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and renewables, real estate, agriculture, transportation finance and private credit via public and private funds,
co-investments, partnerships and separately managed accounts.
This document provides general information in respect of Macquarie’s businesses and is not for distribution
or to be made available to the public. This document does not constitute an offer to sell or a solicitation of
an offer to subscribe or purchase or a recommendation of any securities and may not be distributed in any
jurisdiction except in accordance with the legal requirements applicable in such jurisdiction. This document
does not contain all the information necessary to fully evaluate the potential of an investment in any fund or
other investment vehicle and does not take into account the investment objectives or financial circumstances
of the recipient and, as such, no reliance should be placed on its contents. No person is authorised to give any
information or to make any representation not contained in this document in connection with the matters
described in this document, and, if given or made, such information or representation may not be relied upon
as having been authorised.
This document and its contents are confidential to the person to whom it is delivered and must not be
reproduced or distributed, either in whole or in part, nor may its contents be divulged by such persons to any
other person without the prior written consent of MAM. Nothing in this document constitutes a commitment
from Macquarie to provide or arrange any facility or is otherwise imposing any obligation on Macquarie. Past
performance is not an indication of future performance and Macquarie does not guarantee the performance
of or return of capital from any investment in any fund or other investment vehicle.
Other than Macquarie Bank Limited ABN 46 008 583 542 (MBL), none of the entities noted in this document
is an authorised deposit-taking institution for the purposes of the Banking Act 1959 (Commonwealth of
Australia). The obligations of these entities do not represent deposits or other liabilities of MBL. MBL does not
guarantee or otherwise provide assurance in respect of the obligations of these entities.
MAM has prepared this document on the basis of sources believed to be reliable. The accuracy of such
information (including all assumptions) has been relied upon by MAM, and has not been independently verified
by MAM. Nothing in this document constitutes accounting, legal, regulatory, tax or other advice. Prospective
investors should conduct their own independent investigation and assessment and should seek independent
advice as to the validity of the information contained in this document, and the economic, financial, regulatory,
legal, taxation, stamp duty and accounting implications of that information, including the merits of and any
risks relating to any investment. Except as required by law, Macquarie and its respective directors, officers,
employees, agents and consultants make no representation or warranty as to the accuracy or completeness of
the information contained in this document, and take no responsibility under any circumstances for any loss
or damage suffered as a result of any omission, inadequacy, or inaccuracy in this document. This document
may contain certain forward-looking statements, forecasts, estimates, projections and opinions (“Forward
Statements”). No representation is made or will be made that any Forward Statements will be achieved or will
prove to be correct. A number of factors, in addition to any risk factors stated in this material, could cause actual
future results and operations to vary materially from the Forward Statements. Similarly, no representation
is given that the assumptions disclosed in this document upon which Forward Statements may be based
are reasonable. There can be no assurance that the investment strategy or objective of any fund or other
investment vehicle will be achieved or that investors will receive a return of the amount invested. Investment
in any fund or other investment vehicle is subject to significant risks of loss of income and capital.
Advice Warning
The information in this report is given in good faith and derived from sources believed to be accurate at this
date but no warranty of accuracy or reliability is given and no responsibility arising in any other way, including
by reason of negligence for errors or omission herein is accepted.
This report is not an offer or invitation for subscription or purchase of, or a recommendation of, securities. It
does not take into account the investment objectives, financial situation and particular needs of any person.
The entities mentioned in this report, the Manager, Macquarie Group Limited and their worldwide affiliates
and subsidiaries (the “Macquarie Group”) accept no liability whatsoever (whether based in contract, tort, strict
liability or otherwise) for any direct, indirect, consequential or other loss arising from any use of or reliance on
this report and/or further communication in relation it.
Opinions expressed are subject to change without notice. Past performance of any product described in this
report is not a reliable indication of future performance. There can be no assurance that any of the results or
outcomes referred to in this document will be achieved or replicated.
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Introduction
The integration of Environmental, Social and
Governance (ESG) factors into investment
decisions is accelerating. Whether in response
to risk, regulation, opportunity or reflecting
societal expectations, investors continue to
seek to understand the investment implications
of ESG issues.
Equally, at Macquarie Asset
Management (MAM), we want to
better understand how our clients
are approaching ESG: what motivates
them; how they are addressing
ESG integration; and how their
asset allocation mix is changing in
response, as this will help us to meet
the specific needs of our clients.
To do so, we undertook an in-depth
survey of 180 real assets investors
globally, responsible for over $US21
trillion of assets.1 This follows from and
expands upon our 2019 ESG survey.2
In the two years between the
surveys, the world has experienced
an unprecedented pandemic, faced
the harsh realities of climate change
and seen a new focus on racial
injustice and social inequality. The
marked increase in focus on ESG
over the past 18 months is therefore
unsurprising.
Our 2021 survey indicates that
investors have become more
convinced of the financial materiality
of ESG issues. They are dedicating
greater resources to ESG and
allocating a larger proportion of their
capital towards ESG investments.
With this comes a greater focus
on outcomes as investors seek
to analyse and measure the ESG
impacts of their investments. Across
all regions, our survey found that
investors expect these trends to
continue in the coming years.

