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Navigating investor priorities:
Building confidence through clarity
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As part of our Global Investor Survey,
we heard the views of 345 investors
and analysts across 30 countries and
territories. This report highlights the
interests of 102 investors and
analysts who invest in or cover
companies in the UK.

Investors told us that transparency
on the impact of sustainability risk
and opportunity was important to
their decision-making, but there
are still improvements to be made

in closing the reporting trust deficit.
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Key highlights from the survey

Prioritising new
and emerging
technologies:
Investors favour
accelerated adoption
of Al, despite having
significant concerns
about the risks
involved.
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Embedding
sustainability to

drive value:
Sustainability is clearly
on the minds of investors,
and they are pressing

to understand how
companies embed this
into their strategic
decision-making.

Addressing the
reporting trust deficit:
Investors want clearer,
more consistent, and
more comparable
information on the
material issues facing
companies.


https://www.pwc.com/gx/en/issues/c-suite-insights/global-investor-survey.html

Section 1:

The risk landscape is evolving

Investors want to understand how
companies are navigating today’s
complex operating environment.
Investors’ worries about macro-
economic volatility and inflation

have declined since last year’s survey,
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 — the biggest change in
risk perceptions since the last survey.
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New technologies and business reinvention — balancing risks with opportunities

Investors are interested in recent
developments in Al and other
emerging technologies as a source
of improved productivity, growth,
and new business models.

They ranked innovation and emerging
technologies (including Al, the
metaverse and blockchain)

among their top priorities when
evaluating companies.

64

say that faster adoption

of Al within companies they
invest in or cover is very or
extremely important.

Investors also perceived considerable
challenges for businesses in the
adoption of Al.

Investors highlighted the following
risks with Al adoption:

89% Data security and privacy

Insufficient governance
88% processes and controls
82% Misinformation

70% Bias and discrimination

Overall, investors (65%) identified
technological change as the most
likely factor to influence how
companies create value over

the next three years.

They also said that reporting on
the use and deployment of new
and emerging technologies was
important or very important to their
investment analysis — a finding that
has implications for companies’
internal decision-making.

80

want to know how a company
is using and deploying new
and emerging technologies

in their reporting.
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https://www.pwc.co.uk/issues/esg/investors-demand-greater-clarity-on-esg-data-how-can-businesses-keep-up.html

Section 2:
Sustainability

Showcasing the impact
of sustainability

Investors want to understand
how companies incorporate
sustainability considerations into
their strategic decision-making.

81 % agree that companies
should embed ESG considerations
directly into their corporate strategy.

70% believe that companies
should make expenditures that
address ESG issues relevant to
their business, even if it reduces
short-term profitability.

In addition, investors also want to
know about the impact a company
has on the environment or society,
and the commercial implications.

77% want companies to report
on the impact that they have on
society and the environment.

79% of investors who want impact
information want it in monetary terms.

83% of investors who want impact

information in monetary terms, think it
would help companies to better
integrate any trade-offs between
environmental and social issues.

There are potential rewards for
companies that make relevant
changes to improve their impact
on the environment.

6 8% of investors said they

would increase their investment in
companies that address sustainability
issues relevant to their business’
performance and future prospects.

64% of investors said they

would increase their investment in
companies that change their business
conduct to have a beneficial impact
on society or the environment.
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Investor interest in ESG and sustainability investing is being driven by a
number of different factors, including the regulatory environment, potential
to protect returns, and client demand.

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

Potential to protect investment returns

Regulatory risk management

Client demand for the topic

Societal interest in these issues

Potential to increase investment returns
An opportunity for the capital markets to have
a positive impact on the environment or society

An opportunity for the capital markets to play
arole in protecting the environment or society

Potential to reduce market (beta) risk

The cost of inaction or standing still

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 have most commonly sought 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:

Action Have taken action Would take action

58 64-.
targets m ovecutie pay 43, 65
resolition on he 1ssue 32 47,
arangaments e 38 61
Sell my investment 31., 52,
40 61

Seek to enter into a
dialogue with the company

Vote against director
appointments



Reporting

How important is it for your investment analysis and decision-making that companies report the following information?

3%
13':12 (r:;i?gpf:ghi (L)J;Z ;rjsd deployment of new and o o
1% 6%
13%
1% 2%
16%

The cost to meet the sustainability commitments the company
has set

The effect of sustainability risks and opportunities on the
company's financial statement assumptions, where relevant

2% 4%
The impact a company has on the environment or society now and 15% 51%
in the future

1% 3%
13%
2% 2%
21% 43%

The roadmap to meet the sustainability commitments the company
has set

Any potential trade-offs between managing short-term crisis and
long-term business transformation

Key
B Don’t know [Very unimportant B Unimportant B Neutral B Important M Very important
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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.

Excluding financial performance,
investors say the following factors
were the most important to them when
evaluating the companies they invest
in or cover.

Trust
Bridging the reporting trust deficit

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. This demonstrates
that they are managing risks and
identifying opportunities that allow
them to continue creating value over
the long term.

Investors’ concerns about
greenwashing erode trust in what
companies say about how they are
addressing the sustainability risks
and opportunities facing their
business. This makes it difficult for
investors to allocate capital to where
it needs to go.
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The top three considerations for investors are: corporate governance,
followed by management competence and human capital management.

