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Methodology

This report is based on research commissioned by Robeco for its exclusive use, which was carried out in January
2021 by CoreData Research among 300 institutional and wholesale investors in Europe, North America and Asia
Pacific. The investors are based at a range of organizations: insurance companies, pension funds, private banks,
fund-of-funds, advisory firms, wirehouse broker/dealers, sovereign wealth funds, endowments and foundations
and family offices. They ranged in size from holding less than $1billion in assets under management (AUM) to
over $1trillion in AUM, with a total AUM for all respondents of approximately $23.4 trillion.
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2021 s a year of hope

In 2020, the outbreak of Covid-19 shook the world to its core. It was also the wake-up call the
world needs to make vital changes. Biodiversity loss, inequality, climate change. The global
pandemic is a stark reminder of the need to care: for ourselves, our loved ones, our fellow
humans, the living things we share our planet with. That responsibility lies with us all, as
people, as companies, as investors.

With business currently being seen as the most trustworthy institution of all, we at Robeco feel
this responsibility all the more acutely. Sustainability and the climate are the topics we discuss
most frequently with clients. Indeed, we saw investments in ESG-integrated assets double during
the course of last year. And we also saw that performance and doing the right thing are not
mutually exclusive — a crucial element to investors. This gives us hope for 2021. A real belief that
we can rise to one of the greatest challenges facing humanity: the climate crisis.

This survey shows that investors are committed to tackling climate change. The climate will
become mainstream in our industry, with all assets being aligned with the net zero ambition

at some point in the coming years. The message is clear: investors have a keen interest in the
climate and strong desire to work on decarbonization. However, there is a substantial knowledge
gap when it comes to fully understanding these major issues, with many investors not knowing
where to start or how to make a difference.

The purpose of this survey is to show you where we are as an industry, to help you understand
the urgency and current status of climate investing, as well as the challenges and opportunities
climate change presents.

The willingness among investors to help combat climate change is truly inspiring. So, let’s make
2021the year in which we joined hands to link wealth and well-being intrinsically together and
help the world heal.

Christoph von Reiche,
Head of Global Distribution & Marketing






1. The big shift on climate
change and decarbonization

It is now widely acknowledged that the use of environmental, social and governance (ESG) investing has passed a tipping point in recent times.
Taking account of ESG factors is now seen as an integral part of investing and it is applied through various approaches and across a wide range of
asset classes.

We are rapidly approaching similar tipping point on climate change, one of the leading issues in the ESG agenda. Two years ago, less than one-
in-ten (9%) of investors put climate change at the centre of their investment policy. Now, it is just over a quarter (26%) and in two years’ time, it
will be over four-in-ten (44%). The growing importance of climate change is even clearer when investors describing it as a significant factor in their
investment policy are added. Almost three-quarters (73%) see climate change as a significant factor in, or at the centre of, their investment policy
now, rising to almost nine-in-ten (86%) in the next two years. This trend is seen at both institutional investors and wholesale investors.

Climate change is rapidly increasing in importance for investment policies

2 years ago Today Next 2 years

9%
At the centre of our investment policy . @

A'significant factor in our investment policy

Not a significant factor for our investment policy @

. . 3% 5%
No part of our investment policy at all @

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




The adoption of formal climate change policies also highlights some
differences between regions and investor types. Nearly seven-in-ten
(68%) of European investors have adopted a formal policy on climate
change, as have 54% of institutional investors, compared to 41% of
wholesale investors. In North America, 43% of investors have a formal
policy on climate change, while 26% plan to adopt one in the next 12
to 18 months. For the Asia Pacific region, these figures are 36% and
27% respectively.

Generally, some European institutional investors, such as the Swedish
AP funds and the Dutch industrywide pension funds have been among
the leaders on ESG investing and also on decarbonization policies.

But investors in America and Asia Pacific are now picking up the

pace, as they see the necessity of acting to tackle climate change.

