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The only way is
sustainability.
Change is not a
choice; it is an
evolution — and
for investors, it
means moving
with the times.
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Institutional portfolios should be regularly reviewed to
ensure they are aligned with constantly emerging long-term
investment themes linked to structural shifts in society and
are positioned to potentially generate the target returns
they need.
Today, as a society, we face a future full of change —
but much of it is positive.
The 16th edition of the Global Risks Report by the World
Economic Forum1 highlighted the interrelation between
environmental and social issues — one cannot be resolved
without addressing the other. As the world gets ready
for a delayed COP26, a failure to act on climate change
dominates the risk landscape. The consequences of
environmental risks, along with the likelihood of them
happening, rank highly on the risk landscape. Infectious
disease and its ripple effect on employment and livelihood
are also major and pressing concerns.
While change is not a choice, investors do have a decision
to make. And for many, this goes beyond a simple opt-out
strategy, which can sometimes close down a path toward
future investment.

Opportunity abounds ...
Already, in 2018, some $4 trillion in global index market
value was derived from so-called “green revenues,”2 while
the economic gain from a low carbon growth model by 2030
was predicted to be $26 trillion.3
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Furthermore, the United Nations estimated $10 trillion
would be needed to attain its Sustainable Development
Goals (SDGs) by its 2030 objective,4 with a further $650
billion needed a year to fill the “affordable housing gap.”5
Investors need to decide whether they want to be part
of creating a sustainable future and position their
portfolios to potentially benefit from what this evolution
brings, or play catch up once these innovations have already
been adopted.

While change is not a
choice, investors do
have a decision to
make. And for many, this
goes beyond a simple
opt-out strategy, which
can sometimes close
down a path toward
future investment.
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World Economic Forum with support from Marsh McLennan. The Global Risks Report 2021, available at https://www.mercer.com/our-thinking/the-global-risksreport-2021.html.
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UN Climate Change. “Green Economy Overtaking Fossil Fuel Industry — FTSE Russel Report,” June 8, 2018, available at https://unfccc.int/news/green-economyovertaking-fossil-fuel-industry-ftse-russel-report.
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The New Climate Economy. The 2018 Report of the Global Commission on the Economy and Climate, available at https://newclimateeconomy.report//2018.
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 nited Nations Economic and Social Council. Long-Term Future Trends and Scenarios — Impacts in the Economic, Social and Environmental Areas on the Realization of
U
the Sustainable Development Goals, May 7, 2020, available at https://sustainabledevelopment.un.org/content/documents/26128SG_report_longterm_scenarios.pdf.
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 cKinsey Global Institute. Tackling the World’s Affordable Housing Challenge, October 1, 2014, available at https://www.mckinsey.com/featured-insights/
M
urbanization/tackling-the-worlds-affordable-housing-challenge.
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Why now? Why private markets?
Approaching the long term sustainably
As businesses, regulators and society push for
progress on a range of global and local issues,
innovation to facilitate that progress must keep
pushing ever forward.
From the energy transition to technology to
achieving net-zero emissions emissions, from
support for minority-owned businesses to
solutions for the rapid loss of biodiversity — the
scope for innovation and growth is significant.
We believe private markets is where most of
this innovation is likely to be found. Unlike
listed exchanges and public bond markets,
which are the domain of relatively advanced
businesses, privately held companies are
generally untethered by legacy business models
and baggage.

