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U.K. corporate pension funds and local authorities have diverged almost completely in their portfolio strategies and asset
mixes. Nevertheless, on one key issue they are moving in lockstep: Both groups are increasingly considering managers’ ESG
approaches when hiring a new manager.

Overall, more than 9 out of 10 U.K. institutions say they have adopted ESG criteria as a factor in making investment and/
or external manager selection decisions, up from just 40% in 2016. That adoption is being driven both by new regulations
on sustainability and by mounting demands from clients for sustainable investment practices. The issue has become so
important that local authorities now rank the incorporation of ESG criteria as the single biggest challenge they face. For
corporate pensions, ESG integration ranks third, behind only the essential priorities of liability management and asset
allocation.

Institutions in both camps are also paying closer attention to the environmental impact of their own portfolios. As recently

as 2019, only a quarter of U.K. institutional investors said they were either tracking their portfolios’ carbon footprints or
planned to start doing so in the next 24 months. That share climbed to approximately 60% in 2021.

Local Authorities vs. Corporates: Risk-On, Risk-Off

The alignment between corporate pension funds and local authorities on ESG stands in stark contrast to the clear divisions
between the two groups on other issues relating to their strategies and portfolios.



Corporate Plans Committed to De-Risking Strategies
Three-Year Expectations for Future Asset Mix
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Active global equity
Active emerging market equity

Passive equity

Active U.K. credit/corporate bonds
Active U.K. government bonds
Active U.K. index-linked bonds

Global bonds
Emerging market debt
Absolute return bonds

Multi-asset credit

Passive fixed income

Multi-asset/DGF
Private debt

Real estate debt
Real estate equity
Private equity

Hedge funds

Cash and money market
Infrastructure debt
Infrastructure equity
LDI

CDI

Other

-18%

4% 1%
2% 1%
1% 1%
1% 0%
4% 2%
3% 2%
1% 2%
4% 4%
1% 1%
3% 2%
1% -4%
2% 2%
3% 2%
1% 3%

3% 2%

B Significantly decrease in 3 years [l Significantly increase in 3 years

Note: Based on 203 respondents in 2020 and 179 in 2021.
Source: Coalition Greenwich 2021 U.K. Institutional Investors Study
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Corporate pension sponsors remain focused on minimizing costs and risks associated with their defined-benefit schemes.
Almost 60% of corporate pensions’ assets under management are allocated to either fixed income, which represent roughly
a third of assets, or LDI strategies, which make up approximately a quarter. Looking ahead, corporates plan to continue
allocating away from equities and multi-asset strategies, with LDl and active U.K. credit expected to be the main beneficiaries.

Local Authorities Target Alternative and Private Assets
Three-Year Expectations for Future Asset Mix

Active U.K. equity
Active global equity
Active emerging market equity

Passive equity

Active U.K. credit/corporate bonds
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Global bonds
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-15%
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Net expectation
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-10%
-4%
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11%
0%
7%
10%
0%
-4%
0%
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0%
11%

M Significantly decrease in 3 years [l Significantly increase in 3 years

Note: Based on 33 respondents in 2020 and 30 in 2021.

Source: Coalition Greenwich 2021 U.K. Institutional Investors Study

3 | COALITION GREENWICH

-8%
0%
8%

-11%

4%
4%
-8%
0%
4%
0%

7%
31%
8%
16%
15%
-8%
-4%
12%
26%
4%
13%



Local-authority portfolios look quite different, with equities accounting for more than half of local authority AUM. Like
corporates, local authorities are looking to take down those allocations. However, rather than de-risking, local authorities
are looking to add risk by shifting assets into specialist funds and strategies like infrastructure, real estate, private debt,
and private equity.

2021 Greenwich Quality Leader

Baillie Gifford, the 2021 Greenwich Quality Leader in Overall U.K. Institutional Investment Management Service, has long
been recognized for its superior client service. However, the firm widened the gap between itself and other managers with
even higher client service quality ratings during the volatile 12 months of 2020. Throughout the crisis, Baillie Gifford excelled
in several key areas, including responsiveness to client requests and the quality of client meetings. “The firm continued to
deliver very high levels of service quality during work-from-home,” says Coalition Greenwich consultant Mark Buckley. “In
fact, they were one of the very few asset managers that significantly improved client service ratings in this period of stress.”

