@ Mercer welcome to brighter

Advancing transition
potential: Global Asset
Manager Survey 2022

Overcoming barriers to implementation
and increasing capital allocations across
emerging and frontier markets




2 Advancing transition potential: Global Asset Manager Survey 2022

Introduction

In order to better understand the At COP27, the global investment community will come

current barriers to increasing capital together with a singular focus: implementation of the
allocations across emerging and Rle s sition.
frontier markets, in support of ‘one We believe that improving capital flows to economies

’s : : most vulnerable to the risks - and present realities - of
Worl_d_ Investment fOF g lobal fmgnaal climate change is a core component of implementing
sta bl|lty th roug h climate transition, climate transition across the global economy and, in turn,
Mercer surveyed more than 400 [ ISAR e HQl0S.
g|0ba| asset managers with an Through implementation, investors have an opportunity

. to advance the real-world impacts of climate mitigation
ag9g regate in excess of US$51trn and adaptation. In the context of the African continent - a
under ma nagement,1 central focus of COP27 - investing for transition has the
potential to support critical climate adaptations, from
the delivery of renewable energy sources and
improvements in energy efficiency, to the enhancement
of economies’ infrastructure and resilience to the effects
of global warming.

In convening the views of the asset management
community, Mercer sought to ascertain:
rollover the circles and select to read more

1.

Where we are today

2. 3.

Where we are going How we will move the
needle to increase capital

We assessed managers’ -
flows to emerging markets

current climate investment
policies, approaches and
emerging market exposures

We asked managers about
the barriers they face - or

perceive - to increasing We gauged managers' views on
allocations of capital to potential drivers of increasing
emerging markets capital flows and developing
capital markets
in emerging and
frontier regions

" Mercer surveyed managers in September 2022 © 2022 M LLC. All right d
© ercer . rights reserved.
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Key findings

1. Where we are today: Managers are at different stages in their own
climate transition, but many are yet to define and set climate targets

The majority of global asset managers are yet to set
climate transition targets but are committing to
net-zero pathways across their strategies by tracking
climate metrics.

+  73% of managers surveyed by Mercer are yet to set
climate transition targets - such as net-zero - across
their strategies; under a fifth (16%) of managers have
set science-based net-zero targets

« Absolute emissions of investee companies are tracked
by 58% of managers within their strategies; 39% of
managers track companies’ forward-looking transition
metrics e.g. target setting

A ‘trust gap’ is evident in managers’ perceptions of the
reliability and robustness of companies’ climate data
inputs across emerging relative to developed markets.

*  60% of managers do not regard the climate data of
companies in emerging and frontier markets as robust/
reliable, relative to a quarter of managers in relation to
the climate data of companies in developed markets

The proportion of managers investing in private
markets and alternatives in emerging and frontier
markets remains limited.

+ Of the 61% of managers reporting current exposure in
emerging markets, less than one in 10 have invested in
infrastructure, private debt or real estate across Africa,
Latin America, Asia and Eastern Europe
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2. Where we are going: Transparency and disclosure on company
reporting and ESG factors are key barriers to increased emerging
market allocations

Transparency and disclosure around company reporting +  89% of managers identified transparency and disclosure
and environmental, social and governance (ESG) factors on company ESG factors as a barrier

are the most cited risk factors viewed as barriers to
international investors allocating to equities, bonds or
real assets in emerging and frontier markets

+ Managers view both a lack of sustainability research
and ratings in emerging markets (55%) and a lack of
equity and bond research and ratings (47%) as barriers

« Transparency and disclosure on company financial to increasing capital flows to emerging markets.
reporting was the most-cited barrier, identified by 91%
of managers

However, the outlook for increased allocations is
positive. On a 3-5 year view, 45% of managers believe
that asset owners' allocations to emerging markets will
increase meaningfully.
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3. Moving the needle: Adherence to globally recognized sustainable
reporting frameworks is crucial to increasing investment across
emerging and frontier markets

Managers view enhanced regulation around the If COP27 results in firm commitments related to
transparency and disclosure of company reporting and accelerating sustainability across Africa:
ESG factors as key to supporting increased allocations to

K 37% of managers would expect to see adherence by
emerging markets.

local issuers and operators to a globally recognized
+  82% of managers cite more regulation around sustainable reporting framework.
transparency and disclosure on company financial
reporting as a key support to increased allocations;
69% cite more regulation around transparency and
disclosure on company ESG factors.