The green policies of new US president Biden, coupled with China’s

determination to be seen to set global agenda, and the forthcoming
UN climate change conference in November 2021in Glasgow (COP26),
could drive progress at institutional and wholesale investors globally.

One of the planned routes to a low carbon economy is to set a target
of net zero carbon emissions. While the number of investors who have
already set a net zero carbon emissions target is relatively small (17%),
it on an upward trajectory and will rise to over half of all investors

in the next three to five years. Institutional investors have adopted

a net zero carbon emissions target in slightly higher numbers than
wholesale investors, but in both cases, more and more investors are
planning to adopt a net zero carbon target. By region, investors in
Europe and North America are more likely to have already adopted a
net zero carbon emissions target, or plan to do so in the next three to
five years, compared to investors in the Asia Pacific region.

These findings clearly show that many institutional and wholesale investors around the world are fully engaged in the struggle to limit global

warming. The fact that ESG investing has become mainstream has aided this, but investors are becoming increasingly aware of the need for

decarbonization or supporting the transition away from a dependence on fossil fuels and towards a low-carbon economy.

Divesting from carbon-intensive assets will rise sharply in the next 5 years

Institutional Investors

Past 5 years

During Covid-19

Next year

6.2% 6.2% 9.4%
s . |
Wholesale Investors
Sustainability-focused o
model portfglio 8.3% 10.6% e
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Wholesale Investors o
Traditional model portfolio 8.6% 8.8% 13.7%
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Please estimate the percentage of your overall portfolio you divested from carbon-intensive assets (decarbonization) in the past five years and during the recent Covid-19

crisis. And how much do you expect to divest over the next year and five years?

The proportion of investors who have not decarbonized any of their portfolio is also expected to fall significantly. At present, 42% of institutional
investors globally have not decarbonized and this is expected to fall to only 19% in the next five years. One noticeable variation here is that
wholesale investors are, overall, slightly more likely to be among those investors not decarbonizing, along with institutional investors in the Asia
Pacific region.



Investor motives for acting on climate change

So far, we have seen that investors are moving climate change towards the centre of their investment policies, and that this will lead to a higher
level of divestment from carbon-intensive assets. What, if anything, has changed to motivate investors to pick up the pace on climate change

and decarbonization? There are a number of different motivating factors, such as the need to act in the long-term interests of their stakeholders,
particularly external stakeholders. In addition, as the financial costs of global warming have become clearer, so investors increasingly see it as part
of the fiduciary duty to consider climate change risks. This is important because it can reduce any conflict between acting on climate change and
seeking returns.

Acting in the interests of their stakeholders is a key motivation for investors on climate change

Investment drivers
] 63% Part of our fiduciary duty as investors with a longer term perspective
] 54% Holding carbon-intensive assets will be increasingly risky in the future
] 48% Carbon-intensive assets could become more capital intensive under future regulation
] 46% Generating higher risk-adjusted returns

Internal/external drivers

] 68% External stakeholders’ interest (customers and clients, the public, requlators and others)
| 68% We see it as in the long-term interests of our stakeholders
] 55% Internal stakeholders’ interest (e.g., employees, senior management, members)

Company image and public commitment

58% Avoiding negative press and campaigns against carbon-intensive activities

57% A strong social consensus on tackling climate change in my country
54% It is ethically the right thing to do

43% It is a requlatory requirement, or becoming (e.g., increasing requirements of climate stress tests)

42% A commitment to the Paris agreement targets on limiting climate change

What is motivating your organisation to take climate change into your analysis, as part of its investment strategy? (Rate each option on a scale of 0-10)
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2. Tackling climate change —
approaches and opportunities

If humanity is to avoid the worst effects of global warming in the coming decades, then businesses and individuals must reduce carbon emissions
created by a wide range of activities, from manufacturing and industry, through to transport and agriculture, and by individuals reducing their
own carbon footprint as consumers. Experts see a range of decarbonization drivers as being needed to limit global warming to well below the
2°C target set by the Paris Agreement (COP21). Some are associated with industry and power generation, such as greater use of renewable energy
sources or moving away from the use of fossil fuels in industrial processes, while others are about the more efficient use of resources and moving
to more sustainable practices. When asked which of eight decarbonization drivers they see as most relevant to their organisation’s investment

approach, investors showed a marked preference for three particular drivers.