Key themes

Renewable and
alternative energy

Energy efficiency

Water infrastructure
and technologies

Pollution control

Waste management
and technologies

Environmental
support services

Sustainable resource
management

Inclusive finance

Social/affordable
housing

Education

Health

It is within these companies where visions of
the future are unconstrained. We are already
seeing how invention from small and midsize
enterprises is fueling change in much larger
businesses around the world.
We believe there have been few times in recent
history that have offered so much promise to
harness the opportunities of the changes
being made towards long-term, positive
themes today.
By allocating to these themes, and the
opportunities that arise because of them, we
believe investors can gain exposure to the
significant growth potential on offer.
The companies that are producing the
technology and other innovations to power
sustainable change are often small. Because of
their size, they frequently rely on private capital
to fund their expansion and growth.
They need investment in research and
development and must be reassured their
investors will support their efforts, or they will
not have the freedom to think innovatively.
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Harnessing the
power of sustainable
change — what it
means for investor
portfolios
Investor portfolios need to adapt to the changing world or
potentially risk losing focus on return targets. Exposure to
companies, sectors or even regions that are falling out of
favor could potentially inflict losses on a portfolio over time.
But there is more to change than just dispensing with the
“old” in favor of new styles and ideas. Investors can instead
both harness and create new opportunities as the world
faces and embraces the future.
We believe our Sustainable Opportunities Solution provides
a straightforward mechanism for investors to access this
potentially complex theme.
The solution hosts a portfolio of highly rated private funds,
offering access to opportunities across equity and debt that
are often unavailable in public markets. It aims to generate
strong, risk-adjusted returns.

Exposure to companies,
sectors or even regions
that are falling out of
favor could inflict losses
on a portfolio over time.
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The Mercer Sustainable
Opportunities Solution
Our Sustainable Opportunities Solution is dedicated to identifying
genuinely sustainable long-term opportunities in private markets and
presents Mercer’s best investment ideas.
The solution’s aim is to generate positive risk-adjusted returns, while
also making positive contributions to challenges the world faces from
environmental and social issues. We believe it takes a multi-asset
approach, covering multiple themes and sectors within one portfolio,
allowing investors to access niche companies and transactions that are
really making a difference.

The solution’s aim is
to generate positive
risk-adjusted returns,
while also making
positive contributions to
challenges the world faces
from environmental and
social issues.

Why choose our Sustainable
Opportunities Solution?
01/ Potential to achieve return

objectives while making positive
contributions to addressing the climate
crisis and sustainability challenges.

02/ Annual impact reporting that

documents those contributions using
the Sustainable Development Goals —
at least six metrics across five goals.

03/ Access to a multi-asset class,
multi-theme portfolio within a
single sleeve.

04/ Access to more niche

opportunities, given the size of
typical transactions, and solutions
that are truly making a difference in
the world.*

05/ Access to managers that can

be hard closed and difficult to get
exposure to.

06/ A truly integrated approach to

environmental, social and governance
(ESG) factors in manager selection,
as outlined in the Sustainable
Investment Policy.

07/ Collaborative input to the

investment process from Mercer’s
Responsible Investment team and an
external advisory panel monitoring the
investment guidelines.

*Mercer cannot guarantee access to
managers. Access is at the discretion of
the manager.
Copyright 2021 Mercer LLC. All rights reserved.
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North America
30%–60%
Asia/RoW
0%–40%
Europe
30%–60%

Mercer Sustainable
Opportunities Solution:
Key characteristics
The solution is projected to be
diversified across a minimum of
10 underlying funds, secondaries
and co-investments, and access
managers that have been
identified, analyzed and selected
by our global research team. It
offers investors access to global
themes and opportunities, but
with the operational and cost
efficiencies brought by a
multi-manager and platformbased approach.

Private equity*
30%–60%

Co-investments
0%–30%

Private debt*
0%–20%

Secondaries
0%–30%

Real assets*
40%–70%

Strategy

*Only sustainabilityfocused strategies

North America
30%–60%

Investment
type

Social and other
0%–30%

Asia/RoW
0%–40%
Europe
30%–60%

Primaries
up to 100%

Region

Environmental
70%–100%

Region

Theme

Co-investments
0%–30%
Secondaries
0%–30%

Primaries
up to 100%

Investment
type

~10 fund positions Diversification

Target return

Social and other
0%–30%
via primaries

7%–10% p.a.

and
secondaries, excluding
Environmental
70%–100%
co-investments

Private markets
portfolio with a
sustainability theme

Theme

All target allocations or returns and projected portfolio diversifications are for
informational purposes only. There is no guarantee that the Fund will be able
to implement its investment strategy and attain the allocations, returns or
diversifications presented.
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Measuring against five of the
12 Sustainable Development
Goals, as defined by the
United Nations, we can
help institutional investors
benchmark against
their own statement of
investment principles.