Corporate governance
Management competence
Human capital management
Climate

Innovation

Emerging technologies
Cybersecurity and data privacy
Supply chain management
Customer management/relations
Product safety

Tax transparency/responsibility
Health, safety and well-being
Societal impacts

Diversity, equity and inclusion
Waste management

Human rights

Water management

Nature and biodiversity

93

of respondents, who invest in

or cover companies in the UK,
believe that corporate reporting
on sustainability performance
contains at least some level of
unsupported claims, an increase
from last year (89%).

There has been significant support
from investors for new disclosure
requirements, such as those from the
European Union’s Corporate
Sustainability Reporting Directive
(CSRD) and International Sustainability
Standards Board (ISSB), which could
lead to more consistent, comparable
reporting on sustainability.

86

of respondents agree (to a
moderate, large or very large
extent) that companies should
meet the upcoming sustainability
reporting regulations and
standards (including CSRD) to
inform their decision-making.

Gaining investor confidence

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:

83%

B Independent reasonable assurance

B External certification or verification
report

[l Independent limited assurance
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Investors use a wide array of sources to get information about how companies manage risks and opportunities, with
narrative reporting aside from sustainability disclosures topping the list.

When we asked investors about the degree to which they trust the following sources of information, the top three sources
were: analyst reports, financial statements and note disclosures, and dialogue and engagement with the company.

To what extent do you trust the following sources of information in assessing how the companies you invest in or cover,
in general are managing the risks and opportunities facing their business?

Financial statements and note disclosures 27% 27% 7%' 1%

Analyst reports 22% 38% 6% I1%
Dialogue and engagement with the company 18% 33% 9% |1%
Investor-focused communications 17% 36% 8%

Sustainability disclosures (relating to environmental 8%
and social issues)

Ratings and scores from credit ratings agencies 17%
Materiality assessment disclosures 8% I1%
Third-party data sources 15% |1%
and progross aganet targety o Coee 15%
Press releases and/or media statements 23% m
Narrative reporting aside from sustainability disclosures 10% |1%
Recommendations from proxy advisors 17%
Ratings and scores from ESG ratings providers 23% 4%

Social media 6% 27% 27%

Key
M To a very large extent M To a large extent B To a moderate extent  To a limited extent M Not at all
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Section 3:
Assurance

It may not be possible to report

all information to an assurable
standard, or on the same time
scale of an annual report yet.

But I think that has to be the goal.”

UK-based investor

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.

How important are each of the following in giving you confidence in the work of an assurance practitioner?

Involvement of (or having access to) experts with the necessary
subject matter knowledge

Being able to have a complete and interconnected view of the
business across all types of corporate reporting

Having experience in performing audits of complex organisations

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

Being subject to independence and ethical standards (i.e. IESBA)
and acting in the public interest

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

Key M Don’t know

As investors address issues around
trust, independent assessment of
reported information is valuable.
Investors are looking to the assurance
practitioners to assure that a
company’s reporting is accurate

and fully complies with recognised
reporting frameworks.

904

of investors say they would get .
confidence from these actions
by an assurance practitioner
when looking at a company’s
non-financial reporting:

5% 7% 43%

1%
1% 1%
E
1%
5% 15% 39%
1% 1%

ﬂ 13% 43%

Very unimportant B Unimportant B Neutral BImportant B Very important

e Assure that a company’s
management has taken the
action that they have reported
to have done.

Assure that the reporting fully
complies with a generally
recognised reporting framework
(i.e. ESRS, ISSB, GRI).

e Assure the reporting as a whole
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(i.e. all non-financial reporting
disclosures, including narrative,
metrics and KPIs), not a subset
of what is reported, if this were
possible to do.



Section 4:

Methodology

In September 2023, we surveyed

345 investors and analysts across

30 countries and territories, and
conducted in-depth interviews with
15 investment professionals. The data
in this report is based on the 102
respondents who invest in or cover
companies in the UK.

Global 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. 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.

Demographics:

Portfolio manager

Chief investment officer

Governance or stewardship professional
Other

Investment consultant

Buy-side research analyst

Retail/individual investor

General partner in private equity or venture capital

Sell-side research analyst

24%
22%

15%

(=)}

Limited partner in private equity or venture capital 3%

ESG ratings analyst

Corporate treasury role
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2%

Investor or analyst membership organisation employee I 1%

Pension fund trustee

1%

Asset classes

1%

M Publicly listed equity

M Private equity

B Fixed income

M Physical investments
Other

Level of engagement:

| regularly engage with the companies | invest

in or cover

| engage with the companies | invest in or cover
when | have a specific area of interest or concern

| choose not to engage with the companies

linvest in or cover

7%

| do not have the opportunity to engage with the 6%

companies | invest in or cover

Other
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1%

NET industry invest in or cover

M Financial services
W Technology, media and telecoms

M Industrial manufacturing
and automotive

M Retail and consumer
M Energy, utilities and resources
Health industries
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This publication has been prepared for general guidance on matters of interest only, and does not
constitute professional advice. You should not act upon the information contained in this publication
without obtaining specific professional advice. No representation or warranty (express or implied) is given
as to the accuracy or completeness of the information contained in this publication, and, to the extent
permitted by law, PricewaterhouseCoopers LLP, its members, employees and agents do not accept or
assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or
refraining to act, in reliance on the information contained in this publication or for any decision based on it.

© 2024 PricewaterhouseCoopers LLP. All rights reserved. ‘PwC’ refers to the UK member firm, and may
sometimes refer to the PwC network. Each member firm is a separate legal entity.
Please see www.pwc.com/structure for further details.
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