But the survey also reveals the
challenges that many investors face in
effectively responding to sustainability
issues. While climate risk is high
on the agenda for many investors,
most have yet to commit to net
zero targets. Many are still grappling
with how to effectively measure and
manage the climate risk to which they
are exposed. The tools needed are
still in their infancy. This theme was in
sharp focus in Glasgow at The United
Nations Climate Change Conference
(COP26) as leaders from across the
world met for the most consequential
convention on climate change since
the signing of the Paris Agreement
in 2015.
At MAM, we are committed to
combating climate change and
accelerating the transition to a
sustainable low carbon future. It is
nearly a year since we announced
our commitment to invest and
manage our portfolio in line with
global net zero emissions by 2040.
Since making our announcement
we have made significant progress
in meeting our ambitious goal and
we will continue to work hand in
hand with our investors, portfolio
companies, regulators and other
stakeholders to do so.
We recently also announced that
Macquarie’s Green Investment Group
(GIG) will operate as part of MAM
from 1 April 2022. Bringing together
the world’s largest infrastructure

1. Preqin Investor database and other public information. As at October 2021.
2. MIRA ESG Survey, Macquarie Infrastructure and Real Assets (2019)
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manager and the leading asset
creation capabilities of GIG within
MAM creates a unique opportunity.
The market leading expertise that
sits within both teams, from asset
creation through to operational
management, will ensure that we
remain at the forefront of providing
our clients with relevant investment
opportunities in the green energy
transition.
While the results of the survey
highlight the progress the
investment community has made
in incorporating ESG factors into
their investment approach, the
survey also highlights the many
challenges investors continue to
face in responding to the evolving
ESG landscape. We believe we can
play a key role in supporting our
clients on this journey. Sustainability

2021 ESG Survey Report

is at the heart of our business, and
we are committed to ensuring every
investment we make delivers positive
impact for everyone.
We hope that this survey helps to
show both the progress made and
where we need to work together
to do more.

Phil Peters

Global Head, Client Solutions Group
Macquarie Asset Management

Moree Innovation Hub, pioneering
technology and innovation in Australia.
Find out more.
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About the survey
Regional breakdown of participants
Americas

EMEA

22%

36%

ANZ

Asia

31%

11%
Firm classification of participants

42%
Asset Manager

5%

Bank
Consultant/Advisor

7%
8%

26%

Foundation/Endowment
Insurance Company
Other
Pension

6%

6%

Role of participant

26%
Chief Executive/Investment Officer

20%

7%

ESG Specialist
Head of Alternatives
Investment Analyst

13%

12%

Portfolio Manager
Other

7%
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Investment Professional

15%

Lower Snake River Wind Facility, Puget
Sound Energy, Washington, United States
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Jinko Solar Power, China

