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Forging a path ahead

It's no secret that the world continues to

face significant challenges when tackling
climate change. In 2023, the road ahead

still remains long and challenging.

The headwinds we face include ongoing geopolitical tensions,
tightening regulations in the EU, an ESG backlash in the US,
and often a lack of suitable data and expertise.

Nevertheless, the results from our third climate survey
demonstrate that investors are keeping the faith and moving

forward with a sense of purpose.

Our survey highlights several positive trends in particular, such
as the increasing interest in biodiversity investing. Two other
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trends of note are the growing importance of social issues and
a Just Transition to renewable energy. Meanwhile, investors in
general are clearly and increasingly aware of the risks of climate
change, and are integrating climate considerations into their
investment policies.

Overall, despite complex and sometimes contradictory market
conditions, they remain committed to sustainable investing and
implementing strategies with long-term horizons to address
environmental and social challenges.

Building and maintaining portfolios with these future scenarios in
mind requires forward-looking data and reliable modeling. In our
case, even though we consider ourselves to be pioneers in the
field of sustainable investing, and have been researching and
innovating in this area for more than two decades, we still learn
every single day.

Our most recent innovations in climate investing include Robeco's
Sector Decarbonization Pathway models, which help us identify
which companies are likely to be leaders or laggards in the path
towards net zero. Our work involved developing forward-looking
metrics relating to decarbonization and the adoption of a
data-driven stewardship solution.

We're now at the point of implementation of this methodology,
which will form part of a range of climate-related solutions that
we offer our clients. Depending on where investors are in the
stage of adoption, we can apply exclusions, active ownership,
portfolio decarbonization and climate indices to their portfolios.

Forging a path ahead, during what may in retrospect be seen as
the darkest hour before dawn, is a complex endeavor. Moving
from implementation to action will require courage and resolve as
well as science and data. Above all, it will require collaboration
and a shared vision.

It is our hope that this report will inspire others not only to join us
in our efforts to address climate change and promote sustainable
investing, but to see how valuable their own roles are in this

journey.

Victor Verberk,
CIO Fixed Income and Sustainability



Key findings

' o of investors have made, or are in
4 8 /o the process of makirig, a public
. commitment'to the net-zero goal

by 2050

say the energy crisis has
reinforced the importance of
moving away from fossil fuels-
and towards renewable energy

91"

/o " say climate change is at the
centre of, or is a significant
factor in, our investment policy

Ayear ago.thié was is projected to be

75% - 85"

in two years’ time

63" « 57*

of European investors of Asia-Pacific investors
are concerned about future political pressures and/or legal
actions if they do not take positive action on climate change
and other ESG issues

47"

of North American investors are
concerned about political
pressure and/or legal action on
an anti-ESG hasis if they
implement ESG investing

are actively seeking ihvestments
that make a positive contribution
to biodiversity -

41*

say the target set by the Paris
Agreement, to limit global
warming to well below 2 °C, is
still achievable

38*
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Investors trying to tackle climate change are experiencing
headwinds, according to this year's research findings. These
headwinds include the backlash to ESG from some quarters in the
United States, where ESG investing is in danger of becoming a
political foothall, rather than an approach taking into account a
wide range of risks, including those arising from environmental,
social and governance factors, which can have financial
implications among other impacts.

Itis clear that investors in North America are more affected by the
politicization of ESG investing, particularly regarding climate
change, with 47% in North America (vs. 30% in Europe and 37% in

Asia-Pacific) concerned about political pressure and/or legal
action if they implement ESG investing and 54% (35% in Europe
and 51% in Asia-Pacific) expecting more pressure and/or legal
action against ESG investing in their domestic market in the
future. Indeed, we find that a majority of European (63%) and
Asia-Pacific (57%) investors are more concerned about political
pressure and/or legal actions if they do not take positive action on
climate change, compared to only 40% of North American
investors. As it now seems likely that ESG investing will be an
election issue in the US, investors there may have to find a way to
factor this into their investment approach, particularly if they
believe that climate change has financial implications.

North American investors are more likely to face anti-ESG political and legal pressures if they act on climate change

AL Europe

We are concerned that investment policies to avoid
investing in fossil fuels will make it harder to
operate in certain jurisdictions or locations, which
are taking an anti-ESG approach.

48%

We are more concerned about future political
pressure and/or legal actions if we do not take
positive action on issues such as climate
change and other ESG issues.

63%

We are concerned that making detailed
disclosures on ESG investing issues could
have legal implications in the future, e.g. for
making unjustified claims.

42% 31%

We expect to see more political pressure and/or
legal actions against the use of ESG investing in
our domestic market in the future.

35% |22

We are concerned about facing political
pressure and/or legal action on an anti-ESG
basis if we implement ESG investing,
particularly with regard to climate change.

30% 28%

We believe that policy makers and politicians are
taking sufficient action to shift economies from
reliance on fossil fuels to a sustainable model based
on renewable and clean energy.