«  54% say that adoption by local issuers and operators of
globally recognized sustainable reporting frameworks,
such as TCFD, would be the single biggest factor
delivering the highest impact in terms of increasing
sustainable investment in Africa.




6 Advancing transition potential: Global Asset Manager Survey 2022

1. Where we are today: managers are
at different stages in their own climate
transition, but many are yet to define and

set climate targets.

Institutional investors’ commitments
to transitioning towards a net-zero
economy and sustainable investment
have accelerated rapidly over recent
years, particularly following COP26

in Glasgow last November, which
reaffirmed commitments to the goals
of the Paris Agreement on climate
change, and the importance of taking
action to limit the rise in the global
temperature to 1.5°C above pre-
industrial levels.

Yet our findings indicate that climate commitments and
approaches adopted by asset managers, both at policy

level and in investment strategies, continue to vary widely.
Managers are at different stages in their climate transition,
but many are yet to define and set climate targets. However,
many are supporting net-zero pathways through tracking of
key metrics across strategies.

As asset owners seek to evolve and implement transition
plans, they will seek out the most knowledgeable managers,
creating a commercial imperative for managers to raise
their climate ambitions.

2 The Greenhouse Gas Protocol Corporate Standard classifies a company's GHG emissions into
three 'scopes":
Scope 1 emissions: direct emissions from owned or controlled sources.
Scope 2 emissions: indirect emissions from the generation of purchased energy.
Scope 3 emissions: all indirect emissions (not included in Scope 2) that occur in the value
chain of the reporting company, including both upstream and downstream emissions.

More information available at: https://www.unglobalcompact.org.uk/scope-3-emissions/

Our findings indicate that
climate commitments
and approaches adopted
by asset managers, both
at policy level and in
investment strategies,
continue to vary widely

Three target-setting approaches have been
endorsed and recognized by The Net Zero
Asset Managers’ initiative through the
Investor Agenda:

1) Paris Aligned Investment Initiative's Net Zero
Investment Framework (NZIF)

2) Science Based Targets Initiative for Financial
Institutions (SBTi)

3) Net Zero Asset Owner Alliance Target Setting
Protocol (TSP).

Given the scope for mixed methodology across
frameworks, investors may find it challenging to
compare managers’ climate commitments on a like-for
like basis and determine the scope of assets aligned to
specific targets. For example, while managers need to
report what emissions are in scope (e.g. Scope 1, 2 and
or 32) the percentage of assets committed may differ
significantly.

© 2022 Mercer LLC. All rights reserved.
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While impact and UN Sustainable Development Goals (UN Incorporation Of the UN Sustainable
SDG) frameworks may not be relevant, or applicable, to all

strategies, we believe they warrant further attention from Development Goals (features n

global managers. We believe that broader consideration the policies of less than half (47%)
of real-world impacts and UN SDGs can support investors Of all managers
targeting specific climate objectives in emerging markets.

Policy position

* Net-Zero: 59% explicitly reference * UN Sustainable Development » Impact Investing: References
or have separate policies Goals: Incorporation of the UN to impact investing remain
addressing how climate change or SDGs features in the policies particularly limited, present in just
net-zero targets are incorporated of less than half (47%) of all 27% of managers’ policies; more
into the portfolios they manage. managers, rising to 63% of the than half (55%) do not reference
The proportion of managers largest managers with AUM impact investing across policies,
referencing net-zero targets in their of more than US$250bn. while nearly a fifth (18%) state it is
organization’s policies falls to 48% not applicable.

among managers with AUM of less
than US$2bn.

~ We belleve that broader con5|derat|on of _
real world |mpacts and UN SDGs can support

mvestors targeting speclﬂc cllmate objectlves
|n emergmg markets
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Three-quarters (73%) of managers
are yet to set climate transition
targets - such as net-zero - across
their strategies.

Figure 1. Have you set climate transition targets for your strategies?

36%

Yes, and they are
science-based
net-zero targets

Yes, but not yet
science-based

No, but we intend
to within the
next 1-2 years

The majority of managers are
yet to set their own climate
transition targets

* Three-quarters (73%) of managers are yet to set
climate transition targets - such as net-zero -
across their strategies.

More than a third (36%) of managers have not
established a climate transition target but intend
to within the next 1-2 years. This proportion rises

to nearly half (47%) of the 43 largest managers,
with assets under management in excess of
US$250bn.