Three decarbonization drivers stand out as most relevant to investors

58%

Increased use or renewables, Switching transportation to Replacing fossil fuels in
bioenergy and hydrogen for low or zero carbon transport industrial processes where
power and fuel (e.g., electric vehicles) possible
Reducing global Reducing food loss Reforestation
consumption of livestock and waste

Greater use of carbon
capture use and storage

25%

Moving to circular
economy

As an investor, which of the following decarbonization drivers are currently most relevant to your organisation’s investment approach?




Investors see attractive investment opportunities in a range of sectors

Renewable energies

Energy distribution

Electric network
Electric transportation

Natural gas distribution

Wind power 4 _ 64%
Solar energy :. _ 63%
Geothermal power [ _ 59%
Hydroelectric power z" _ 58%
Green hydrogen FI< _ 53%
Biomass energy _ 44%
Wave and tidal power A _ 37%
Heat decarbonization ¢ _ 37%

66%

62%
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38%

Energy management Semiconductor power management @ _ 55%
Carbon capture use and storage & _ 54%
Very low or zero carbon real estate 60%
Big data 58%
Sustainable agriculture and reforestation 67%

Which of the following decarbonization sectors do you think offer the best investment opportunities?

Looking at the results here for the decarbonization drivers most
relevant to investor approaches, and the decarbonization sectors
offering the best investment opportunities, there is a not a complete
match on the favoured drivers and sectors. For instance, 67%

of investors see sustainable agriculture and reforestation as an
attractive investment opportunity, but only 20% of investors gave
reforestation as one of the decarbonization drivers most relevant

to their organization. This anomaly could be because investors see
decarbonization drivers as higher level, overarching themes that fit
with an investment strategy, while decarbonization sectors are more

granular investment opportunities. So sustainable agriculture and
reforestation might be seen as an attractive investment opportunity
in its own right, but for many investors, reforestation is not part of

a higher-level approach to decarbonization. In any event, it is clear
that investors are currently focused on three decarbonization drivers,
but they also see attractive investment opportunities in a wide
range of decarbonization sectors, including electric networks (66%),
electric transportation (62%), energy storage (71%) and sustainable
agriculture and reforestation (67%).



Decarbonization by asset classes

Investors see equities and real assets, or infrastructure and real estate, as the asset classes which will be the focus of decarbonization over the next
one to two years, ahead of bonds and alternative assets. Two-thirds (66%) of investors say that global equities will be a focus of decarbonization for
the next one to two years, while for domestic equities, just over half (51%) of investors see this as a decarbonization focus for the next one to two

years. After global equities, real assets (infrastructure and real estate) as seen the focus for decarbonization by 57% of investors.

Global equities and real assets are leading decarbonization efforts in the next 1-2 years

%9 A  _

Global Real assets Domestic
equities (infrastructure and equities
real estate)

Emerging
market bonds

Commodities Hedge funds

I 2>

-

Corporate debt Private markets Emerging

(investment grade) (private equity, market equities
private debt)

DO

High-yield Sovereign
debt bonds

Which of the following asset classes do you expect to focus decarbonisation in the next 1-2 years?

There are several reasons why investors are most likely to see these
assets classes as their focus for decarbonization in the near future.
Firstly, investors have experience in taking account of environmental
factors when investing in equities for some time, when using ESG
investing, through approaches such as positive or negative screening,
or integrating ESG criteria into an investment process. Investors also
have a good supply of managers and strategies that can take account
of decarbonization, such as strategies with a thematic approach or
indices which are constructed as low-carbon versions of existing
equity indices.