29% 29%

31%

“ North America ‘A Asia-Pacific

21% 61% 29% 11% 60% 26% 15%
27% 11% 40% 32% 28% VA3 28% 15%

27% 50% 25% | 25@ 56% 20% 24%
43% 54% 27% | 19% 51% 18% 30%
42% 47% 29% @ 24% 37% 28% 35%
42% 32% 41% 27% 33% 39% 28%

@ Agree @ Neutral @ Disagree

Data may not sum to 100% due to rounding

To what extent do you agree with the following statements on the role of policymakers and politicians regarding ESG investing, including

decarbonization and other actions to tackle climate change?
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The recent energy crisis in the global economy, caused by
post-pandemic supply chain disruption and the Russia-Ukraine
war, has also acted as a bump in the road. For example, the sharp
rise in energy prices led to nearly half (47%) of investors reviewing
their approach to ESG investing and sustainability, by permitting
higher allocations to oil and gas companies in order to avoid
short-term losses.

How investors have reacted to the recent energy crisis

v

Recent events have
reinforced the
importance of

moving away from

fossil fuels and
towards renewable
and greener energy
to us as an investor.

v

We have increased
active engagement
with energy companies
over the need to move
away from fossil fuels
and to renewable
energy.

v

However, short-term disruption does not necessarily mean
investors are changing their long-term plans. For just over half of
investors (51%), the energy crisis has reinforced the importance
of the shift to a low-carbon economy based on renewable
energy. And only a quarter of investors say that they have
paused or slowed their portfolio decarbonization work as a
result of the energy crisis.

v

We have found oil and
gas companies to be
less receptive to our
active engagement

efforts around
decarbonization amid
strong profits in the N
sector and concerns

v

We have accelerated
our portfolio
decarbonization
efforts in light of
recent events and their
effects on energy
prices and supplies.

We have reviewed
some of our approach
to ESG issues and
sustainability to avoid
short-term losses or
underperformance
(e.g. now permitting

We have paused or
slowed our portfolio
decarbonization
efforts in light of
recent events and their
effects on energy
prices and supplies.

Oover energy security.

higher allocations to
oil and gas companies
than we were
previously allowing).

% Agree (Completely Agree + Agree)

What, if any, impact have the increases seen in energy prices had on your organization’s approach to portfolio decarbonization so far?

Another finding that shows the presence of headwinds to taking
action against climate change is the slight decline in investors
saying climate change is a significant part of, or is central to, their
investment policies. This has dipped slightly from 75% in 2022 to
71% in 2023. However, the overall trend is still upward, as 85% of
investors say climate change will be central or significant to their
investment policy over the next two years. The data gathered over
the last three years suggests that a minority of investors are
proving hard to mobilize to take action on climate change.

Given that in the last few years, investors have been through a
global pandemic, rising inflation and interest rates and increasing
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geopolitical turbulence, it is not surprising that investor action on
climate change is not a smooth, linear process. While most
investors increasingly accept the reality of climate change and its
implications, finding the appropriate investment solutions and
implementing them can be a challenging process for many
investors. As they do this, investors face a steep learning curve, as
they look for the data, information and investment frameworks to
enable them to understand and act on a range of issues around
climate change and sustainability.
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Making a public commitment to net-zero carbon emissions from
their investments by 2050 is a clear signal that an investor wants
to decarbonize its holdings. Not only is it an outward
manifestation of a commitment to tackle climate change, but it
requires investors to re-think their entire investment approach.

The proportion of investors who have made a net-zero
commitment, or who are the process of doing this, has risen
slightly from 45% in 2022 to 48% in 2023. While there has been a

slight fall in the proportion of investors who have made a public
commitment (27% in 2022 to 25% in 2023), this is outweighed by
the increase, from 18% to 23%, of investors in the process of
making this commitment to a net-zero goal, but who have not yet
finalized it. The fact nearly a quarter of investors are working on a
net-zero commitment shows how it involves preparation and
planning. It also indicates that we can expect to see the number of
investors with a net-zero commitment increase significantly.

European investors and insurance companies lead the way on making a net-zero commitment

Global

@& ad

® Yes, we have made a public commitment
to the net-zero goal by 2050.

@ We are in the process of making a public
commitment to the net-zero goal by 2050
but have not yet finalized this.

@ e are investigating what making a net-zero
commitment will mean for our investment
portfolio and whether we can do this or not.

@ We have not made a commitment to the

net-zero goal by 2050 and do not have
any plans to do so at this time.

®od

2022

2023 —

Europe North America Asia-Pacific

T‘» 19% lq 20%
"y

3.

37%

Institutional investors Wholesale investors Insurance companies

19%
28%
39%

Has your organization made a public commitment to achieving net-zero greenhouse gas (GHG) emissions from its investment portfolio

by 2050, or is it in the process of doing so?

European investors and insurance companies are much more
likely to be committed to net zero than other investors. In Europe,
37% of investors have already made a public commitment, and a
further 24% are in the process of doing this. It is a similar story
among insurers; 39% have already made a public commitment,
while another 28% are in the process of doing this.

Many European investors see sustainable investing as being in the
best interests of their members and stakeholders and therefore
part of their fiduciary duties. Unlike in the USA, where ESG
investing is acquiring controversial political overtones, European
politicians and regulators are generally supportive of action on
climate change. The Paris Agreement, an outcome of the COP21
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talks held in Paris in 2015, and the European Union’s Sustainable
Financial Disclosure Regulation (SFDR) are both examples of this.