38% have not set climate transition targets and
do not intend to within the next 1-2 years.

Focusing in on net-zero climate targets
specifically, only a small minority - less than a
fifth - of managers have set science-based
net-zero targets.

Where we are today

Roll over the buttons below
to reveal chart data

All organizations

US$2 billion or less

38%

US$2 billion to US$50 billion

US$51 billion to US$100 billion

US$101 billion to US$250 billion

US$250 billion+

No and we do not
intend to within
the next 1-2 years

38% have not set climate transition
targets and do not intend to within the
next 1-2 years.

Managers' net-zero pledges typically involve committing

a proportion of assets to the requirements outlined in, or
broadly consistent with, industry-based initiatives such as
the Net Zero Asset Owner Alliance (NZAOA) or the Net Zero
Asset Managers initiative (NZAM). Both initiatives were
launched with the aim of galvanizing the development of
products suitable for asset owners committing to

net-zero goals.

The structure and timeline for disclosure from initiative
signatories may provide some context to managers in

our survey which stated an intention to set climate
transition targets in the next 1-2 years. Managers signing
up to NZAM, for example, will be required to disclose

the proportion of assets to be managed in line with
net-zero, and to announce emission reduction targets

on the proportion of assets that will be aligned to net-zero
in 2030, within the first 12 months.

© 2022 Mercer LLC. All rights reserved.
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Tracking of net-zero pathways across
investee companies and countries

Despite the low proportion of managers reporting to
have set science-based net-zero targets, managers are
committing to net-zero pathways across strategies in
their tracking of Net-Zero Commitments (NZCs) and
other climate metrics at company and country level.

« Asset managers are split almost evenly in terms of
tracking (47%) and not tracking (53%) company and
country NZCs when selecting investments for their
strategies. Increased tracking of companies’ net-zero
targets is correlated with the size of manager; 36% of
the smallest managers, with assets under management
below US$2bn, track the NZCs of companies and/or
countries relative to 70% of the largest managers, with
assets under management in excess of US$250bn.

While tracking of climate metrics is more widespread
among the largest managers relative to smaller peers,
increasing levels of emissions tracking reported across the
universe of respondents is an encouraging sign of progress
in the development of net-zero pathways.

Where we are today ——

When supporting asset
ownhers in the integration
of scenario and transition
analysis into portfolios,
we seek to define the
scope of emissions
captured - whether only
CO2 emissions or also
methane/other GHGs -
and prioritize reductions
of absolute emissions,
rather than just carbon
intensity.’

Figure 2. Do you track net-zero commitments by companies and/or

countries when selecting investments for your strategies?

47%

tracking company
and/or country NZCs

3 https://www.mercer.com/our-thinking/wealth/zero-places-to-hide.html

S53%

not tracking company
and/or country NZCs

© 2022 Mercer LLC. All rights reserved.


https://www.mercer.com/our-thinking/wealth/zero-places-to-hide.html

10 Advancing transition potential: Global Asset Manager Survey 2022 Where we are today

Figure 3. Top three climate-related metrics tracked by

. * Absolute emissions are tracked by 58% of managers,
managers across strategies

dipping to 38% of the smallest managers and rising to
79% of the largest managers.

« Aslightly higher proportion of managers (61%) track the
carbon intensity of investee companies. Even among

0 . .
61% 58% 39% the. smallest managers, 42% track carbon |Qten5|t¥,
while 91% of the largest managers track this metric.

+  39% of managers track forward-looking transition
metrics, e.g. target setting, rising to two-thirds of the

Carbon Absolute Forward-looking | 65%
intensity emissions transition metrics argest managers (65%).
Figure 4. What climate-related metrics are you tracking Roll over the buttons below
within your strategies? to reveal chart data
Absolute emissions 58% US$2 billion or less
Carbon intensity of 61%
investee companies 0 US$2 billion to US$50 billion

Carbon intensity of the supply

chain of investee companies US$51 billion to US$100 billion

Reserves

(potential emissions) US$101 billion to US$250 billion

Power generation sources

(utilities sector) US$250 billion+

Deforestation

Biodiversity impact

Capex associated with
sustainability plans

Climate VAR

Forward-looking transition
metrics e.g. target setting

Green or solutions revenues
Emissions avoided

Offsets / net contributors
Temperature alignment
Physical damages risks

None of the above

© 2022 Mercer LLC. All rights reserved.
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Trust gap evident in the perceived
robustness of climate metrics

Despite encouraging evidence of commitment to the
tracking of key climate metrics across strategies, a ‘trust
gap'is evident in managers' perceptions of the reliability
and robustness of the climate data metrics of companies in
emerging relative to developed markets.

