
The decarbonization of our planet is vital to its sustainability, 
and the coordinated commitment of governments, financiers, 
and corporate entities toward that goal is essential to its  
success. In our role as asset managers, we have a responsibil-
ity to contribute to environmental sustainability efforts and  
a responsibility to ensure that our clients’ portfolios are  
positioned for financial sustainability as well.

At PineBridge, we have a history of focusing on alpha 
generation through bottom-up credit analysis and security 
selection.With so much of this story yet to be written, we have 
identified three must-have attributes within our ESG frame-
work that will enable our investments to both promote decar-
bonization and to profit from it. 

First, we find it essential to prioritize an integrated, for-
ward-looking ESG trend within our analysis of ESG risk. 

Second, we must be prepared to look to the future and 
not necessarily exclude exposure to carbon, but rather to 
include exposure to entities that are moving toward lower- 
carbon processes. 

Third, we must maintain an engagement framework to 
identify and encourage issuers to make investments in green 
technology – investments that will make their business mod-
els not only more sustainable, but also more profitable in the 
carbon-neutral world of the future. 

Finally, we believe it is vital for investment managers to 
maintain a formal engagement framework, that will not only 
set a standard for the way in which we engage management 
teams on ESG issues across industries, but also provide met-
rics for how those engagements have impacted corporate 
behavior. 

For further information on this subject please visit  
pinebridge.com. 

 
Disclosure
The information presented herein is for illustrative purposes only and should 
not be considered reflective of any particular security, strategy, or investment 
product. PineBridge Investments is not soliciting or recommending any 
action based on information in this document. Any opinions, projections, or 
forward-looking statements expressed herein are solely those of the author, 
may differ from the views or opinions expressed by other areas of PineBridge 
Investments, and are only for general informational purposes as of the date 
indicated. 
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By 2025, it’s estimated 88 that private equity firms will hit USD 
5.8 trillion in assets under management – a sum that exempli-
fies  the growth and opportunity for ESG in private markets. 
Private markets can achieve fully sustainable capital alloca-
tion and long-term value creation, along with their public 
market counterparts. 

Yet when it comes to ESG integration, private markets 
still have a long way to go. For example, in 2020 only 10 % of 
the 8,800 global private equity firms 89 were signatories of the 
UNPRI. While private market firms invest a lot of time, money, 
and effort into their due diligence, their proximity to acquisi-
tions might cause them to believe they have not overlooked 
any potential risks. Yet, due diligence primarily looks at data 
provided by the company itself, in most cases via checklists  
that firms use to assess ESG performance. It’s critical to move 90 
beyond this static, outdated, and limited approach – espe-
cially when it comes to risks. RepRisk works with some of the 
largest private equity firms in the world and helps them inte-
grate ESG in a way that circumnavigates the growing pains 
experienced by public markets. 

What is next for ESG in private markets ? Beyond the tra-
ditional use-cases of pre-acquisition/pre-financing due dili-
gence and post-transaction monitoring – an area where pri-
vate equity firms are increasingly leveraging ESG data is in 
their engagement with portfolio companies to drive value 
creation. Because private equity firms often invest over a 
longer time period – with ESG also having a longer time-hori-
zon  it’s in their best interest to support portfolio companies 
on their ESG journeys, as this will  create value for firms, while  
also increasing the value of that portfolio company when the 
private equity firm exits that investment. Leading private 
market firms are increasingly moving away from a ‘tick-box’ 
approach and towards accepting active ESG risk analysis and 
ongoing engagement with portfolio companies as a long-term 
driver of value. 

Alexandra Mihailescu Cichon, RepRisk Executive Vice President of Sales and Marketing

The importance of ESG risk 
data in private markets

88 https://www2.deloitte.com/us/en/insights/industry/financial-services/
private-equity-industry-forecast.html

89 https://www.institutionalinvestor.com/article/b1m8spzx5bp6g7/
Private-Equity-Makes-ESG-Promises-But-Their-Impact-Is-Often-Superficial

90 https://www.mdpi.com/2071-1050/12/14/5725/html 
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