At insurance companies, it is likely that commitments to net zero
have been driven by a mix of factors. One is greater pressure from
internal stakeholders at insurance companies to take action on
climate change compared to other investors. This may be due to
the impact that extreme weather events, which climate experts
expect to become more frequent and damaging if global
temperatures rise, will have on the viability of insurers’ business
models. In addition, many insurers are consumer-facing
businesses, which means they want to reflect growing public
concern on climate change.



The incremental implementation of net-zero policies

While a significant number of investors have set, or plan to set, a nature of decarbonization. Once investors have made a net-zero

net-zero goal, fewer have implemented some of the detailed and commitment, the next steps are likely to be calculating a carbon

specific measures needed to reach this objective. footprint, then taking steps such as gaining a forward-looking view
on the emissions pathways that investee companies are on.

So while half (55%) of investors have developed a high-level Implementing measures such as active engagement with

understanding of the largest material impact of their investment companies requires investors to build expertise and also to work

portfolio on carbon emissions, fewer have reached the stages of with others, which will take time. In this sense, it is an ongoing
working on Scope 3 emissions, or divesting from carbon-intensive  process, to be viewed as a journey, not an event.
investments, for example. These findings show the incremental

Developing a high-level understanding is a first step in decarbonizing investment portfolios

Global é@ £ @ % Investor type

Developed a high-level understanding of the largest material

0, . .
5% impacts of our investment portfolio on carbon emissions.

Calculated the carbon footprint for our holdings in
42 different asset classes today, using Scope 1 and 2
emissions, with any dafa gaps identified.

Taken steps to gain a forward-looking view of what
27% emissions pathway investee companies are on, and how
that aligns with the UN Paris Agreement.

Joined with collective efforts by other asset owners to actively
26 engage with governments, policy-makers and companies on
actions needed to reach the goal of net zero by 2050.

Announced or implemented divestment from

25 carbon-intensive sectors or investments.

Taken steps to measure Scope 3 emissions where
20% possible, through available data, modelling, best
estimates and other measures.

Actively engaged with investee companies
18 on a unilateral basis on decarbonization
and their use of fossil fuels.

17% Used carbon offsetting and carbon credits.

N CO NS
~ N O
5 32 8%

% Multiple answers allowed @ Institutional investors
@ Wholesale investors
@ [Insurance companies

L What steps has your organization taken so far to decarbonize its investment portfolio?
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Decarbonization and investment preferences

While the full implementation of a net-zero goal may be a gradual,  third of investors have already, or are very likely to, increase
incremental process, there may well be changes to investment allocations to funds or strategies investing in climate solutions, or
portfolios in a relatively short space of time. For example, over a with a low-carbon approach, in the next 12 months.

Investors want to see a mix of low-carbon and other decarbonization strategies from asset managers

53% 52%
45% 42%
0
37% 36% 36%
Be more : Offer low-carbon
Offer' low-carbon Offer more impact ~ accommodating to Morg exglusmn Offgr more Offer more Ersions o
versions of core investing related to _having hard carbon and divesting from  thematic investing ' Iow-carbon. non-core/satellite
'equny and ﬂ_xed decarbonization reduction targets the worgt carbon relateq to_ |nvestments in equity and fixed
income holdings imposed on them emitters decarbonization alternative asset

income holdings

349 31% 33% 29% 28%

@ 2022 @ 2023 %Rank1+2+3

What does the asset management industry need to do to help with decarbonization?

The initial focus of portfolio changes is likely to be in equities and ~ next 1to 2 years. This is reinforced by investors wanting asset

green bonds, followed by real assets and private markets, managers to increase the provision of low-carbon versions of core
according to results when investors were asked about their equity and fixed income holdings, among a number of other steps
priorities for the deeper integration of decarbonization over the to help investors with decarbonization.
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Investor pressure on oil & gas companies is set to increase

While decarbonization will lead to greater investment in climate-
friendly investments, it may also require investors to divest from
carbon-intensive assets, sometimes after actively engaging with
companies in a bid to persuade them to shift from fossil fuels to
renewable energy.

On divesting, 14% of investors with a net-zero target targets in
place say their current approach is to completely divest from oil
and gas companies and 23% with a net-zero target target say they
will do this in the next two years. This increase is even greater for
investors in the process of setting a net-zero target, with 39%
saying that they will completely divest from oil and gas companies
in the next two years.

There is a similar trend for investors taking an active ownership
approach to oil and gas companies, with divestment as an option
if engagement fails. Just over a third (34%) of investors with a
net-zero target say this is the present approach, and it is expected
to rise to 42% of investors with a net-zero target in the next two
years. The same upward trend is seen for investors in the process
of putting a net-zero target in place.

Overall, these findings show that committing to a net-zero target is
likely to increase pressure on oil and gas companies to move away
from fossil fuels if they can, and for increasing investor divestment
from carbon-intensive assets.

Investors with net-zero targets are taking a more active role as owners of oil and gas companies

Have net-zero targets

Today Next 2 years

favoring the sector.

2022

2023 2022 2023

® To completely divest from oil and gas companies because their
carbon emissions conflict with our views on climate change.

@ To continue to invest in oil and gas companies, despite their
carbon emissions, as long as they provide good returns.

@ To be an active owner in oil and gas companies we hold, pushing
for a move away from fossil fuels and towards renewable energy,
and prepared to divest if there is insufficient progress.

@ To passively invest in oil and gas companies identified as the
best performers according to an ESG benchmark or index.