Managers are clearly concerned about the robustness of
data and disclosures across key climate metrics in emerging

Figure 5. For which of the
following do you think there
are robust disclosures and
data available?

% of asset managers who class
9
data from developed markets
companies as robust/reliable

@ % of asset managers who
class data from emerging and
frontier markets companies as
robust/reliable

Absolute emissions
Carbon intensity of
investee companies

Power generation sources
(utilities sector)

Forward looking transition
metrics e.g. target setting

Reserves
(potential emissions)

Carbon intensity of the supply
chain of investee companies

Capex associated with
sustainability plans

Green or solutions revenues

Offsets / net contributors
Physical damages risks
Temperature alignment
Emissions avoided
Deforestation
Biodiversity impact
Climate VAR

None of the above

Where we are today

and frontier markets, evidenced by the nearly two-thirds of
managers (60%) who opted to select ‘none of the above'.

23% of managers consider data on absolute emissions in
emerging markets to be robust, a proportion that rises to
a third among the very largest managers. By comparison,
57% of managers view data on absolute emissions in
developed markets as robust.

57%
23%
56%
18%
45%
20%
31%
7%
23%
8%
22%
3%
22%
7%
22%
6%
20%
4%
17%
8%
16%
4%
15%
4%
14%
7%
12%
4%
10%
2%
25%
60%

© 2022 Mercer LLC. All rights reserved.
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Emerging market allocations: proportion of

managers investing in private markets and
alternatives remains limited

It is important to highlight that our survey findings on
emerging market allocations reflect the views of global
asset managers. By virtue of their asset class, region, sector
or specific mandate focus, many managers will be unable to
invest in emerging markets.

However, of the 73% of respondents able to invest in
emerging markets, 48% report that exposure to emerging
and/or frontier regions constitutes less than 5% of their
firm's total assets under management. Moreover, 17%
report that while they are able to invest in emerging
regions, they do not currently have any exposure. These
managers are concentrated among firms with less than
US$50m in assets under management.

Where we are today ——

Notable in our findings among those with exposure to
emerging markets is the low proportion of managers
reporting investing in infrastructure, private debt, private
equity or real estate across emerging and frontier regions.

Given that access to listed companies across emerging
markets remains more limited (many markets do not yet
have deep capital markets and exchanges, with others that
do still in the very early stages of development) we believe
that private markets and real assets are a key route into
accessing the opportunity set in emerging economies.

However, in regions that already require specialist,
localized market knowledge to scale investment effectively,
the additional complexities of executing and managing
investments in areas like private equity and infrastructure
raise the bar further still.

© 2022 Mercer LLC. All rights reserved.
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Figure 6. The proportion of managers reporting investment in
infrastructure, private debt, private equity or real estate across
emerging and frontier regions remains limited.

Where we are today ——

Roll over the buttons below
to reveal chart data

Latin America

Asia

Eastern Europe

Africa

28% 8% 72% 22% 41% 14%
Balanced/ Cash/Money Equity Sustainable Fixed Income Green/ impact
Multi-Asset Market themed equity bonds
1% 6% % 8% 4%

Hedge Funds/ Infrastructure Private Debt Private Equity Real Estate

Absolute Return
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Infrastructure focus

Of the 61% of managers reporting exposure
to emerging markets, just 6% have invested
in African infrastructure, while 5% report
infrastructure investments across Latin
America, Asia, or Eastern Europe.

Bk

A similar picture emerges across private debt and real 0u r fl nd I ngs

estate: of the 61% of managers able to invest in emerging

markets, less than one in 10 have invested in these asset 2

classes across the four regions. emphaSIZe the

The proportion of investors venturing into private equity reallty that jUSt a

(PE) is slightly higher, with 14% reporting investing in PE in

Asia; 11% in Eastern Europe; 8% in Africa; and 9% in Latin handeI Of speCiaIist

America. Importantly, the proportion of managers reporting

investment in alternatives and real assets remains low managers are

across managers of all sizes.

Our findings emphasize the reality that just a handful of operatl ng In these
specialist managers are operating in these asset classes

across emerging regions. asset CIasses across
emerging regions.