ESG is rising up the
investment agenda
ESG integration and sustainable investing have moved from
the edges of the investment community into the mainstream.
The mainstream adoption of ESG considerations within investing is reflected
in our survey results. Since our last survey, more investors are allocating
assets towards ESG-oriented strategies and dedicating increasing resources
towards ESG in their analysis, investment and reporting processes.
In big-picture terms, 85 per cent of respondents have a significantly (32 per
cent) or somewhat (53 per cent) greater focus on ESG compared with two
years ago. That figure is highest in EMEA, at 91 per cent, but stands at 89
per cent in the Americas, 84 per cent in Australia and New Zealand (ANZ),
and 77 per cent in Asia.
That is reflected in asset allocation decisions. Sixty-one per cent of investors
surveyed have significantly (13 per cent) or somewhat (48 per cent) increased
allocations to investment strategies or investment managers that target
specific ESG outcomes. Some two-thirds (65 per cent) have increased their
analysis and disclosure of non-financial ESG outcomes, 16 per cent significantly
and 49 per cent somewhat.
Critically, it is also reflected in the commitment of greater resources towards
ESG. The percentage of responding investors with a dedicated ESG function
has risen from 47 per cent to 59 per cent over the last two years. The change
is particularly marked in the Americas, where the figure has risen from 24
per cent to 54 per cent, and in Asia, up from 21 per cent to 46 per cent.

85%

of respondents have
a greater focus on
ESG compared with
two years ago
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To what extent has your organisation’s general
focus on ESG evolved over the past two years?

Does your organisation have a dedicated
ESG function?

59%
12%

53%

47%
2%
1%

Yes
No

32%
2021

2019

To what extent has your organisation’s approach
to analysing and the disclosure of non-financial
ESG outcomes evolved over the past two years?

33%

1%
1%
16%
49%

To what extent has your organisation’s allocation
to products that integrate sustainability
practices evolved over the past two years?

37%

1%
1%
13%
48%

Significantly
more
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Somewhat
more

Unchanged

Somewhat
less

Significantly
less

Incheon International Airport Expressway, South Korea
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The pandemic validated many investors’ approach to
ESG and deepened their commitments. For a number
of our clients, the pandemic, combined with other major
events over the past 18 months, sparked a renewed
focus on the social dimensions of ESG and companies’
social responsibilities.”
Mary Nicholson
Head of Responsible Investment,
Macquarie Asset Management

Parsing the pandemic
The survey responses show that this increased focus on, and
resourcing of, ESG integration was unaffected by COVID-19. When
the COVID-19 pandemic struck, the economic disruption caused by
lockdowns around the world threatened to crowd out other issues
faced by investment professionals; some were concerned that
COVID-19 could push ESG down the agenda.
Responses to the survey suggest these concerns were overstated.
Nearly three-quarters (72 per cent) say that their approach to ESG has
not changed as a result of the pandemic. A follow-up question directed
to the 28 per cent of respondents who said their approach had
changed showed the pandemic encouraging deeper ESG integration,
redoubled efforts to understand ESG exposures, and increased dialogue
with investment managers and beneficiaries.

Has your organisation’s approach to ESG changed
over the past 18 months as a result of the
pandemic and/or other significant global events?

28%

Yes
No

72%
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Risk and return drives
ESG incorporation
Investors are broadly convinced that ESG factors
can enhance returns and reduce risk.
Survey respondents continue to see a strong investment case for considering
ESG factors. Around three-quarters (74 per cent) of respondents believe that
a positive sustainability strategy improves financial returns, with most of the
remainder (23 per cent) seeing no material impact. Just three per cent think
corporate sustainability efforts come at a cost to performance. These figures
are in line with our previous survey.
Of the firms that participated in both 2019 and 2021 surveys, one in five
(21 per cent) say that ESG factors govern investment decision-making - up
from 10 per cent when we asked the question in 2019. One in two say ESG
factors exert “significant influence”. The proportion of investors who say that
ESG information has “some influence” over investment decisions has fallen
from 55 per cent in 2019 to 29 per cent in our latest survey with none of the
same participating firms reporting ESG had no influence in their investment
decisions since our last survey.
Does your organisation believe having a good sustainability strategy…?
2021

2019

23%

74%

21%

78%

Has no material
impact on returns

Improves returns

3%
1%

Sacrifices returns

To what extent do ESG factors influence your firm’s investment decisions?