@ To take a cautious approach to investing in this sector,
paying attention to whether the market is penalizing or

Net-zero targets in process

Today Next 2 years

2022

2023 2022 2023

Data may not sum to 100% due to rounding

Which of the following is closest to your organization’s investment approach to investing in oil and gas companies using fossil

fuel today, and in the next 2 years?
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Participants

In recent years, sustainable investing has become a key part of the work of most institutional
investors. While the Global Climate Survey quantifies investor action, in order to get more personal
insights we spoke to six asset owners from around the world on the challenges of decarbonization,
biodiversity loss, and a Just Transition to a low-carbon world.

Dominique Dijkhuis,
Executive Board Member for investment policy of ABP, the Netherlands

Alberto Gomez-Reino,
Head of Sustainable Investment, BBVA, Spain

Dominik Irniger,
Head of Asset Management of Pensionskasse, SBB, Switzerland

Andrew Lill,
Chief Investment Officer and Executive Officer of Rest, Australia

Kim Rosenkilde,
Group Chief Investment Officer of Singlife, Singapore

Abel Sakhau,
Chief Sustainability Officer, Sanlam, South Africa



Politics and regulation are becoming more positive

If there is a political backlash to ESG investing, it appears to be
confined to the US. Dominik Irniger, Head of Asset Management

at one of Switzerland's largest pension funds, Pensionskasse
SBB, said there used to be pressure from some political
exponents to avoid this issue in Switzerland, but added, “It's
completely different to the US in that nearly every politician

recognizes the problem of climate change now. Other investors
agreed with this assessment, saying they had also seen a shift

to a more positive approach towards climate change in the
political arena.

However, politics can still ruffle investors’ feathers. Referring to

different public comments between an energy minister and an

environmental minister, Abel Sakhau, Chief Sustainability Officer

at South Africa’s Sanlam, said, “It's not that there is a backlash
against ESG, it's just that the South African government does
not have one single position on ESG, and what the responsible
path to follow is for the Just Energy Transition. One also has
to consider the mismatch in the time horizons of politicians
focused on the next elections, and investors looking many
years ahead, which can be a source of tension”. As Dominique
Dijkhuis, Executive Board Member of the Netherland's ABP, put
it, “If you have a long-term view, only a sustainable economy
creating a livable world is in line with that.”

Compared to politics, regulation brings more immediate
concerns. Alberto Gémez-Reino, Head of Sustainable
Investment at Spain’'s BBVA, highlighted how an evolving
regulatory process can act as a brake. He cited the EU's
Sustainable Finance Disclosures Regulation (SFDR) Level 2
rules, which could mean that climate indices are no longer
considered to be Article 9 strategies. “Now, Article 9 strategies
are more niche, or thematic, products, rather than overall
strategies. | am not saying this is good or bad, but it is a big
change in the interpretation of the regulations.”

In Australia, fund performance has to be measured against a

broad index, so a fund excluding fossil fuels or thermal coal
can underperform the index in the short term. Rest's Lill said,

EE In South Africa, we are looking forward to new
regulations that will streamline the whole process
of climate change action

Abel Sakhau, Chief Sustainability Officer, Sanlam
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“That's the only political or reqgulatory-led difficulty to full
implementation of a climate-driven portfolio.”

The survey found 60% of investors outside Europe say
regulations similar to the EU's SFDR would benefit their own
region. "We hope that the disclosure regulations when they're
announced in Australia take a similar format to those in
Europe,” Lill said.

Sanlam’s Sakhau added, “In South Africa, we are looking
forward to new regulations that will streamline the whole
process of climate change action. So far, these have gotten
positive feedback from the industry.”

€1 you have a long-term view, only a sustainable
economy creating a livable world is in line with that

Dominique Dijkhuis, Executive Board Member for
investment policy, ABP



Target setting, engaging, excluding,
and collaborating to decarbonize

Investors' actions to decarbonize their portfolios include target
setting, engagement, screening, collaboration with their peers and,
if necessary, divesting from the worst offenders on carbon
emissions.

Investors say data on decarbonization can be a challenge for
them. From Sanlam, Sakhau said, “One of our strategic focus
areas is to do a portfolio GHG analysis in terms of exposure to
high-carbon utility investments, so that we have better data to
inform our decarbonization path.”

Both Lill and Gémez-Reino said they are using weighted average
carbon intensity as a metric for reducing their carbon emissions
by significant percentages in the next few years. Gémez-Reino
added that BBVA is also monitoring different approaches and
initiatives. "As this is a new field and is evolving very fast, we will
have to adapt the strategy in the future to new information, new
data and new standards in the market."

Engagement is a vital element to decarbonization. As well as his
role at SBB, Irniger is President of SVVK-ASIR, the Swiss
Association for Responsible Investments. He commented: “We
very much want to engage with companies on climate change but
it is disappointing to see that some companies — for example, the
big oil companies — want to go back on commitments they made.
As a result, divesting could also be a consideration for companies
not showing enough progress.”

This is something ABP has already undertaken; in the fourth
quarter of 2021, it announced it would divest from EUR 15 hillion
worth of investments in fossil fuel producers by 2023, something
that it has now largely accomplished.

