been reviewed by the regulators.

Note to readers/viewers in Thailand: This presentation has not been approved by the Securities and Exchange Commission which takes no responsibility for its contents. No offer to
the public to purchase any fund will be made in Thailand and this presentation is intended to be read for information only and must not be passed to, issued to, or shown to the public
generally. Schroder Investment Management (Singapore) Ltd does not have any intention to solicit you for any investment or subscription in any fund and any such solicitation or
marketing will be made by an entity permitted by applicable laws and regulations.

Note to readers/viewers in Malaysia: This presentation has not been approved by the Securities Commission Malaysia which takes no responsibility for its contents. No offer to the
public to purchase any fund will be made in Malaysia and this presentation is intended to be read for information only and must not be passed to, issued to, or shown to the public
generally. Schroder Investment Management (Singapore) Ltd does not have any intention to solicit you for any investment or subscription in any fund and any such solicitation or
marketing will be made by an entity permitted by applicable laws and regulations.

For readers/viewers in the People’s Republic of China: Issued by Schroder Investment Management (Shanghai) Co., Ltd. Unit 33T52A, 33F Shanghai World Financial Center, 100 Century
Avenue, Pudong New Area, Shanghai, China, AMAC registration NO. P1066560. Regulated by Asset Management Association of China (“AMAC") This material has not been reviewed by
the AMAC

For readers/viewers in the United Arab Emirates: Schroder Investment Management Limited, located on 1st Floor, Gate Village Six, Dubai International Financial Centre, PO Box 506612
Dubai, United Arab Emirates. Regulated by the Dubai Financial Services Authority. This document is not subject to any form of regulation or approval by the DFSA. The DFSA has no
responsibility for reviewing or verifying any Prospectus or other documents in connection with this Fund. Accordingly, the DFSA has not approved any associated documents nor taken
any steps to verify the information set out in the Prospectus for the fund, and has no responsibility for it. This document is intended to be for information purposes only and it is not
intended as promotional material in any respect. This document is intended for professional investors only as defined by the DFSA rules which can be accessed from their website
www.dfsa.ae

For readers/viewers in the United Kingdom: Schroders will be a data controller in respect of your personal data. For information on how Schroders might process your personal data,
please view our Privacy Policy available at www.schroders.com/en/privacy-policy or on request should you not have access to this webpage. Issued by Schroder Investment
Management Limited, 1 London Wall Place, London EC2Y 5AU. Registered Number 1893220 England. Authorised and regulated by the Financial Conduct Authority.

For readers/viewers in Canada: Schroder Investment Management North America Inc., 7 Bryant Park, New York, NY 10018-3706. NRD Number 12130. Registered as a Portfolio
Manager with the Ontario Securities Commission, Alberta Securities Commission, the British Columbia Securities Commission, the Manitoba Securities Commission, the Nova Scotia
Securities Commission, the Saskatchewan Securities Commission and the (Quebec) Autorité des marchés financiers.

For readers/viewers in the United States: Schroder Investment Management North America Inc., 7 Bryant Park, New York NY 10018-3706. CRD Number 105820. Registered as an
investment adviser with the US Securities and Exchange Commission. UK001479