-%
No influence

3%
29%

Some influence

55%
50%

Significant influence

ESG governs our
investment origination

32%
21%
10%
2021
2019
Only firms that participated in both 2019 and 2021 are captured
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The survey sought to dig into the considerations that encouraged
respondents to integrate ESG factors into their investment strategies.
Investment performance is ranked extremely important by 31 per cent
of respondents and very important by a further 38 per cent. Similarly,
addressing risk is judged as either extremely important (23 per cent)
or very important (51 per cent) by 74 per cent of respondents.
Regulatory and disclosure obligations, meanwhile, are cited by almost
two-thirds (64 per cent) of respondents as extremely or very important.
Corporate reputation is considered extremely important by 21 per cent
and very important by 51 per cent of investors.
Client demand is, perhaps surprisingly, a less important motivator. Just 53
per cent consider it extremely (18 per cent) or very (35 per cent) important.
And non-financial performance trails the field. Only 41 per cent of
respondents say it is an extremely or very important consideration.
How important are the following ESG considerations in your organisation’s
investment strategy?

15%

Values of the firm

48%
31%

Investment performance

Non-financial performance

Corporate reputation

Risk profile

Client demand

Energy Development Corporation,
providing secure and safe energy to
communities across the Philippines.
Find out more.

Regulatory disclosures

38%
36%

5%
21%

51%

23%

51%

18%

35%

23%
Extremely important

41%
Very important

Market commentary –

The rise of sustainable investing
Sustainable investing continues to grow rapidly. In 2016 sustainable investing
assets totalled $US22.8 trillion whereas by 2020 this had grown to $US35.3
trillion, a 55 per cent increase in just four years.3
While Europe historically has accounted for the bulk of sustainable investing
globally, this has changed recently, with the US more than doubling its
sustainable AUM since 2016, and overtaking Europe as the region with
the largest pool of sustainable investment capital.
3. Source: www.gsi-alliance.org/wp-content/uploads/2021/08/GSIR-20201.pdf.
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Climate is a priority
– and a challenge
While climate change is the top-ranked ESG issue, most
investors are yet to make their own commitments, and
they lack the tools they need to address the problem.
The climate crisis is the most important ESG issue for survey respondents,
with 55 per cent identifying it as their highest priority. This is in line with other
investor surveys4 and is unsurprising given the high profile of climate change
among the public, policy makers and corporates.
It also fits with investors’ primary concerns when assessing non-financial
performance of their investments. When asked to select from seven different
objectives, the majority of participants selected “identifying risks in the
portfolio” as being most important, and clearly a wide range of assets face
risk from climate impacts and the transition to a low-carbon economy.

When considering ESG, which of the following areas does
your organisation currently prioritise the highest?

55%

Climate change
Responsible
consumption
Human rights/
Labour standards
Diversity and
Inclusion
Anti-bribery and
corruption
Exclusions for
controversial sectors

2%
7%
5%
13%
18%

4. See the Principles for Responsible Investment Annual Report 2021, which states that signatories “continue to identify”
climate change as their “number one ESG issue”, a Bank of America survey which found that 60% of investors consider
climate change as the top ESG priority in 2021, and a 2021 study from Research in Finance, which found climate change
and carbon emissions as top ESG considerations for retail investors and intermediaries.
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Long Beach Container Terminal,
California, United States

When you assess the non-financial performance from your
investments today, which objectives are most important to you?

25%

Identify risks in the portfolio
Qualitatively compare
investments in our portfolio

15%

Quantitatively compare
investments in our portfolio

14%

Benchmark our
ESG performance vs others

13%

Track the year-on-year ESG
improvement by investment

12%

Aggregate portfolio level
non-financial performance

9%

Share anecdotal outcomes
with stakeholders
Aggregate cumulative portfolio
level non-financial outcomes

Paraway Pastoral,
Australia

7%
5%
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However, these two findings are at odds with how many investors are currently
measuring and managing climate exposures. Fewer than half (47 per cent)
track some or all portfolio emissions. Another 24 per cent say they plan to
track emissions in future; one in six (16 per cent) say they do not plan to.
It is noteworthy that 46 per cent of investors say they do not generally address
physical and transition risks in their portfolios.
The investment community is still grappling with how to address climate
change, and the tools to measure and manage climate risk remain in their
infancy. However, physical climate impacts are already manifesting themselves
around the world, and the policy response is rapidly accelerating; investors are
in a race against time to understand and address the risks involved.