© 2022 Mercer LLC. All rights reserved.
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Many managers with global exposure, particularly smaller,
non-specialists, will not have the resources and/or teams
on the ground in local markets to facilitate investment in
sustainable infrastructure and/or private equity/debt.

By contrast, three-quarters of managers with emerging
market exposure have invested in listed equity across Africa
(72%), Latin America (78%), Asia (76%) and Eastern Europe

(76%), and broadly four in 10 in fixed income across regions.

“There are forerunners

~charting pathways
/into private equity,

infrastructure and real

“estate across emerging

and frontier regions,
but the need for rapid

Where we are today

Among managers surveyed, there are forerunners charting
pathways into private equity, infrastructure or real estate
across emerging and frontier regions, but the need for
rapid scaling of private market and real asset solutions,
supporting the development of capital markets and

addressing structural under-allocation across emerging
economies, is clear.

solutions, supporting
the development of
capital markets and
addressing structural
under-allocation across
emerging economies,
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Where we are going

2. Where we are going: transparency and
disclosure on company reporting and
ESG factors are key barriers to increased
emerging market allocations

In their assessment of barriers to
increasing allocations to emerging
markets, global asset managers
focus on transparency and disclosure

Transparency and disclosures on company reporting
and ESG factors are the most significant barriers to
emerging markets for managers

Transparency and disclosure on company financial
reporting and ESG factors were the most cited risk factors to

increasing allocations in emerging markets, when managers
were asked to consider barriers to international investors
allocating to equities, bonds or real assets across emerging
and frontier markets.

around company reporting and ESG
factors. Managers do not anticipate
an imminent influx of capital to
emerging economies, indicative
perhaps of the wider barriers to
investment they face - or perceive - in
these markets, but are more positive
over the next five years

The well-documented challenges of emerging market
investing also bring the risk of modern slavery, child

labour, health and safety and related issues, and broader
regulatory inhibitors front of mind for asset managers.
Structural hurdles to the implementation of climate finance,
for example, also feature prominently among managers’
concerns, with gaps in financing, inadequate first-loss
mechanisms and trusted sponsors and contractors viewed
as a barrier by three quarters of managers.

Figure 7. To what extent do the following risk factors present barriers
to international investors allocating to equities, bonds or real assets in
emerging and frontier markets?

Transparency and disclosure on company financial reporting 91%

Transparency and disclosure on company ESG factors 89%
Risk of modern slavery, child labour, health and safety and related issues

Regulatory inhibitors (e.g. for OECD investors)

Transparency on the other investors in the company or project
e.g. adequate visibility around other creditors and their terms

Gaps in financing (e.g. access to seed capital, refinancing, municipal bonds)

Trusted project sponsors, contractors

Adequate first-loss mechanisms (e.g. for infrastructure investing)

© 2022 Mercer LLC. All rights reserved.
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Figure 8. Is a lack of sustainability research and ratings a
key barrier to investing in emerging markets?

47%

say lack of equity and
bond research is a barrier

Managers view a lack of sustainability research and ratings,
and a lack of equity and bond research as impediments to
increasing capital flows in emerging markets.

«  55% of managers regard a lack of sustainability research
and ratings as a key barrier to increasing capital flows to
emerging markets

«  47% of managers view a lack of equity and bond
research and ratings as a key barrier

In some emerging markets, enhanced levels of transparency
and disclosure around company reporting and ESG may
take years, even decades, to develop. Unfortunately, the
climate transition will not wait for frameworks to be honed
and perfected.

We believe thereis arisk of a
two-tier system materializing
around expectations of data
gathering and disclosure in
emerging markets versus
developing markets - an
expansion of the ‘trust gap’
that is already evident in
managers’ views of

the reliability of climate
metrics in emerging versus
developed markets.

Where we are going ——

S55%

say lack of sustainability
research is a barrier

In our view, it is important for investors to remember that
standardized frameworks for sustainable reporting and
disclosure have not yet been achieved across developed
markets. Decisions to delay or avoid certain emerging
markets until levels of disclosure converge with practices
and frameworks prevalent in developed markets - still

very much in evolution - risk further hindering emerging
markets' development and, in turn, the resources to deliver
enhanced data gathering and disclosure.

We believe there is a risk of a two-tier system materializing
around expectations of data gathering and disclosure

in emerging markets versus developing markets - an
expansion of the ‘trust gap’ that is already evident in
managers’ views of the reliability of climate metrics in
emerging versus developed markets.

