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OVERVIEW & METHODOLOGY

This annual report defines what constitutes an environmental, social, and
governance (ESG) investing framework and illuminates the various ways in which
asset managers and asset owners are incorporating ESG into their investment
decision-making from both a product and process standpoint.

The report also covers how asset managers and asset owners are taking social
themes into consideration for product development, ESG integration, active
ownership activities, and manager selection. Additionally, it covers how asset
owners and asset managers are addressing climate change, with many committing
to transition their investment portfolios to net-zero carbon emissions by 2050 or
sooner, in line with the Paris Agreement. Lastly, the report looks at the kinds of
vehicles and channels that asset managers believe offer the biggest opportunities
for adoption.

USE THIS REPORT TO

* Learn how asset managers and asset owners are responding to responsible
investment plans amid recent political pressure

* Uncover how asset managers, advisors, and managed account sponsors are
gearing up for the anticipated demand for ESG from younger generations

* Understand how the SEC is addressing ESG disclosure, and gain insight into
industry sentiments on these types of proposals

* Evaluate the effects on asset managers’ and investors' portfolios in light of
current events that have been catalysts for increased prioritization of social
considerations within asset managers' ESG integration processes, active
ownership activities, and product development efforts

QUESTIONS ANSWERED

* How are asset managers, asset owners, and financial advisors incorporating
ESG criteria into their investment decisions and what are the key motivations?

* What ESG issues are asset owners and asset managers prioritizing?

* How has the ESG product landscape evolved, which types of ESG-focused
products are gaining flows, and how is the market expected to grow?

* How is the regulatory landscape changing in the U.S.?

* What actions are investors taking to address climate change and meet their
commitments to net zero?

* What is the true demand for responsible investing among retail and
institutional investors?
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PRODUCT DETAILS

Included with Purchase
« Digital report in PDF format
¢ Unlimited online firm-wide access
¢ Exhibits in Excel

* Key findings
* Analyst support
* Interactive Report Dashboards

Interactive Report

Dashboards

Interact and explore select report data with
Cerulli’s visualization tool.

Asset Managers’ vs. Asset Owners’ Perspectives: Compare responses
from asset managers and asset owners on topics including methods

for considering ESG issues, approaches to active ownership, criteria for
exclusionary screening, themes of impact investments, climate action
plans, and factors driving their decision to start using ESG criteria in their
investment analysis.

Financial Advisor and Retail Investor Preference for ESG Investing:
Evaluate financial advisors' reasons for using ESG strategies alongside
retail investors' preferences for investing in companies that have a positive
environmental or social impact.

ESG Theme Comparison: Analyze asset managers' top-20 ESG themes for
active ownership activities, those incorporated into the ESG integration
process, and those addressed for product development, grouped by ESG
category.

ESG Assets and User Projections: Review Cerulli's historical ESG assets
by asset type and project ESG assets using customizable growth rates
for mutual funds, exchange-traded funds (ETFs), separate accounts, and
commingled funds.



Chapter 6 Institutional Investors’ ESG Use

Exhibit 6.05
Asset Owners: Level of Importance Placed on Asset Managers Having ESG Capabilities, 2022

Source: Cerulli Associates | Analyst Note: N=200. Percentages may not sum to 100% due to rounding.

B Very important
B Moderately important
B Not important

« The vast majority (80%) of institutions surveyed believe that it is at least moderately important for external asset managers to have ESG capabilities and
integrate ESG considerations across its investment decisions.
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