What is your organisation’s current approach
to greenhouse gas (GHG) footprinting?

2%

We track all GHG emissions

16%
5%

We track some GHG emissions

We track GHG emissions and in some/all cases are reducing
the footprint and/or offsetting with carbon removals or offsets

16%
13%

24%

We track some GHG emissions and
are working on reducing the footprint

24%

We don’t track GHG emissions but
we intend to track them in the future

We don’t track GHG emissions
and don’t plan to

Unknown

How do you address physical and transition climate risk in your portfolio?

14%
10%

We require certain climate risk disclosures, such as TCFD or GHG emissions, but in
our experience these have not provided a satisfactory assessment in most cases

15%
5%

We require certain climate risk disclosures, we do additional analysis, and we
use 3rd party data and expertise to evaluate climate risk in our portfolio

We require certain climate risk disclosures, such as
TCFD or GHG emissions, and this satisfies our interests

We require certain climate risk disclosures and then do direct follow up with the
management teams to satisfy our risk assessment needs where we can

46%
10%
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Other

We currently don’t
generally assess these risks

Only

47%

of investors track
some or all portfolio
emissions
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Has your organisation made a
commitment to align its portfolio with
the goals of the 2015 Paris Agreement
(net zero by 2050)?

Do you expect to make a commitment within
the next two years?

14%

Yes, definitely

32%

35%

34%

Probably, partially
Don’t know or too hard
to predict at present

Yes
No

65%

13%
7%

No, haven’t discussed alignment

No, have discussed and do not plan to commit
to alignment within the next two years

FIBRA Macquarie, buidling
sustainability in Mexico.
Find out more.

Net zero targets
In addition, respondents’ concern about portfolio climate risk has yet to
translate, in most cases, into firm-level commitments to action. Only one in
three (35 per cent) has made a commitment to align its portfolio with the
goals of the Paris Agreement on Climate, namely reaching net zero emissions
by 2050. On this dimension, investors in ANZ and Asia are ahead of the pack,
at 42 per cent and 40 per cent respectively, with those in the Americas at 20
per cent.
These figures may seem low, given the priority accorded to climate by
respondents. However, they are higher than those seen in the corporate
world. A recent study found just 20 per cent of the world’s 2,000 largest
companies have made a net zero commitment of some form.5 Similarly, the
asset-owner led Transition Pathway Initiative found that only 35 of 292 major
emitting companies assessed had made “genuine” net zero commitments.6
Among those respondents to our survey that have not made commitments,
almost half (46 per cent) expect to within the next two years, while just seven
per cent have made a considered decision not to do so. The remainder (47 per
cent) have either not discussed aligning with Paris or are undecided.
Many investors will be grappling with exactly what net zero emissions means
and how it is to be achieved. They will – rightly – be cautious about making
commitments until they are confident they can deliver against them. However,
several initiatives have emerged through which investors have pledged to
decarbonise their portfolios and work collaboratively to address barriers to
doing so.

5. Taking stock: a global assessment of net zero targets, Energy & Climate Intelligence Unit, 2021.
6. TPI State of Transition Report 2021, Transition Pathway Initiative, 2021.
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Market commentary –

Reaching net zero: the challenges and
opportunities for Real Assets investors
In the first of a series of papers, Daniel McCormack, MAM’s
Economist, examines the global economy’s path to net zero
and its implications for infrastructure and real assets investors.
In the Intergovernmental Panel on Climate
Change’s recent Sixth Assessment Report7
the scientific community has updated its
estimate for the carbon budgets consistent
with a 50 per cent chance of limiting global
warming to +1.5C above the 1850-1900
average. At 500 GtCO2, and with the world
emitting around 36.4GtCO2 per year, we have
less than 14 years left at current emission rates
to limit global warming to +1.5 degrees. The
coming decade will clearly be crucial.
Achieving net zero emissions by 2050 will
require changes in energy efficiency and the
carbon intensity of our energy supply mix
that have hitherto not been reached, even in
the most politically favourable of regions of
the world. This is not to say that it cannot be
done, and developments already underway
in a number of industries and the new
technologies that are emerging and scaling up
hold significant promise, but profound changes
are needed. To give a sense of the acceleration
required, in the last decade CO2 emissions per
unit of GDP at the global level fell by -2.4 per
cent per year. To achieve net zero by 2050 that
rate needs increase roughly 4-fold to -10 per
cent per year.
To date most of the focus has been on fuel
substitution in power generation, where
switching coal for gas has contributed to
meaningful emissions reductions, and zero
carbon generation technologies such as solar
and wind. But the focus needs to broaden
quickly to not just the transport sector, but

