PwC’s Global Investor Survey 2023

Trust, tech and transformation:
Navigating investor priorities

Investors want to know how companies are managing
sustainability and emerging technologies like Al, but they lack
confidence in much of the information they have about both.
It’s time for companies—and their leaders—to take action.
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Investors want to understand how companies are
navigating today’s complex operating environment

Investors’ worries about macroeconomic volatility and inflation have declined from last year’s high
levels, although these risks remain significant relative to others. Investors’ concerns on the near-
term threats of climate change and social inequality grew this year, highlighting a shift in focus.

Share of respondents who think companies will be highly or extremely exposed to the threat in the next 12 months

I 46%

Inflation
67%

Macroeconomic volatility [ 39%
62%

I 34%

Geopolitical conflict
P 37%

.. I 32%
Cyber risks 36%

I 3296
22%

I 2196
11%

I 20%
16% M 2023 2022

Climate change
Social inequality

Health risks

Sources: PwC'’s Global Investor Survey 2023, PwC’s Global Investor Survey 2022

Investors identified technological change as the most likely factor to influence how companies
create value over the next three years.

Share of respondents who think the following factors will drive changes to the way that companies create value in the next three
years, to a large or very large extent

Technological change NG 59%
Government regulation I 48%
Changes in customer preferences I 48%
Competitor actions NN 46%
Supply chain instability I 46%
Climate change I 44%
Demographic shifts [N 36%

Source: PwC'’s Global Investor Survey 2023
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What matters to investors, and where do they get their

information from?

Investors are focused on multiple factors
when evaluating companies—driven by
differences in industry, region and personal
or client preferences. Against this backdrop,
companies should focus on those issues
material to their business.

Share of respondents who think these topics are important
when evaluating companies they invest in or cover

Corporate governance
I 39 %o
Management competence
. 35%
Innovation
I 35%
Emerging technologies
I, 33 %o
Cybersecurity and data privacy
32%

Human capital management
I 32%0
Climate
I 28%
Supply chain management

25%
Customer management/relations
I 24%
Product safety
I 22%
Tax transparency/responsibility
I 21%
Health, safety and well-being
I 20%
Societal impacts
I 20%
Diversity, equity and inclusion
I 17%
Human rights
I 14%

Nature and biodiversity

1 We expect
companies to
prioritise and to take

I 10% action on everything

Waste management that’s material to

I 0% . .

W their business.
ater management

. 6%

—Investor 5y

Respondents could select up to five.

Source: PwC'’s Global Investor Survey 2023

Investors depend on information from
a range of sources, to make investment
decisions. They are likely triangulating
one source against another to understand
how companies are managing risks and
opportunities.

Share of respondents who use the following sources of information in assessing
how companies manage risks and opportunities to a large or very large extent

Published by company

Financial statements and note disclosures

I — 66%>
Investor-focused communications

I ——— 62%>
Dialogue and engagement with the company

I — 58%o
Narrative reporting aside from sustainability disclosures
I 53%
Sustainability disclosures (relating to commitments and targets)
I — 53%
Materiality assessment disclosures

I ——— 52%s
Press release and/or media statements
I — 52%
Sustainability disclosures (relating to environmental and social issues)
I — 46%

Third-party information

Analyst reports

57%
Ratings and scores from credit ratings agencies
44%
Third-party data sources
44%
Ratings and scores from ESG ratings providers
43%
News media
40%
Alternative data
37%
Recommendations from proxy advisers
37%
Social media
33%

Generative Al
31%

Source: PwC'’s Global Investor Survey 2023
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Investors are looking closely at two areas—
emerging technologies and sustainability

Emerging technologies

Investors want to gauge whether Whilst investors support accelerated
companies can seize opportunities for adoption of Al, they see risks associated with
reinvention and business transformation, the deployment of these new technologies.

or will instead succumb to rivals.

Share of respondents who think the following are a risk for companies

0 ‘ ‘ as they adopt Al to a moderate, large or very large extent
0 Al could . .
Data security and privacy

. : disrupt and create N 56°%
of investors said .
that accelerated new opportunities for Insufficient governance process and controls
i i [ B4
adoption of Al is business strategies. 84%

Misinformation

O lilEET —Investment I 53

or extremely Officer L) Bias and discrimination

important I 727
Source: PwC'’s Global Investor Survey 2023 Source: PwC'’s Global Investor Survey 2023

Sustainability

Investors are considering how companies manage sustainability issues when making
investment decisions. Therefore, they want to understand how companies incorporate
sustainability considerations into their strategic decision-making.