Fewer investors plan to make fixed income or alternative assets a
decarbonization focus in the near future, with 42% giving corporate
debt as a focus, ahead of 39% for private markets, 36% for emerging
market equities, following by alternative assets such as commodities
(23%), hedge funds (21%) and then three more fixed income sectors.
But as said, investors will soon want to decarbonize their investments
in these asset classes over time.



3. Investors on achieving
climate change progress

One difference between decarbonization and other aspects of ESG investing is greater importance of climate change as an issue for humanity. While
investors may be strongly motivated on all aspects of ESG or sustainability, decarbonization is part of a global drive, led by governments, to reduce
its use of fossil fuels in order to avoid the worst effects of global warming.

The importance of decarbonization is shown by the finding that 72% of investors see the Paris agreement target of limiting global warming to
well below the 2°C as necessary to prevent disastrous climate change. Added to this, a similar proportion, 69%, see the Paris agreement target as
achievable with major economic and social changes, while 80% agree that governments and others need to do much more to achieve it.

Global warming targets are achievable but much more needs to be done

80% 8%12%

Governments and others need to do
much more to achieve it

49% 29%  22%

The investment industry has the tools
and investment products to support it

Bl Agree*

*Strongly agree + Agree

72% 15% 13%

Necessary to prevent disastrous
climate change

45% 31% 24%

The investment industry has the
information it needs to support it

B Neither agree nor disagree

69% 15% 16%

Achievable with major global economic
and social changes which can happen

22%  33% 45%

In reality, it is too ambitious and
is unachievable

B Disagree**

**Strongly disagree + Disagree

What is your view on the target set by the Paris agreement on limiting global warming (well below 2°C above pre-industrial levels in this century)?

As well as the Paris agreement target, another key target for investors
and others is net zero carbon emissions by 2050. On this target, almost
two-thirds of investors (65%) see this as ambitious but achievable.

But around eight-in-ten investors see net zero carbon emissions as
achievable by some but not all; 82% think it is achievable for some
countries and 78% see it as achievable for some companies but not all.



Climate change knowledge gaps

If investors and others are to achieve ambitious targets on decarbonization, there needs to be a good level of knowledge and understanding on
what is required, as well as the determination to implement any changes needed.

On the biggest gaps in their knowledge and understanding of decarbonization and climate change, the difference between greening financial
assets and greening the real economy is ranked in the top three by over four-in-ten investors across each region and wholesale and institutional
investors, and by 45% overall. The same figure overall sees one of the biggest knowledge gaps as the investment opportunities resulting from
companies and sectors that benefit from climate change and the transition to a low carbon economy, but this rises to around 50% in Europe and
Asia Pacific but falls to 36% in North America. Investors also identify a knowledge gap around regulatory risks to their portfolios from climate
change, in that uncertainty or sudden requlatory changes could have a negative impact. Wholesale investors (48%) are more likely to see this as an

issue compared to institutional investors (33%), while European investors are more concerned about it than those in other regions.

Investors identify knowledge gaps in several areas

The difference between
greening financial assets
and greening the real
economy

45

The investment
opportunities resulting from
companies/sectors that will
benefit from climate change
and the transition to a low
carbon economy

The regulatory risks posed by
climate change to investor
portfolios (i.e., regulatory
uncertainty, limited requlation
or frequent regulatory

changes)

Where are the biggest gaps in you and your investment colleagues’ knowledge and understanding of climate change and decarbonization?




