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Private Debt Investors’ Attitude Towards ESG
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The discussion around environmental, social and governance (ESG) within alternative assets has never been so
lively as it is now. Investors are conscious of the importance of ESG investing and they are carefully looking for
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funds to ensure they meet the requirements in this area. At the same time, fund managers are incorporating ESG
factors to their investments to adapt to the new market trend and make sure they keep attracting investors.

Based on the Preqin Investor Update H2 2019 report, it is evident that ESG policies have a significant influence
on investors’ decision-making. Of 177 institutional investors surveyed, 48% have at some point decided not to
invest in a fund due to ESG factors – eight percent of them expressed this is something that happened frequently.
But turning into an ESG program has not been implemented equally by all asset classes investors.

In June 2018, Preqin conducted a survey among fund managers and investors for its Future for Alternatives
report. In it, 76% of private debt investors believed that ESG will become more important over the next five
years; something that would make them more favourable to implement an ESG program. But, as we can see in
the Investor Update H2 2019, across alternative assets, private debt investors would be more reticent to uptake
an ESG program for their investments. Only 23% of investors surveyed would have an ESG policy in place and
just an eight percent of the ones that don’t have an ESG policy would be planning to implement one within the
next 12 months.

What exactly those policies should include is a point of contention. The industry is lacking data to back up how
important it is for investors to follow an ESG policy, or the impact ESG can have on returns and these may be
some of the reasons why private debt investors are quieter when it comes to ESG.
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