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Sustainable Investment is now mainstream
according to FTSE Russell global asset
owner surve

e Sustainable investment (Sl) is now mainstream across the globe as 86% of asset owners are
implementing sustainability into their portfolios — an increase from 76% in 2021

e Fixed income now leads sustainable investment allocations, surpassing public equity in 2022

e The ‘S’ in ESG is a driving force — social themes are the priority focus for 73% of asset owners, compared
to 60% in 2021

e Asset owners state the number one barrier to increased Sl adoption is the availability of ESG data

FTSE Russell, the leading global index provider, has today published the results of its annual survey analysing
how Sl is perceived, considered, and used by asset owners across the world.

Sustainable Investment becomes mainstream

The majority (86%) of asset owners globally are implementing Sl in their investment strategies, compared to 76%
in 2021. In APAC, this number rises to 97% of asset owners who are currently implementing or evaluating Sl
considerations into their strategies.

Two in five (44%) are currently considering how to incorporate climate or sustainability within SAA models or
frameworks (24% already do), whilst one in four (24%) are using climate/sustainable indexes within models and
frameworks.

The asset classes for implementing S| remain varied. Fixed income now leads Sl allocations, surpassing public
equity (53% v 45%). The relatively new alternative asset class of infrastructure has also made notable gains in SI
— rising from 26% in 2021 to 45% in 2022.

Long-term investment risk is key

Asset owners that are implementing and evaluating Sl are motivated by risk management, with 57% of all asset
owners admitting that mitigating long-term investment risk is a key factor. Avoiding reputational risk is 19% points
less likely to be a motivator for asset owners in 2022 — falling from 57% in 2021 to 38%.

There remains a correlation between the size of the organization and a heightened focus on risk. Three in four
(73%) respondents with an AUM of $10bn or more cite this reason compared with just 42% of asset owners with

an AUM between $1bn and $10bn.

Mitigating long-term investment risk remains a top priority across regions. However, in the Americas, the
regulatory requirement of Sl has seen the number of asset owners deeming it as rationale for implementing or

An LSEG Business 1



Press Release

considering Sl in their strategies jump from 12% to 36%. Respondents from APAC are more concerned with
capturing investment returns from Sl opportunities (58%), compared to other regions (Americas: 39%, EMEA:
28%).

Slis facing a data problem

The number one barrier to increased Sl adoption across asset classes is concerns about availability of ESG data
and the use of estimated data (50%). Lack of standardization in ESG data, scores and ratings, and concern about
the lack of quality or consistency of corporate reporting and disclosures follow in joint second (41%).

The costs of Sl adoption have dropped in importance across asset owners quite significantly — falling from 29%
in 2021 to 12% in 2022. Other barriers to increased Sl adoption include: concerns about SI methodology (33%),
questions about how to determine best strategy or combination of strategies for my portfolio (27%), concerns
about financial performance (24%) and limited historical data (23%).

Asset owners’ Sl priorities are changing

Social themes are the key priority for asset owners — increasing from 60% in 2021 to 73% in 2022. Broader
environmental considerations come second in the list of priorities at 58%. Carbon/climate has fallen behind social
and environment, with 41% considering it a priority in 2022. Asset owners are less likely to consider climate/carbon
a key priority in 2022 — falling from 67% in 2021 to 41%. Despite the drop in prioritization of climate/carbon in
favor of social themes, the level of concern with the investment impact of climate risk remains roughly stable
among asset owners (52% most concerned, compared to 47% in 2021).

While priorities are similar across regions, APAC is more likely to emphasize broader environmental
considerations (72%), compared to the Americas (53%) and EMEA (48%). Climate/carbon was a top priority in
EMEA in 2021 (77%), but now sits as a priority for 36% of asset owners across EMEA in 2022 and has taken a
back seat to social themes (65%).

Diversity & inclusion (52%), public policy (49%), and labor rights (47%) would be top priorities for asset owners if
the data related to social themes was more readily available. Diversity and inclusion would be a key priority for
respondents in APAC (66%), the highest out of all regions. The larger asset owners, with AUM of $10bn or more,
drive the prioritization of diversity & inclusion at 76%, followed by social standards at 48%.

The positives of sustainable investment regulation

Sustainable investment regulation had several positive outcomes for investors that could drive sustainable
investment adoption. Thinking about how regulatory and market developments can help investors, 66% of asset
owners (up from 48% in 2021) cite consolidation of ESG reporting standards bodies, such as GRI, CDP and
SASB.

Sylvain Chéateau, Global Head of SI Product Management, Benchmarks & Indices at FTSE Russell
comments: “Our latest survey takes an in depth look at the priorities, challenges, and opportunities within
sustainable investment for asset owners globally. It once again emphasises the importance of sustainable
investment for asset owner strategies and sustainable investing is now truly mainstream around the globe. It's
also interesting to see that in sustainable investing fixed income is now as much top of mind as the equity space.”
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Cornelia Andersson, Group Leader, Sustainable Finance and Investment at LSEG comments: “Our survey
demonstrates the continual evolution of sustainable investment among Asset Owners and the differing priorities
across global regions. The current economic headwinds and the adjustments we are seeing in sustainable
investment strategies, reinforces the ever-increasing need for robust and in-depth data to make informed
decisions in this ever-changing economic environment.”