Obstacles to decarbonization include peoples’ lifestyles and lack of data

The main obstacles to decarbonization The biggest obstacles to net zero
at investor organisations carbon emissions by 2050
Lack of data, reporting and ratings 44% Convincing people to change their lifestyles
_ to reduce carbon emissions 68%
Having to meet internal targets on risk and return 40%
_ The cost of decarbonization and deciding o
how to pay for this. 67%
Lack of internal capacity and resources 39% _
Shortage of suitable low carbon
investment strategies/products 38% Lack of political will to push through .
_ and enforce decarbonization policies 66%
Lack of demand from end investors 36%
Lack of low carbon technological solutions 2%
i i ()
Lack of internal expertise on decarbonization 34% needed to reduce refiance on fossil fuels
Lack of leadership by senior 25%
management on decarbonization ? Resistance by stakeholder groups/industries
_ opposed to action on climate change 33%
Liquidity and risk management concerns 23% _
Difficulty in getting accurate data and feedback
Terminology and definitions 21% on decarbonization options to guide good choices 24%

What are the main obstacles to implementing decarbonization in investment portfolios at your organisation? /

and moving to a global economy with zero carbon emissions by 20507
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Conclusion

From being a point of controversy a few years ago, tackling climate change by moving towards a low-carbon economy is now a priority for many
investors. Institutional and wholesale investors normally have a long-term perspective and they now accept that action is urgently needed to avoid
climate change risk adversely affecting investments and, indeed, the lives of their end investors over the medium to long-term. As a result, climate
change is now moving to the front and centre of investment policies.

The results of this mindset are that investors will increasingly divest from carbon-intensive assets and look for investment opportunities in
decarbonization drivers, such as renewable energy and low-carbon transportation, among others. At present, investors are focusing on equities and
real assets, but they are likely to apply a decarbonization filter to all asset classes in their portfolios.

Moving to a low-carbon economy will be a global effort, with governments, regulators, the corporate sector and individuals all playing their part. It
must be hoped that this year’s COP26 talks in Glasgow will build on the Paris Agreement forged at COP21and that ambitious, but necessary, targets
for net zero carbon emissions by 2050 can be reached. The survey findings show that investors support these initiatives, but they are also aware
that they might not be reached by all countries or companies. The chances of success will increase though, if investors can overcome the gaps in
knowledge and understanding highlighted in this survey, along with the provision of better data and other tools to support decarbonization.

This survey has highlighted some of the key issues for investors and those working with them on decarbonization. We hope it helps stimulate
discussion and a clearer understanding of what needs to be done, if the investment industry is to play a constructive and important role in tackling

climate change.



Important information

Robeco Institutional Asset Management B.V. (Robeco B.V.) has a license
as manager of Undertakings for Collective Investment in Transferable
Securities (UCITS) and Alternative Investment Funds (AIFs) (“Fund(s)”)
from The Netherlands Authority for the Financial Markets in
Amsterdam. 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. Robeco B.V and/
or its related, affiliated and subsidiary companies, (“Robeco”), will

not be liable for any damages arising out of the use of this document.
The contents of this document are based upon sources of information
believed to be reliable and comes without warranties of any kind. Any
opinions, estimates or forecasts may be changed at any time without
prior notice and readers are expected to take that into consideration
when deciding what weight to apply to the document’s contents. This
document is intended to be provided to professional investors only for
the purpose of imparting market information as interpreted by Robeco.
It has not been prepared by Robeco as investment advice or investment
research nor should it be interpreted as such and it does not constitute
an investment recommendation to buy or sell certain securities or
investment products and/or to adopt any investment strategy and/or
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legal, accounting or tax advice. 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. Investment involves
risks. Before investing, please note the initial capital is not guaranteed.
This document is not directed to, nor intended for distribution to or use
by any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such distribution,
document, availability or use would be contrary to law or regulation

or which would subject Robeco B.V. or its affiliates to any registration
or licensing requirement within such jurisdiction. This document may
be distributed in the US by Robeco Institutional Asset Management
US, Inc. (“Robeco US"), an investment adviser registered with the US
Securities and Exchange Commission (SEC). Such registration should
not be interpreted as an endorsement or approval of Robeco US by the
SEC. Robeco B.V. is considered “participating affiliated” and some of
their employees are “associated persons” of Robeco US as per relevant
SEC no-action guidance. SEC regulations are applicable only to clients,
prospects and investors of Robeco US. Robeco US is located at 230 Park
Avenue, 33rd floor, New York, NY 10169.
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