EE e very much want to engage with companies on
climate change and it is disappointing that some of
the big oil companies want to go back on
commitments they made

Dominik Irniger, Head of Asset Management at

Pensionskasse SBB and president of SVVK-ASIR, the
Swiss Association for Responsible Investments
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Dijkhuis explained that in October 2021, ABP decided it needed to
move faster on decarbonization, which led to a new climate policy
including divesting from companies with inherently harmful
business models, such as the exploration and production of fossil
fuels. She added that having a larger stake held for the long-term,
makes for more credibility when engaging, which ABP aims to do
selectively. “We are in the process of reducing the universe of
companies we want to invest in. In the remaining companies, we
want to engage with those that will have the highest impact when
engagement is effective.”




The challenges of integrating biodiversity protection

We are asking for biodiversity reports from our
managers and we have reached out to the NGOSs to
try and learn as much as we can

Kim Rosenkilde, Group CIO, SingLife

While investors are setting net-zero targets as part of the
decarbonization process, there is no equivalent goal that
addresses biodiversity loss. So Sakhau's insights on what
Sanlam is doing to protect biodiversity are invaluable. “We
participated in the pilot study for the Task Force on Nature-
related Financial Disclosures, so we have a good baseline in
terms of what the risks associated with nature-related issues
are, and what the actions are that you need to take to integrate
ecological considerations into our investment approach.” One
lesson is how closely biodiversity and climate change are linked.
“You can't tackle one without tackling other”.

Data is one of the higgest challenges for investors wanting to
integrate biodiversity protection into their investment policies.
To overcome this, investors like Kim Rosenkilde, Group CIO

of SingLife, are in full learning mode. “We've just finished the
course on environmental issues, so the next course is on
biodiversity. We are asking for biodiversity reports from our
managers and we have reached out to the NGOs to try and learn
as much as we can’

In a similar vein, Lill said, "l expect this to be an area where we
will have to gather information and make a decision on what to
target very quickly.”

But a lack of data should not be a reason for inaction. ABP's
Dijkhuis said, “We're not waiting for regulations or definitions,
when we all know that deforestation is bad”.

Facing up to the need for a Just Transition

On the dialogue around a Just Transition to a low-carbon
economy, South Africa faces a unique set of challenges,
complicated by our longstanding coal dependence and high
unemployment rate. Here investors appreciate both its
importance, along with the scale of the challenge it embodies. In
developing countries like South Africa, fossil fuels can be hugely
important to putting food on the table for many. Sakhau said that
nearly 80% of South Africa’s electricity comes from coal-
dependent sources and, in turn, each job in the coal sector
supports up to 10 people. He added: “When we engage with
companies, it is not only from a climate change perspective, but
also very much from a socio-economic impact perspective”.
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And Rosenkilde said that palm oil plays a similar role in South-
East Asia, which investors like him have to bear in mind.

The scale of the challenge here will require a huge, combined
effort. Irniger said the global investment community needs to
work together on climate change. Gémez-Reino agreed on the
importance of investors joining forces and added, “We prefer to
understand and monitor the efforts of different parties before
taking a strong view.”

Rest Superannuation plans to invest 1% of its assets in impact
investments by 2025. Lill said it is thinking about how it can work
with government policies to support a transition away from coal



mining. “Impact investment is our approach here and it has
driven a local approach to investing,” he said.

As with biodiversity, getting information can be difficult.
Rosenkilde said, “We don't have data on this, and | find that
when we speak to managers, we get some incredibly weak
answers." Sanlam's Just Transition framework will form part of
its 2022/2023 sustainability report. ‘It will show how we apply
this framework to making decisions in terms of engagement
and moving to a low-carbon economy. It is a very complex
subject, but nevertheless something that is imperative to do,’
Sakhau commented.

EE Impact investing is our approach here and it has
driven a local approach to investing

Andrew Lill, Chief Investment Officer and
Executive Officer of Rest

EE We prefer to understand and monitor the efforts of
different parties before taking a strong view

Alberto Gdmez-Reino, Head of Sustainable
Investment, BBVA

Conclusion

These comments give a snapshot of how investors from around
the world are playing their part in the shift to a low-carbon world.
But this will never be a straightforward process without difficult
decisions. Net-zero carbon emission goals are now widely used,
with a range of investment approaches to support it. On
biodiversity loss and the Just Transition, investors are gearing up
to act and need data, regulatory guidance and much else.
Investors are also working out for themselves what they can do,
such as impact investing on a local level. There is a long way to
go, but investors are open to the challenges we all face.
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There is a growing awareness among investors that preventing
biodiversity loss is inextricably linked to taking action on climate
change. If global temperatures continue to rise, we are likely to
see increasing environmental damage, from the increased
severity and frequency of fires, storms and droughts on land, or
as rising ocean temperatures damage coral reefs and other
aspects of marine life. At the same time, threatened ecosystems,
such as rainforests, moorlands and tundra, or coastal mangroves,
can be important natural carbon sinks, absorbing and storing
carbon. For these reasons, investors are increasingly paying
attention to biodiversity, as part of the shift to a low-carbon
economy. As an illustration of this, this survey found that nearly
half (47%) of investors agree that biodiversity loss is as great a
threat as climate-change.