Expectations on the rise over 3-5 years

Managers' low expectations of increases in capital flows to
emerging economies may reflect their residual concerns
around the barriers to investing in these markets. While
expectations do not dictate outcomes, they can support
ambition and may guide managers’ commercial priorities in
product development and innovation.

Just a small minority of managers anticipate a meaningful
increase in asset owners’ exposure to emerging and frontier
markets in the near future; just 7% believe that an increase
will take place imminently, and 19% believe that such a shift
will occur in the next 1-2 years.

However, on a 3-5 year view, nearly half of managers
(45%) believe that allocations to emerging markets will
increase significantly.

© 2022 Mercer LLC. All rights reserved.
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3. Moving the needle: Adherence to globally
recognized sustainable reporting frameworks
is crucial to increasing investment across
emerging and frontier markets

Looking ahead to the future and potential drivers of
increased investment in emerging and frontier regions,
managers view enhanced regulation - around the
transparency and disclosure of company reporting and
ESG factors - as a priority for increasing allocations.

Figure 9. What is needed in order to support greater allocation to emerging
and frontier markets from international investors?

More regulation around providing transparency on the other
investors in the company or project e.g. adequate visibility around
other creditors and their terms

More regulation around transparency and disclosure 82%

on company financial reporting

More regulation around transparency and
disclosure on company ESG factors

Better first-loss mechanisms (e.g. for infrastructure investing)

Investment opportunities which are
explicitly linked to sustainable development UN SDGs

Greater visibility in different markets around the impact investment
opportunities available to international investors

Given managers' focus on transparency and disclosure Real-world impacts
in company reporting and ESG as significant barriers to
increasing allocations, it is unsurprising that the three
factors supporting greater allocations to emerging and +  More than a third (34%) of managers highlighted the
frontier markets most cited by managers are: potential of enhanced visibility on impact investment
opportunities available in different markets in unlocking
increased allocations.

Beyond advocacy for more regulation:

*  More regulation around transparency and disclosure on
company financial reporting (82%)

More regulation around transparency and disclosure on More than a quarter (28%) of managers think that
company ESG factors (69%) investment opportunities more explicitly linked to
sustainable development goals would support greater
EM allocations.

More regulation around providing transparency on the
other investors in the company or project e.g. adequate
visibility around other creditors and their terms (68%)

© 2022 Mercer LLC. All rights reserved.
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Impact outcomes can only become a more substantive,
integrated part of investors’ transition plans through

the more widespread adoption of standardized impact
frameworks. UN SDGs assessment, for example, can provide
a mechanism through which investors can assess the real-
world impacts of their investments across emerging and
frontier markets.

We believe that these approaches are particularly important
to the implementation of climate transition in private and
real asset investment across emerging markets, given the
opportunity to align projects with specific objectives and
real-world impacts.

We observe that impact investing remains almost a separate
exercise undertaken by a small number of investors

in limited parts of portfolios. The expansion of impact
frameworks across investors' climate programs can support
standardized measurement and enhanced understanding
of the SDG-linked social and economic benefits delivered
through climate investment solutions.

Moving the needle T

The expansion of
impact frameworks
across investors’
climate programs can
support standardized
measurement and
enhanced understanding
of the SDG-linked social
and economic benefits
delivered through
climate investment
solutions.
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Mercer and the Inter-American Development Bank, Crossing the Bridge to Sustainable Infrastructure Investing, available at: https://www.marshmclennan.com/content/dam/mmc-web/insights/publications/2017/may/gl-2017-responsible-investments-crossing-the-bridge-to-sustainable-infrastructure-investing-mercer.pdf
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Could developments at COP27 lead to
greater investment in Africa from
global managers?

We asked managers to look ahead to the future and More than a third (37%) of managers
consider what would be most likely to happen in Africa if would expect to see adherence by
COP27 results in firm commitments related to accelerating local issuers and operators to a globally
sustainable investment across the continent. recognized sustainable reporting
framework.

37% ’ 54% ) 24%
More than a third (37%) of managers More than half of asset managers Furthermore, nearly a quarter (24%)
would expect to see adherence (54%) say that adoption by local of global managers expect additional
by local issuers and operators to issuers and operators of globally decarbonization-related investment
a globally recognized sustainable recognized sustainable reporting projects to develop across the
reporting framework. If this prediction frameworks, such as the Taskforce for continent in the aftermath of firm
does, indeed, come to pass at COP27, Climate-related Financial Disclosures, commitments being achieved at
the evidence suggests it would have a would be the single biggest factor COP27.
material impact on capital flows into delivering the highest impact in terms
the African continent. of increasing sustainable investment

in Africa.