7. The report can be found here.
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also buildings and heavy industry. Different
sectors will proceed at different speeds –
electricity generation, road and rail transport,
and space and water heating in buildings are
the easier areas to decarbonise and so are
likely to happen sooner and faster. Aviation,
shipping and the heavy industries of steel,
cement and chemicals may be more costly and
therefore take longer.
The implications of these changes for investors
are very real. Hydrogen infrastructure, energy
storage, renewables capacity and low or zero
carbon fuels could see rapid growth in the
decades ahead. Charging infrastructure will be
needed, as will additional investment in grids.
Even more fundamentally, electricity markets
may need to change – in a zero marginal
cost world, market-based pricing where price
is determined by marginal cost can lead to
sub-optimal outcomes – and the potential for
behind the meter solar (and storage) to lead
to a more decentralised energy generation
and distribution model presents plenty of
challenges and opportunities for investors. In
short, a thorough understanding of the changes
and trends that the path to net zero gives rise
to should lead to better capital deployment
that not only reduces emissions and helps
the world avoid some of the most deleterious
effects of climate change, but also improves
financial performance.
If you are interested in reading the full article,
please contact us.

2021 ESG Survey Report

Bard Offshore 1, Germany
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Americas, Asia at
an inflection point?
Survey responses chime with market perception that the
Americas and Asia lag Europe regarding ESG integration
– but they suggest the gap is likely to close.
Across a range of responses that illustrate the extent of ESG integration,
EMEA and ANZ investors show themselves further advanced than their peers in
the Americas and Asia. Around seven in 10 of the former have a dedicated ESG
function, for example, compared with around half of the latter.
As observed earlier, Asia and ANZ investors are more likely to have made net
zero commitments. Similarly, ANZ investors, in particular, are much more likely
to require climate disclosures and undertake additional climate analysis.

Does your organisation have a dedicated ESG function?

54%

Americas

46%
31%

69%

EMEA

70%

ANZ

30%

46%

Asia
Yes

54%

No

How do you address physical and transition climate risk in your portfolio?

36%

Americas

53%

EMEA

16

11%

26% 5%
62% 5%

33%
We require certain
climate risk disclosures

17%
36%

69%

ANZ
Asia

47%

We currently don’t generally
assess these risks

Other
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From our conversations with clients, we know that they
share many of the same priorities however, there are
regional differences that illustrate the differentiated and
responsive nature of ESG investment. In the Americas for
example, where the Black Lives Matter movement has led to
greater conversations with investors about diversity, equity
and inclusion. In Europe, gender equality has long been a
focus, while human rights features more prominently for
Asia-based investors.”
Chandra Eastwell
Associate Director, Macquarie Asset Managament

However, there are indications that ESG integration is set to accelerate
in the Americas and Asia, suggesting that these markets may be close to
tipping points in terms of sustainable investment. For example, 81 per cent
of respondents in the Americas expect to increase allocations to investment
strategies or managers that target specific ESG outcomes and about 74 per
cent in ANZ, compared with 91 per cent in EMEA.
In addition, Asia-based investors are ramping up their climate analysis. While
only 29 per cent track some greenhouse gas emissions, compared to 60 per
cent in EMEA, 42 per cent of Asian investors say they intend to start doing so.

How do you expect your organisation’s approach to allocating
to products and/or managers that target specific ESG outcomes
to evolve over the next two years?