Two years ago, just over a fifth (21%) of investors said that
biodiversity was at the centre of, or a significant factor in, their
investment policy. This has increased to nearly half (48%) now
and this is projected to increase to two-thirds (66%) in the next
two years. This clearly demonstrates the greater attention now
being paid to biodiversity by investors. By region, investors in
Europe and Asia-Pacific are more likely to make biodiversity a
central part of their investment policy than their peers in North
America. In addition, wholesale investors are slightly more likely
to put biodiversity at the centre of their investment policy, as are
larger investors.

Biodiversity is becoming more important within investment policies

2 years ago

At the centre of our
investment policy

A significant factor in
our investment policy

Not a significant factor
in our investment policy

Not part of our
investment policy at all

72022 W 2023

Today Next 2 years

38%

@ =

Data may not sum to 100% due to rounding

How would you describe the importance of biodiversity to your organization’s investment policy 2 years ago, today, and in the next 2 years?

The long-term, systemic risks from biodiversity loss are the biggest
motivating factor for investors to take it into account in their
investment approach, followed by demand from internal and
external stakeholders. European investors are more likely to want to
preserve wildlife and ecosystems as a motivating factor, while North
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American investors are more inclined to see investment
opportunities from the protection and restoration of biodiversity.
And investors in the Asia-Pacific region are more likely to want to
be an early adopter on this issue, in order to benefit from future
regulations and policies.



The long-term systemic risks of biodiversity loss are a powerful motivator for investors

Commitment to reducing long-term systemic risks
associated with biodiversity loss impacting all sectors,
societies and economies.

Demands from internal stakeholders (e.g.,
employees, senior management, members).

Demands from external stakeholders
(customers and clients, the public).

We see biodiversity as the next major trend
and challenge besides climate change.

Preserving wildlife and ecosystems.

We see investment opportunities from the
protection and restoration of biodiversity.

Being early adopters as investors to benefit
from future regulations, policies, etc.

The need to actively engage with investee companies
on biodiversity, as an important issue for investors.

Wanting to be seen as a leader on this issue.

Global

2022

Ranking (#) Regions

41%

39

36

32%

32%

31%

25%

22%

17%

NS
~O)|
3°8

@ CEurope
@ North America
@ Asia-Pacific

% Three answers allowed

What is motivating, or would motivate, your organization to take biodiversity into your analysis, as part of its investment strategy?

While they have growing interest in biodiversity, driven by strong
motivating factors, for many investors there is a disconnect
between the undoubted importance of biodiversity, as an integral
part of the solutions to climate change, and how it is a factor in
their investment portfolios. For example, nearly two-thirds (64%)
say there is a lack of awareness on the financial implications of
biodiversity loss, although this has fallen from 79% in 2022.
Furthermore, 55% of investors do not have a way to assess the
impact of investment decisions on biodiversity (also down from
73%in 2022).

If investors are to bring biodiversity into their investment
decision-making process, there are some glaring needs that must
be addressed. One is the need for more suitable investment data,
research and ratings, as well as a need for greater internal
expertise. These issues are seen as among the biggest
challenges for investors wanting to take account of biodiversity in
their investment portfolio.

Despite these obstacles, a third of investors say they are using
the United Nations’ Sustainable Development Goals (SDGs) to
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take account of biodiversity and this rises to 42% in Europe and
37% in the Asia-Pacific region. And slightly over a quarter (26%) of
investors have assessed, or are in the process of assessing, the
impact of their investment holdings on biodiversity and the
natural world.

Initiatives such as the Taskforce on Nature-related Financial
Disclosures (TNFD) are working with asset owners and others to
develop a framework to promote greater understanding of how
biodiversity impacts financial risks and investment performance.
Currently, the TNFD is working on beta versions of the framework,
with a first version of the full framework due out in September
2023. South African financial institution Sanlam has participated in
the TNFD pilot study and its Chief Sustainabiliy Officer, Abel
Sakhau commented: “We have a good baseline in terms of what are
the risks associated with nature-related issues and what are the
actions that you need to take to integrate biodiversity into our
investment approach.” (See page 17 for more investor views on
implementing biodiversity).



Investors want more data, research and ratings on biodiversity

Alack of suitable investment
data, research and ratings

A lack of internal expertise

Insufficient demand from end investors

Shortage of suitable investment
funds or strategies

The use of greenwashing to obscure the true
impact of products or services

Risk versus return considerations

Difficulty in accessing external expertise

A lack of clear reporting
standards and disclosures

Regulations hinder or deter us from taking
account of these issues

The lack of information on the impact of climate
change on biodiversity loss

® 2023 @ 2022

53%
50%

41%
38%

35%
46%

33%

43%

32%

31%

28%

24%

14%

1%

%Rank1+2+3

What are the biggest challenges for your organization when seeking to take account of decarbonization and biodiversity principles

in its investment portfolio?