More than half of asset managers (54%) say that adoption by local
issuers and operators of globally recognized sustainable reporting
frameworks, such as Taskforce for Climate-related Financial
Disclosures, would be the single biggest factor delivering the highest
impact in terms of increasing sustainable investment in Africa.

Figure 10. In your view, which of the following would deliver the highest
impact in terms of increasing sustainable investment in Africa?

Adherence by local issuers and operators to globally

; - : 4%
recognized sustainable reporting frameworks, such as TCFD >4%

Development of public-private partnerships that leverage
multi-lateral organizations for risk mitigation of brownfield projects

Pooling of individual country assets into pan-regional
pools with more liquid investment profiles

Listing of mature renewable energy assets currently
held in private asset portfolios

© 2022 Mercer LLC. All rights reserved.
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If more sustainable investments in
Africa were available:

*  63% of managers would favor investing in public-listed
companies with African footprint, with the caveat that
companies are listed in OECD markets. This compares
to just 14% who would opt to invest in publicly listed
companies with an African footprint listed on local
exchanges

+ 16% would favor privately held companies with specific
asset profiles e.g., solar power electricity generation

Managers' views demonstrate their preference for
investment in African companies listed in OECD markets. Yet,
in order to reach the point of listing - whether in emerging
or developed markets, or on OECD or local exchanges -
companies require venture capital, growth and private
equity, areas of increasing interest for specialist managers.

In related research, case studies indicate that the potential
benefits from the involvement of a trusted local partner with
strong local networks and an ability to source local ideas with
sophisticated private infrastructure investors such as pension
funds, can lead to good outcomes. Targeting sectors such as
transportation that reduces emissions, energy focussed on
renewables and/or low carbon sources, including onshore
and offshore wind, solar and waste to energy projects for
example, and healthcare and educational facilities provide
opportunities for investment by specialist managers.

The role of investor commitment to sustainable investing
cannot be underestimated in these markets, through
provision of broader, transformative effects and value
creation for local investors providing a further benefit for the
region.’
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Conclusion

To support wealth creation across diverse markets,
potentially safeguard global financial stability and address
the risk of climate change, asset owners can encourage
asset managers to commit to net-zero implementation.
Both asset owners and managers share a critical role

in advancing the transition, working together with
policymakers and multi-lateral organizations to mitigate
systemic climate risks, both at COP27 and beyond.

Our survey indicates that managers committed to science-
based net-zero targets across strategies are still a small
minority. Asset owners with commitment to net-zero are
in the driver’s seat when it comes to selecting managers
that apply climate-led investing across portfolios, engage
with investee companies and successfully deliver against
investment objectives. Accelerated adoption of science-
based targets must be a priority for the investment
community as we come together and commit to
implementing transition across portfolios.

Managers are committing to net-zero pathways across
strategies through tracking of climate metrics, but for many
the data remains unreliable. A significant step change in
the robustness of data, and in transparency and disclosure
around company reporting and ESG factors is required for
investors to overcome current barriers to investment into
emerging and frontier markets.

Commitments made at COP27 may help deliver the policy
certainty required to secure this step change. The adoption
of globally recognized sustainable reporting frameworks,
such as TCFD, which asset managers identify as the single
biggest factor behind increasing sustainable investment

in Africa, provides a critical focus for collaborative efforts
at COP27.

© 2022 Mercer LLC: All rights'reserved.
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About this survey

The survey, conducted by Mercer during September 2022, received 411
responses in total from more than 400 asset management firms globally,
representing a total assets under management of more than US$51trn, as
of 2 November 2022 (Source: Mercer, GIMD)

Figure 11. Total funds under management 31 December 2021

30% 47% 7% 6% 10%

Less than US$2bn US$2-$50bn US$51-100bn US$101-250 bn More than US$250bn

Contact us
Mercer is proud of its ESG commitments, which are reported by Marsh McLennan,
as well as its responsible investment policy and TCFD report.

For further information, please visit https://www.mercer.com/investing-
sustainably,or https://www.marshmclennan.com/about/esg.html

contact our team at
mercerinvestmentsolutions@mercer.com.