Environmental, social and governance (ESG) factors form an integral
part of our due diligence process, during which we gather information
through questions, manager onsite discussions and reference calls.
The Sustainable Opportunities Solution takes an integrated approach
to ESG factors in manager selection, as outlined in the Sustainable
Investment Policy, which details our approach to implementing our
beliefs into the research and selection process. This encompasses
key principles, sustainability trends, climate change, stewardship and
screening or exclusions.
Once fully invested, our annual impact report documents the
contribution our clients’ investments have made over the year
through the fund. Measuring against five of the 12 Sustainable
Development Goals, as defined by the United Nations, we can help
institutional investors benchmark against their own statement of
investment principles.
Driven by our forward-looking research into ESG themes and demand
from our clients, we believe this approach to sustainability within the
solution should generate long-term returns.

Copyright 2021 Mercer LLC. All rights reserved.
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Five Sustainable
Development Goals

Zero hunger

Clean water
and sanitation

Affordable and
clean energy

Sustainable
cities and
communities

Responsible
consumption
and production

Investing for a better tomorrow starts today

Investors need to
decide whether
they want to be
part of creating a
sustainable future.
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Portfolio case study:
Alternative energy — sPower
In 2012, three experienced energy executives founded
a new type of company in their traditionally fossil-fuelintensive sector. It initially consisted of a relatively small
45MW solar utility, but the team wanted to expand quickly.
They investigated acquiring solar power developer
Silverado Power, a much larger supplier that had fallen into
financial distress.
Around the same time, Fir Tree Partners — a private
markets manager that focuses on special situations —
was providing rescue financing to Silverado. As a result
of a default on that loan, Fir Tree gained control of the
company and placed it in a fund it had created specifically
to hold it.
In 2014, sPower and Silverado merged, enabling the
original three executives to grow the business further
through acquisitions and joint ventures. By 2017, sPower
had become the US’s largest private solar utility, producing
more than 1.1GW in energy and employing more than
2,500 people.
In that same year, it was sold by Fir Tree Partners to
Fortune 500 global energy company AES and a Canadian
sovereign fund for $1.6 billion. This result delivered strong
returns to investors.
sPower continued to expand, developing a 6000-acre solar
farm in Virginia, in the US, to fuel data centers belonging to
Apple and Microsoft. In 2020, when it owned and operated
a wind, solar and storage portfolio of nearly 2GW, sPower
merged with AES’s clean energy business in the US to form
AES Clean Energy, one of the leading renewables platform
in the country.6

By 2017, sPower …
Operated 75 solar and wind projects
across 11 US states, producing

1.3 GW
in clean energy

Had installed more than

4 million
solar panels

Generated enough clean energy
to power around

350,000
homes annually

Avoided carbon to the equivalent to planting a

3 million-acre
forest (approximately the size of the
state of Connecticut)

Created

thousands
of permanent and temporary jobs

Source: Mercer data

6

Business Wire. “sPower to Become Part of a Leading Renewables Platform in the US,” November 17, 2020, available at https://www.businesswire.com/news/
home/20201117005807/en/sPower-to-Become-Part-of-a-Leading-Renewables-Platform-in-the-US.
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Why is Mercer the right partner for your
sustainable opportunities investment?
Experience: Mercer has been helping institutional
investors access private markets for more than 25 years,
and we understand how the broad range of opportunities
within them can potentially add value to portfolios. Our
disciplined, research-driven approach helps us select highly
rated managers to allocate investor capital.
Over almost three decades, we have developed
relationships with a large number of managers
worldwide, which enables us to have forward visibility of
their future plans and launches, and positions us well to
gain access for our clients.7 We are often able to source
sought-after managers and smaller, niche providers,
which gives our clients potential exposure to limitedavailability investments.
Global resources: Our global private market assets
under advisement sit at $124 billion, with assets under
management around $15 billion.8 From our 25 global
offices, our 200 private market professionals identify,
research and analyze critical themes that impact and fuel
growth and change in the sector.