19%

Americas

31%

EMEA

53%

13%
Significantly
more

64%
Somewhat
more

19%
60%

21%

ANZ
Asia

62%

Unchanged

Somewhat
less

9%
26%

19% 2% 2%
Significantly
less
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Looking ahead: changing
objectives for ESG integration
As investors deepen their ESG commitment,
their objectives are beginning to change
For most investors, assessing ESG issues begins with process: do investee
companies have the policies and procedures in place to manage risk and
opportunity? Similarly, regulatory compliance tends to be high on the agenda.
These two areas were most cited by survey respondents when they were
asked which non-financial data they are currently collecting from their
investment managers. Following behind those two issues were data on
climate risk and greenhouse gas emissions.
In terms of using that data to assess the non-financial performance
of investments, the majority of respondents said identifying risk is one
of the most important objectives, followed by the ability to qualitatively
compare portfolio investments.
However, when asked about the potential utility of ESG data in the future,
quantitative comparison of portfolio investments and the benchmarking of
ESG performance against third parties both rise up the agenda. This reflects
an expectation that ESG data will become more useful as a means of
differentiating investments and investment portfolios.

When you assess the non-financial performance from your
investments today, which objectives are most important to you?

28

Identify risks in the portfolio
Qualitatively compare
investments in our portfolio

16

Quantitatively compare
investments in our portfolio
Track the year-on-year ESG
improvement by investment

7

15
6

18

27

15

27

14

27

8

Aggregate portfolio level
non-financial performance

10

9
14

4 3

8
8

9

Americas

16
7

6

11
EMEA

ANZ

Number of responses.
Participants could select more than one answer

18

27

12
10

Aggregate cumulative portfolio
level non-financial outcomes

37
24

5

Benchmark our ESG
performance vs others

Share anecdotal outcomes
with stakeholders

14

Asia

46
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In two years’ time, what do you hope to be able to do with non-financial ESG data?

25

Identify risks in the portfolio
Benchmark our ESG
performance vs others

24

Quantitatively compare
investments in our portfolio

Aggregate cumulative portfolio
level non-financial outcomes
Share anecdotal outcomes
with stakeholders

11

16

12

13
16
Americas

7

37

26

31

12

31
25

9
EMEA

41

23

9
10

37

30

13

17

42

31

12

22

Qualitatively compare
investments in our portfolio

33

12

20

Track the year-on-year ESG
improvement by investment

Aggregate portfolio level
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Cadent, decarbonising the UK’s energy networks. Find out more.
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A closer eye on outcomes
The responsible investment community is moving from a focus on process to a focus
on outcome; they want to be able to demonstrate that their investments can have
real-world social and/or environmental outcomes. This is reflected in the growing
emphasis placed on outcomes by organisations such as the Principles for Responsible
Investment, GRESB and others.
This is a trend in which survey respondents are participating. There has been a marked
increase in analysis and disclosure of non-financial ESG outcomes over the previous
two years, with 16 per cent of investors reporting significantly, and 49 per cent
somewhat increased activity. This effort is expected to accelerate, with 29 per cent
of total respondents – and 43 per cent of investors in EMEA – anticipating a significant
increase in the next two years.

But caution on divestment
However, relatively speaking, survey respondents are cautious about divesting assets
with high ESG risks. Only seven per cent have significantly, and 32 per cent somewhat,
increased such divestment in recent years. Looking forward, those figures rise to
17 per cent and 47 per cent respectively.
Europe-based investors are more committed, with 74 per cent expecting to increase
active divestment over the next two years. However, those based in the Americas are
less advanced. There, just 11 per cent have significantly increased divestment in the
past two years and three per cent expecting to do so in the future.