Another positive sign on biodiversity is that 26% of investors are
working with asset managers to integrate their biodiversity
principles into their equity and bond investments. Asset managers
are seen as partners to help investors tackle biodiversity issues,
with this year's survey finding big increases in demand for impact
investing related to biodiversity (60% vs. 36% in 2022) and for
thematic investing related to biodiversity (57% vs. 40% in 2022).
At the same time, 35% of investors want the asset management
industry to help them exclude and divest from the worst offenders
on biodiversity loss. And over half (56%) of investors want asset
managers to provide biodiversity-positive versions of core equity
and fixed income holdings.
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The rising demand for impact investments making a measurable,
positive contribution towards biodiversity-related goals is due to a
number of developments. As stated, investors are becoming
much more aware of the importance of biodiversity as part of the
struggle against climate change. By pointing to a positive impact
from some of their investments, investors can demonstrate their
commitment to biodiversity. And with the introduction of more
stringent regulations to assess and classify different types of
sustainable investments, such as the EU’s SFDR, impact
investments are likely to be classed as among the most
sustainable investment funds or strategies.
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As investors implement policies to tackle climate change, with
aims such as decarbonization and avoidance of biodiversity loss
in their investment portfolios, then the relevance of the Just
Transition concept becomes more important to them. Broadly
speaking, with a Just Transition investors and others want to
address any adverse socio-economic impacts of a shift to a
low-carbon economy, such as unemployment and poverty caused
by moving away from the use of fossil fuels. This problem can be
acute in developing countries with a heavy reliance on activities
such as mining, forestry, or oil and gas extraction, for a large part
of their economy. Moving to a low-carbon world will mean moving
away from carbon-intensive activities and protecting biodiversity,
and if this is to be socially and economically just and equitable,

then ways need to found to help those affected make ‘a Just
Transition”. This could be government, or international action, to
help workers move from coalmining to renewable energy
generation for example, or to help farmers move to more
sustainable farming practices.

Two years ago, only 24% of investors said that a Just Transition
was at the centre of, or played a significant part in, their
investment policies. This rose to 48% of investors today and it is
expected to reach 67% of investors in two years’ time. It is notable
that Asia-Pacific investors are close to European investors on the
importance of a Just Transition, with North American investors
lagging behind them on this issue.

Investors are increasingly taking account of the need for a Just Transition

;,ﬁ Europe

2yearsago  Today  Next?2 years

At the centre of our
investment policy

A significant factor in
our investment policy

Not a significant factor
for our investment policy

Not part of our
investment policy at all

1
‘ * North America

2 years ago

°©c0@ 00 -
000 0009 000
Oco 00 OC o
©

© o o @O o :

“\.‘ Asia-Pacific

Today  Next?2 years 2yearsago  Today

Next 2 years

Data may not sum to 100% due to ‘Don't know’ not shown

How would you describe the importance of a Just Transition to your organization’s investment policy 2 years ago, today,

and in the next 2 years?

While investors are making a Just Transition a key part of their
investment policies, this is most likely to be implemented
through finding appropriate investments at present. For
example, 42% of investors said they have already, or are very
likely to, use thematic investments that target a Just Transition
in the next two years. And 45% say that they already have, or
are very likely to find, suitable investment opportunities that
have environmental and social goals.

24 Robeco | 2023 Global Climate Survey

Investors are also looking to investment approaches which will
help develop their deeper understanding of a Just Transition,
although this is currently only being done by a minority. For
example, 37% have already, or are very likely to, obtain and use
benchmarks, indices, research data and investment analysis to
understand the risks and opportunities around a Just Transition
over the next two years. And 28% are developing an
understanding of the systemic risks of a failure to achieve a



Investors plan to take more action on a Just Transition in the next 2 years

(0}
38% 28% 28%
Find suitable Use thematic Integrate the  Support ajust  Obtain and use Undertake Participate in Develop an Support
investment investments just transition transition as benchmarks, active blended understanding separate
opportunities that target a into investment part of our indices, ownership and finance* of the systemic  pathways for
that have just transition, strategies. long-term research data  engagementto initiatives as an risks of a failure different
environmental e.g. green fiduciary duty  andinvestment supportajust investortohelp  toachieve a geographical
and social bonds or as an investor. analysis to transition. support ajust  just transition, regions.
goals. impact understand the transition. e.g. the impact
investments. risks and of greater
opportunities social inequality
around a just if it is not
transition. achieved ina
region or
sector.

How likely is your organization to take any of the following steps over the next 2 years, in relation to a Just Transition
as part of a shift to a low-carbon economy?

Just Transition, while a similar number are at the stage of The need for greater knowledge and understanding is clearly
supporting a separate pathway for different geographical regions  shown by the finding that only 10% of investors globally assess
over the next two years. If investors are to fully support a Just their knowledge and understanding of supporting a Just
Transition, then more need to develop their knowledge and Transition as very good, while a further 31% say that they have a
understanding of its systemic risks and issues such as separate reasonable level of knowledge and understanding of a Just
pathways for different regions. Transition. These findings show that investor education on a Just

Transition is still in progress, with most investors having either a
limited, or little or no knowledge and understanding.

Relatively few investors have a very good knowledge of a Just Transition

How to support a Just Transition to a net-zero world, that addresses social dimensions of the shift to a low-carbon economy.

Global North America Europe

Asia-Pacific

@ Avery good level of knowledge and understanding @ Limited knowledge and understanding
@ Areasonable level of knowledge and understanding @ Little or no knowledge and understanding

Data may not sum to 100% due to rounding

How would you assess your own/your organization’s level of knowledge and understanding as investment
decision-makers on a Just Transition?

* Blended finance is the use of a mix of private capital from institutional investors and public or philanthropic capital to finance specific needs, often found in emerging markets, such
as clean water access, medical facilities and sustainable development.
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Approaching a tipping point
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Some of the key lessons from this year’s findings.