For more information about the survey, please visit: https://www.ftserussell.com/index/spotlight/sustainable-
investment-global-survey-findings-asset-owners.

ENDS

For more information please contact:

newsroom@Iseg.com

EMEA:
Hayley Fewster, +44 7855 981021

Americas:
Elizabeth Manets: +1 646-794-7689

APAC:
Silke Marsh: +65 97934140

Notes to editors:

Since 2018, FTSE Russell has annually interviewed asset owners globally to understand their priorities,
frustrations, and opportunities in Sl.

FTSE Russell spoke to 184 asset owners with AUM between US$1.1 trillion and US$3.0 trillion between April 25
— May 18, 2022.

About FTSE Russell:

FTSE Russell is a global index leader that provides innovative benchmarking, analytics and data solutions for
investors worldwide. FTSE Russell calculates thousands of indexes that measure and benchmark markets and
asset classes in more than 70 countries, covering 98% of the investable market globally.

FTSE Russell index expertise and products are used extensively by institutional and retail investors globally.
Approximately $17.9 trillion is currently benchmarked to FTSE Russell indexes. For over 30 years, leading asset
owners, asset managers, ETF providers and investment banks have chosen FTSE Russell indexes to
benchmark their investment performance and create ETFs, structured products and index-based derivatives.
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A core set of universal principles guides FTSE Russell index design and management: a transparent rules-
based methodology is informed by independent committees of leading market participants. FTSE Russell is
focused on applying the highest industry standards in index design and governance and embraces the IOSCO
Principles. FTSE Russell is also focused on index innovation and customer partnerships as it seeks to enhance
the breadth, depth and reach of its offering.

FTSE Russell is wholly owned by London Stock Exchange Group.

For more information, visit www.ftserussell.com.

© 2022 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The LSE Group includes (1) FTSE
International Limited (“FTSE”), (2) Frank Russell Company (“Russell”), (3) FTSE Global Debt Capital Markets Inc. and FTSE Global Debt
Capital Markets Limited (together, “FTSE Canada”), (4) FTSE Fixed Income Europe Limited (“FTSE FI Europe”), (5) FTSE Fixed Income
LLC (“FTSE FI"), (6) The Yield Book Inc (“YB”) and (7) Beyond Ratings S.A.S. (“BR”). All rights reserved.

FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, YB and BR. “FTSE®”", “Russell®”, “FTSE
Russell®, “FTSE4Good®”, “ICB®”, “The Yield Book®”, “Beyond Ratings® and all other trademarks and service marks used herein (whether
registered or unregistered) are trademarks and/or service marks owned or licensed by the applicable member of the LSE Group or their
respective licensors and are owned, or used under licence, by FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, YB or BR. FTSE
International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark administrator.

All information is provided for information purposes only. All information and data contained in this publication is obtained by the LSE Group,
from sources believed by it to be accurate and reliable. Because of the possibility of human and mechanical error as well as other factors,
however, such information and data is provided "as is" without warranty of any kind. No member of the LSE Group nor their respective
directors, officers, employees, partners or licensors make any claim, prediction, warranty or representation whatsoever, expressly or
impliedly, either as to the accuracy, timeliness, completeness, merchantability of any information or of results to be obtained from the use of
FTSE Russell products, including but not limited to indexes, data and analytics, or the fitness or suitability of the FTSE Russell products for
any particular purpose to which they might be put. Any representation of historical data accessible through FTSE Russell products is
provided for information purposes only and is not a reliable indicator of future performance.

No responsibility or liability can be accepted by any member of the LSE Group nor their respective directors, officers, employees, partners
or licensors for (a) any loss or damage in whole or in part caused by, resulting from, or relating to any error (negligent or otherwise) or other
circumstance involved in procuring, collecting, compiling, interpreting, analysing, editing, transcribing, transmitting, communicating or
delivering any such information or data or from use of this document or links to this document or (b) any direct, indirect, special,
consequential or incidental damages whatsoever, even if any member of the LSE Group is advised in advance of the possibility of such
damages, resulting from the use of, or inability to use, such information.

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and
nothing in this document should be taken as constituting financial or investment advice. No member of the LSE Group nor their respective
directors, officers, employees, partners or licensors make any representation regarding the advisability of investing in any asset or whether
such investment creates any legal or compliance risks for the investor. A decision to invest in any such asset should not be made in reliance
on any information herein. Indexes cannot be invested in directly. Inclusion of an asset in an index is not a recommendation to buy, sell or
hold that asset nor confirmation that any particular investor may lawfully buy, sell or hold the asset or an index containing the asset. The
general information contained in this publication should not be acted upon without obtaining specific legal, tax, and investment advice from a
licensed professional.
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