Has your organisation’s approach to the active divestment of
assets that have high ESG risks evolved over the past two years?
Americas
EMEA
ANZ
Asia

3% 8%

83% 3%

10%

38%

11%

50%
47%

4%

Somewhat
more

2%

42%

36%

Significantly
more

3%

54% 4%
Unchanged

Somewhat
less

2%

Significantly
less

How do you expect your organisation’s approach to the active divestment
of assets that have high ESG risks to evolve over the next two years?
Americas
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Executive pay and ESG
One area where the investment community
is lagging the corporate world is on ESG-linked
executive remuneration. Only one in seven
(14 per cent) respondents to the survey work
for organisations that link compensation to
ESG performance. In comparison, 52 per
cent of S&P 500 companies use ESG metrics
in executive compensation, according to
research by investment consultant Willis
Towers Watson.8
The expectation among survey respondents
is that this is set to change. More than onethird believe compensation should be linked
to ESG performance. Indeed, in an industry
where remuneration is often closely linked
to quantifiable outcomes, a greater focus on
delivering measurable ESG performance will
inevitably be reflected in executive pay.

35%

of respondents
believe compensation
should be linked to
ESG performance

8. Willis Towers Watson, ESG and Executive Compensation, 2021

Is there a direct link in your organisation between
your compensation and ESG performance?

A few years ago, most of our ESG
and sustainability conversations with
clients focused on our policies and our
approach. Now, those conversations
are going much deeper with investors
wanting to see studies of our approach
in action. Investors increasingly want
to see data that demonstrates the
outcomes of our approach and the
impact their investments are having –
e.g. decarbonisation or contributions
towards SDGs. Providing this data and
showing the outcomes of our work is a
top priority for us.”

14%
Yes
No

86%

Do you think your compensation
should be linked to ESG performance?

35%

Raj Gohil, CFA

Yes
No

Executive Director, Client Solutions Group
Macquarie Asset Management

65%
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Conclusion: ESG on
an upward curve
Survey responses show that demand for ESG analysis, integration
and investment products is set for continued strong growth.
The signals from the survey are clear: commitment to ESG considerations
within investment frameworks among respondents is set to grow over
the coming years. Almost nine in 10 (89 per cent) respondents expect
their focus on ESG to increase over the next two years, with 40 per cent
predicting it will do so significantly.
This focus will express itself both through analysis and disclosure, as well
as asset allocation. On the former, 29 per cent expect to be undertaking
significantly more, and another 51 per cent expecting somewhat more
analysis and disclosure of non-financial ESG outcomes in two years’ time.
On the latter, 82 per cent expect to increase allocations to investment
strategies that integrate sustainability practices, and 77 per cent to increase
commitments to products or managers that target specific ESG outcomes.
However, the survey points to the dichotomy in the growth of the ESG
market. Compared with the 40 per cent of respondents expecting
“significantly more” focus on ESG as a whole, only 22 per cent and 20 per
cent expect to significantly increase allocations to sustainability-integrated
and ESG outcome-linked investments, respectively. This could reflect the still
growing access to suitable investment strategies and reflections among some
investors about the relative value proposition for ESG-oriented investments.
The survey results also suggest that, despite increased internal resources
dedicated to ESG, the investor community continues to face challenges
incorporating ESG factors into investment decision making to the extent their
importance warrants. On climate change, in particular, a gap exists between
the recognition of its significance and its active management by investors.

77%

of respondents
expect to increase
commitments to
products or managers
that target specific
ESG outcomes

In MAM, we are investing to deliver a positive impact
for everyone.
This means putting sustainability at the heart of what we do. From developing
sustainability-themed products to meet investor demand, to decarbonising
our existing portfolio to meet our ambitious net zero commitment, to working
with our portfolio companies to improve their performance on a wide range of
environmental, social and governance topics.
We are committed to continuing to improve the transparency we provide
to investors on the sustainability performance of their portfolios, including
the relationship to climate risk, and to support our investors on their own
decarbonisation journeys.
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How do you expect your organisation’s general focus
on ESG to evolve over the next two years?

How do you expect your organisation’s approach to the
analysis and disclosure of non-financial ESG outcomes
to evolve over the next two years?

18%
10%
1%

49%

1%
1%

51%

29%

40%

How do you expect your organisation’s approach to
allocating to products that integrate sustainability
practices to evolve over the next two years?

How do you expect your organisation’s approach to
allocating to products and/or managers that target
specific ESG outcomes to evolve over the next two years?

16%

21%
1%
1%

60%

1%
1%
57%

22%

Significantly
more

Somewhat
more

Unchanged

Somewhat
less

20%

Significantly
less
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