Greenwich Quality Leaders — 2021

Greenwich
iguality Leader
2021

Overall UK. Institutional Investment Management Service Quality

Investment Manager

Baillie Gifford

Note: Based on interviews with 318 institutional investors.
Source: Coalition Greenwich 2021 U.K. Institutional Investors Study

Consultants Mark Buckley and Sophie Emler advise on the investment management market in the United Kingdom.

METHODOLOGY

Between January and April 2021, Coalition Greenwich conducted in-depth interviews with 318 key decision-makers at the largest
institutional funds in the United Kingdom. Institutions included U.K. corporate funds, local authorities and other institutional funds,
each with over £75 million in total defined-benefit plan assets, defined-contribution plan assets or other institutional assets.
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https://www.greenwich.com/member/mark-buckley
https://www.greenwich.com/member/sophie-emler

Coalition Greenwich, part of CRISIL Limited (an S&P Global Company), is the leading provider of data, analytics and insights to the
financial services industry. We specialize in providing unique, high-value and actionable information to help our clients improve
their business results.

Our data focuses on the key metrics required for effective business management: productivity, technology, operations performance,
service quality, sales effectiveness, share of wallet, market share, brand, and behavioral trends.

We provide our clients with deep and unique analytical research on their competitors, institutional and corporate clients, and
country markets, as well as the underlying performance drivers in areas including headcount, expenses and capital. Our analytics
provide a clear, actionable picture of businesses and markets and are valued by boards, strategy teams and top management at
leading financial services institutions.

About CRISIL

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better. It is
majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics, and data to
the capital and commodity markets worldwide.

CRISIL is India’s foremost provider of ratings, data, research, analytics, and solutions with a strong record of growth, culture of
innovation, and global footprint.

It has delivered independent opinions, actionable insights and efficient solutions to over 100,000 customers through businesses
that operate from India, the U.S., the U.K., Argentina, Poland, China, Hong Kong, and Singapore.

For more information, visit www.crisil.com.

Disclaimer and Copyright

This Report may include statements, estimates and projections with respect to the anticipated future performance of certain
companies and as to the market for those companies’ products and services. No representation is made as to the accuracy of such
statements, assessments, estimates, and projections. Coalition Greenwich disclaims all warranties, expressed or implied, with
respect to this Report, including any warranties of merchantability or fitness for a particular purpose arising out of the use of all or
any of this Report. Coalition Greenwich accepts no liability whatsoever for any direct, indirect or consequential loss or damage of
any kind arising out of the use of all or any of this Report.

The Report contains commercial information only. It is not investment advice and should not be construed as one and has not
been prepared with a view to any party making any investment decision based on it. No part of the Report should be considered

to be advice as to the merits of any investment decision or any recommendation as to any investment action or decision. It is not
investment analysis or research and is not subject to regulatory or legal obligations on the production of, or content of, investment
analysis or research. This Report does not constitute nor form part of an offer or invitation to subscribe for, underwrite or purchase
securities in any company. Nor should this Report, or any part of it, form the basis to be relied upon in any way in connection with
any contract relating to any securities.

The data reported in this document may reflect the views reported to Coalition Greenwich by the research participants. Interviewees
may be asked about their use of and demand for financial products and services and about investment practices in relevant
financial markets. Coalition Greenwich compiles the data received, conducts statistical analysis and reviews for presentation
purposes in order to produce the final results. Unless otherwise indicated, any opinions or market observations made are strictly
our own. No portion of these materials may be copied, reproduced, distributed, or transmitted, electronically or otherwise, to
external parties or publicly without the permission of Coalition Greenwich. Coalition Greenwich is a part of CRISIL Ltd, an S&P Global
company. ©2021 CRISIL Ltd. All rights reserved.
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