4 EE This year's survey highlights the challenging journey that investors are

undertaking as they advance from aspiration towards implementation of
their net-zero commitments.

Climate action continues to mature. Most investors have done their
materiality assessments and evaluated the carbon footprints of portfolios.
They are now getting their heads around more complex topics such as
integrating Scope 3 emissions and forward-looking data on the transition
readiness of companies into their investments.

But the road to net zero is not linear. The challenging energy markets of
2022 have triggered higher short-term exposure to oil and gas, as the
benchmark weight of energy sectors increases. Still, we clearly see that
investors are determined to follow through on their decarbonization goals.
The survey indicates that in the coming years, investors will enhance the
adoption of climate benchmarks and divestment from high-carbon assets.
At the same time, investors are demonstrating increased awareness that
things should not be treated in isolation. Climate action must take the
wider impacts on nature and society into account. So, it's no surprise that
the survey shows how investors are attaching increased importance to
biodiversity and the Just Transition. In the next few years, we will see
strong investor action to integrate these topics into investment strategy,
though many are clearly struggling with a lack of data and expertise in
these areas.

All'in all, | believe we are close to reaching a tipping point for the
mainstreaming of climate change, biodiversity and the Just Transition into
investment strategy. There is much hard work ahead of us, and no less
than 40% of investors express doubts as to whether they have the
necessary knowledge, tools and policy incentives to make it happen. In
that sense, the survey is a clear call upon policymakers and regulators to
keep course toward net zero by 2050 and to provide the long-term clarity
that investors need for making their contribution.

Lucian Peppelenbos,
Climate & Biodiversity Strategist, Robeco



Conclusion

The 300 participants in the 2023 Global Climate Survey represent
an extremely important group — some of the largest asset
owners around the world - in the global drive to mitigate the
adverse impacts of man-made climate change. They are in
charge of managing a vast pool of assets, which plays a vital role
in the global economy, as a source of capital for businesses.
Politicians may agree on what needs to be done at global climate
summits, which policymakers then turn into regulations and
directives, but these asset owners have to do the hard yards of
investing in a way that generates the returns they need, while
also building portfolios that will provide a sustainable, long-term
future for us all.

The results of this year's survey illustrate the challenges faced by
these investors. It is clear that most recognize the need to act on
the issue of climate change. This also means taking account of
the closely related issues of biodiversity and a Just Transition,
which are covered here, the latter for the first time. But
awareness of these issues does not mean it is straightforward to
find solutions and implement them. In the last couple of years,
turbulent economic and geopolitical conditions have buffeted
investors, testing their resolve on environmental and social

issues. On the other hand, the evidence of the necessity to act on
climate change becomes more overwhelming every year.

This year's report carries the views of several senior investors on
how they are tackling the issues covered in the Global Climate
Survey. Their insights are an invaluable aid to understanding their
mindset, as well as how they are changing their investment
policies. When the subject of member views came up, it was
striking to hear that beneficiaries or plan members sometimes
want their asset owners to go further and faster on climate
change and decarbonizing portfolios, even if this meant they
receive lower returns. This is not a universal view, of course, but
shows how public opinion in many regions is now a growing force
for more sustainable investing.

As said elsewhere in this report, implementation is now the real
challenge for investors as they work towards a sustainable,
low-carbon economy. The findings here highlight some of the
areas where more needs to be done. We hope that this year's
survey gives both asset owners and asset managers useful, even
actionable, insights on overcoming the huge challenges of
decarbonizing portfolios, avoiding biodiversity loss and moving
towards a Just Transition.

About Robeco

Robeco is a pure-play international asset manager founded in
1929 with headquarters in Rotterdam, the Netherlands, and 16
offices worldwide. A global leader in sustainable investing since
1995, its integration of sustainable as well as fundamental and
quantitative research enables the company to offer institutional
and private investors an extensive selection of active investment
strategies, for a broad range of asset classes. As at December
2022, Robeco had EUR 171 hillion (USD 183 billion) in assets
under management, of which EUR 168 billion (USD 179 billion) is
committed to ESG integration.
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Important information

This information refers only to general information about Robeco Holding B.V.
and/or its related, affiliated and subsidiary companies, ("Robeco”), Robeco’s
approach, strategies and capabilities. This document is solely intended for
professional investors, defined as investors qualifying as professional clients,
who have requested to be treated as professional clients or who are
authorized to receive such information under any applicable laws. Unless
otherwise stated, the data and information reported is sourced from Robeco,
is, to the best knowledge of Robeco, accurate at the time of publication and
comes without any warranties of any kind. Any opinion expressed is solely
Robeca's opinion, it is not a factual statement, and is subject to change, and in
no way constitutes investment advice. This document is intended only to

© Q1/2023 Robeco
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provide an overview of Robeca's approach and strategies. It is not a substitute
for a prospectus or any other legal document concerning any specific financial
instrument. The data, information, and opinions contained herein do not
constitute and, under no circumstances, may be construed as an offer or an
invitation or a recommendation to make investments or divestments or a
solicitation to buy, sell, or subscribe for financial instruments or as financial,
legal, tax, or investment research advice or as an invitation or to make any
other use of it. All rights relating to the information in this document are and
will remain the property of Robeco. This material may not be copied or used
with the public. No part of this document may be reproduced, or published in
any form or by any means without Robeco’s prior written permission.
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