Helga Birgden Max Messervy Cara Williams
Global Chair - Mercer Head of Sustainable Global ESG Strategy Lead
Sustainable Investment Investment, Americas

Helga.birgden@mercer.com Max.messervey@mercer.com Cara.williams@mercer.com
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Important notices

References to Mercer shall be construed to include Mercer LLC
and/or its associated companies.

© 2022 Mercer LLC. All rights reserved.

This content may not be modified, sold or otherwise provided, in
whole or in part, to any other person or entity without Mercer’s
prior written permission.

Mercer does not provide tax or legal advice. You should contact
your tax advisor, accountant and/or attorney before making any
decisions with tax or legal implications.

This does not constitute an offer to purchase or sell any securities.

The findings, ratings and/or opinions expressed herein are the
intellectual property of Mercer and are subject to change without
notice. They are not intended to convey any guarantees as to the
future performance of the investment products, asset classes or
capital markets discussed.

For Mercer's conflict of interest disclosures, contact your Mercer
representative or see http://www.mercer.com/conflictsofinterest.

This does not contain investment advice relating to your particular
circumstances. No investment decision should be made based on
this information without first obtaining appropriate professional
advice and considering your circumstances. Mercer provides
recommendations based on the particular client’s circumstances,
investment objectives and needs. As such, investment results will
vary and actual results may differ materially. Information contained
herein may have been obtained from a range of third-party
sources. Although the information is believed to be reliable, Mercer
has not sought to verify it independently. As such, Mercer makes no
representations or warranties as to the accuracy of the information
presented and takes no responsibility or liability (including for
indirect, consequential or incidental damages) for any error,
omission or inaccuracy in the data supplied by any

third party.

Not all services mentioned are available in all jurisdictions. Please
contact your Mercer representative for more information.

Investment management and advisory services for US clients are
provided by Mercer Investments LLC (Mercer Investments). Mercer
Investments LLC is registered to do business as “Mercer Investment
Advisers LLC" in the following states: Arizona, California, Florida,
Illinois, Kentucky, New Jersey, North Carolina, Oklahoma,
Pennsylvania, Texas and West Virginia; as “Mercer Investments LLC
(Delaware)” in Georgia; as “Mercer Investments

A business of Marsh MclLennan

LLC of Delaware” in Louisiana; and “Mercer Investments LLC,

a limited liability company of Delaware” in Oregon. Mercer
Investments LLC is a federally registered investment adviser under
the Investment Advisers Act of 1940, as amended. Registration

as an investment adviser does not imply a certain level of skill or
training. The oral and written communications of an adviser provide
you with information about which you determine to hire or retain
an adviser. Mercer Investments’ Form ADV Parts 2A and 2B can be
obtained by written request directed to: Compliance Department,
Mercer Investments, 99 High Street, Boston, MA 02110.

Certain regulated services in Europe are provided by Mercer Global
Investments Europe Limited and Mercer Limited.

Mercer Global Investments Europe Limited and Mercer Limited

are regulated by the Central Bank of Ireland under the European
Union (Markets in Financial Instruments) Regulation 2017, as an
investment firm. Registered officer: Charlotte House, Charlemont
Street, Dublin 2, Ireland. Registered in Ireland No. 416688. Mercer
Limited is authorized and regulated by the Financial Conduct
Authority. Registered in England and Wales No. 984275. Registered
Office: 1 Tower Place West, Tower Place, London EC3R 5BU.

Investment management services for Canadian investors

are provided by Mercer Global Investments Canada Limited.
Investment consulting services for Canadian investors are provided
by Mercer (Canada) Limited.

ESG investing refers to environmental, social and governance
considerations that may have a material impact on financial
performance and are therefore taken into account, alongside
other economic and financial metrics, in assessing the risk and
return potential of an investment. Thematic investing involves
investing with a goal, at least in part, to achieve an impact on an
environmental, social or governance issue alongside generating
return and mitigating risk.

Under the Employee Retirement Income Security Act in the United
States (ERISA), the decision to invest in ESG-themed options for
ERISA plans, like all options, must be in the best financial interest
of the plan and its participants. ESG thematic investing may be
subject to greater scrutiny; for example, its inclusion in an ERISA
plan may trigger a heightened level of review of various objective
criteria across all investment options. Active ownership efforts
should be considered in light of the cost versus benefit to the plan
of engaging in such efforts. Clients are encouraged to consult with
ERISA counsel regarding responsible investing.
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