Share of respondents who agree or disagree with the following statements

M Total disagree Neutral I Total agree

How a company manages sustainability-related risks and opportunities is an important factor
in my investment decision-making

2023 15% %
2021 7% e =

Companies should embed ESG directly into their corporate strategy

2023 20% %
2021 7% s .

Companies should make expenditures that address ESG issues relevant to their business even if
it reduces short-term profitability

2023 19% S 8%
2021 10% e

Sources: PwC'’s Global Investor Survey 2023, PwC’s Global Investor Survey 2021
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Sustainability

Beyond their interest in reporting on how sustainability affects financial performance
(outside-in reporting), the majority of investors want to know about the impact a company
has on the environment or society (inside-out reporting)—a big increase from 2022.

5% 5% 81%

of investors want companies of investors who want of investors who want
to report on the impact that impact information want it impact information in
they have on society and the in monetary terms, up from monetary terms think it
environment, up from 60% 66% in 2022 would help companies
in 2022 to better integrate any

trade-offs between
environmental and
social issues

Sources: PwC’s Global Investor Survey 2023, and PwC’s Global Investor Survey 2022

Whilst investors are looking for more information, evaluating monetary impact is complex,
and will require more management attention.

So what actions are investors taking when it comes
to sustainability?

There are potential rewards for companies that get it right. Investors said they would increase
their investment in companies that undertake the following actions:

Share of respondents who would increase their level of investment in, or recommendation of, companies in their portfolio that:

Address sustainability issues relevant to their business’s performance and future prospects
- p=

Change their business conduct to have a beneficial impact on society or the environment

I 7

Source: PwC's Global Investor Survey 2023
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Sustainability

Investors will also act if they think a company is not demonstrating sufficient progress on ESG
issues. They shared their views on the actions they have taken in the past and those they
would be likely to take in the future. Investors will most commonly seek change by entering
into a dialogue with the company.

Share of respondents who have taken, or would take, the following actions if a company was not demonstrating sufficient action on ESG issues

W Have taken action B Would take action

Seek to enterinto 2 [ 55%
dialogue with the company | 61%

Seek inclusion of ESG [ HINNIGEGENENEENEN 51%
targets in executive pay I 61%

Submit a shareholder resolution I NG 50%
ontheissue I 54%

Vote against executive pay arrangements . 46%
I 55%

Sell my investment IR, 42%
A 51%

Vote against direct intment Al
Ol AgaInSt Alreeor AP P oI eS | 54%

Source: PwC’s Global Investor Survey 2023

Today, investor interest in ESG or sustainability investing is being strongly driven by a
number of different factors, including the regulatory environment, protecting returns and
client demand.

Share of respondents who think these factors will drive investor interest in ESG or sustainability investing to a moderate, large or very large extent

Regulatory risk management [ 91%
Potential to protect investment returns [ I 90%
Client demand for the topic | I 90%
Societal interest in these issues I . 39%
Potential to increase investment returns [ 87 %0
An opportunity for the capital markets to have o
a positive impact on the environment or society _ 86%
An opportunity for the capital markets Lo Play | 56 %6

arole in protecting the environment or society

Potential to reduce market (beta) risk | 82%

Source: PwC'’s Global Investor Survey 2023
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Companies need to address the reporting trust deficit
to meet investor demands for better information

Investors want clear, consistent and more comparable information on the material issues facing
companies. To meet investor demands, companies should provide a complete, interconnected
and balanced narrative to demonstrate that they are managing risks and identifying
opportunities that allow them to continue to create value over the long term.

Share of respondents who think it is important or very important that companies report the following information

/6%

want to know the
cost to meet the
sustainability
commitments the
company has set

4%

want to know the
road map to
achieve those
commitments

effect of

75%
want to see the

sustainability risks
and opportunities
on the financial
statements

77%

want to know
about the use and
deployment of
new technologies

4%

want to

understand
potential trade-offs
between short-term
crisis and long-term
transformation

94%

These perceptions of greenwashing
may explain why investors are looking
to regulators and standard setters

to create clarity and consistency in
companies’ reporting.

Share of respondents who agree that the upcoming sustainability reporting
regulations and standards (including CSRD, SEC and ISSB) will meet their
information needs for their investment decision-making

26% 57%

To a moderate '\ / To a large

extent or very large
extent

10%

To a limited

extent ——

3% Not at all—~

4% Don’t know

Source: PwC'’s Global Investor Survey 2023

of investors believe that corporate reporting on sustainability performance contains at least
some level of unsupported claims (i.e., greenwashing)

Investors expressed confidence in
assurance when it came to assessing the
accuracy of the sustainability information
reported by companies.

Share of respondents who said the following would provide them with
confidence in assessing the accuracy of a company’s sustainability
reporting to a moderate, large or very large extent

External certification or verification report

85%

Independent reasonable assurance opinion (i.e., the level of
assurance obtained in an audit of the financial statements)

85%

Independent limited assurance conclusion (a lower
level of assurance than what is obtained in an audit of
the financial statements)

77%

Source: PwC'’s Global Investor Survey 2023
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When it comes to the attributes of the assurance practitioner, investors are looking
at a number of different characteristics to provide them with confidence in the
information assured.

Share of respondents who think the following are important or very important in giving confidence in the work of an assurance practitioner

Involvement of (or having access to) experts with the 80%
necessary subject matter knowledge °
Being able to have a complete and interconnected view of

. } 79%
the business across all types of corporate reporting

Having experience in performing audits of 79
complex organisations 7%

Being experts in applying professional scepticism and the ability
to assess the reasonableness of management’s estimates and
judgments, including on the forward-looking information

76%

Being subject to independence and ethical standards (i.e.,

IESBA) and acting in the public interest 75%

Being trained in using audit methodologies
similar to those used for financial information

74%

Source: PwC’s Global Investor Survey 2023

Investors are also looking for the assurance practitioner to assure that a company’s
management have done what they said they’ve done, are reporting in line with a recognised
reporting framework and are assuring the reporting as a whole, to give investors confidence
in the information disclosed by companies.

Share of respondents who would get confidence from the following actions by an assurance practitioner to a moderate, large or very large extent

90% 90% 90%

Assure that a company’s Assure that the reporting Assure the reporting as a whole
management has done what fully complies with a generally (i.e., all non-financial reporting
they’ve reported that they’ve recognised reporting framework disclosures, including narrative,
done, if this were possible (i.e., ISSB, ESRS, GRI) metrics and KPIs) not a subset
to assure of what is reported, if this were

possible to do

Source: PwC'’s Global Investor Survey 2023
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Methodology

In September 2023, we surveyed 345 investors and analysts across 30 countries and territories, and conducted
in-depth interviews with 15 investment professionals. Respondents were predominantly institutional investors, with
48% having more than ten years of experience in the industry. Their investments covered a range of asset classes,
investing approaches, and time horizons, and the assets under management (AUM) at their organisations range

from <US$500 million to US$1 trillion or more.

The online research was undertaken by PwC Research, our global centre of excellence for primary research
and evidence-based consulting services. The interviews were conducted by PwC partners and staff.

What is your role? 36%
19% 18% ) :
?
" Where do you invest?
Portfolio Analyst Chief Governance and Other Top ten indicated
manager investment stewardship
officer professional us _ 37%
Where are you based? Germany [N 30%
E
1w UK I 30%

North
America and
the Caribbean

Latin
America

Middle East
and Africa

France I 28%
Canada I 27%
Japan I 26%
Australia [ 22%
China [ 20%
India [N 19%
Singapore [ 18%

What is your gender?

Male

Fem eie/ say
24% 2%

Is your organisation a
signatory of a responsible
investing body or initiative?

What industries do you cover?

83%
63% 57%
Financial Technology, Industrials,
services media and manufacturing

telecom

and automotive

What best describes your
level of engagement with

No Yes . .
32.3% 53.5% the companies you invest
~ - . 5
INn Or cover
44% A%
applicable O O
| engage with | regularly engage
companies with the
linvest in or companies
cover when | have linvest in or
a specific area cover
o ® of interest or
22 54% 45% concern
Retail and Energy, Health
consumer utilities and industries
resources Source: PwC'’s Global Investor Survey 2023
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Contacts

James Chalmers Nadja Picard Eleanor Larner Gale Wilkinson Elliot Whittingham
Global Assurance  : Global Reporting . Global Investor . Global Reporting  : Global Investor
Leader, . Leader, : Engagement, . Chief of Staff, . Engagement,

PwC UK . PwC Germany : PwC UK : PwC UK : PwC UK
james.chalmers@pwc.com nadja.picard@pwc.com eleanor.larner@pwc.com gale.wilkinson@pwc.com elliot.whittingham@pwc.com

© 2023 PwC. All rights reserved. PwC refers to the PwC network and/or one or more of its member firms, each of which is a
separate legal entity. Please see www.pwc.com/structure for further details. This content is for general information purposes
only, and should not be used as a substitute for consultation with professional advisors.

At PwC, our purpose is to build trust in society and solve important problems. We’re a network of firms in 151 countries with over
360,000 people who are committed to delivering quality in assurance, advisory and tax services. Find out more and tell us what
matters to you by visiting us at www.pwc.com.
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