7

Mercer cannot guarantee access to funds/strategies.

8

As at December 31, 2019.

Our global teams scour managers operating across a wide
variety of strategies and thoroughly examine their processes.
Our research team continually refreshes its outlook to seek
new opportunities while monitoring all managers within our
portfolios. This robust governance structure provides our
clients with numerous possibilities for investing in a way that
complements their existing portfolios, with a view to helping
them potentially reach their objectives.
Responsible investment heritage: We have been assigning
ESG ratings to investment strategies since 2008, integrating
them into our research to provide an additional data point
in our manager selection process. Flexible allocation across
target geographies and strategy types is essential to help
investors capture the broadest possible range of options.
We also received an “A” rating in our first UNPRI reporting
in 2020 as a provider of fund of funds and at an asset class
level for alternatives. We believe this should give our clients
confidence in the consistently high standards we have
set based on our pioneering, forward-looking research and
implementation around ESG factors — especially in
private markets.

Find out more
Web

Email

https://www.mercer.com/sustainableopportunities

mercerinvestmentsolutions@mercer.com

Copyright 2021 Mercer LLC. All rights reserved.

Investing for a better tomorrow starts today

12

Important notices
References to Mercer shall be construed to include Mercer LLC and/
or its associated companies.
© 2021 Mercer LLC. All rights reserved.
This contains confidential and proprietary information of Mercer
and is intended for the exclusive use of the parties to whom it
was provided by Mercer. Its content may not be modified, sold or
otherwise provided, in whole or in part, to any other person or
entity without Mercer’s prior written permission.
Mercer does not provide tax or legal advice. You should contact
your tax advisor, accountant and/or attorney before making any
decisions with tax or legal implications.
This does not constitute an offer to purchase or sell any securities.
The findings, ratings and/or opinions expressed herein are the
intellectual property of Mercer and are subject to change without
notice. They are not intended to convey any guarantees as to the
future performance of the investment products, asset classes or
capital markets discussed.
For Mercer’s conflict of interest disclosures, contact your Mercer
representative or see http://www.mercer.com/conflictsofinterest.
This does not contain investment advice relating to your particular
circumstances. No investment decision should be made based on
this information without first obtaining appropriate professional
advice and considering your circumstances. Mercer provides
recommendations based on the particular client’s circumstances,
investment objectives and needs. As such, investment results will
vary and actual results may differ materially.
Information contained herein may have been obtained from a
range of third-party sources. While the information is believed to be
reliable, Mercer has not sought to verify it independently. As such,
Mercer makes no representations or warranties as to the accuracy
of the information presented and takes no responsibility or liability
(including for indirect, consequential or incidental damages) for any
error, omission or inaccuracy in the data supplied by any
third party.
Investment management and advisory services for US clients
are provided by Mercer Investments LLC (Mercer Investments).
Mercer Investments LLC is registered to do business as “Mercer
Investment Advisers LLC” in the following states: Arizona, California,
Florida, Illinois, Kentucky, New Jersey, North Carolina, Oklahoma,
Pennsylvania, Texas and West Virginia; as “Mercer Investments LLC
(Delaware)” in Georgia; as “Mercer Investments LLC of Delaware” in
Louisiana; and “Mercer Investments LLC, a limited liability company
of Delaware” in Oregon. Mercer Investments LLC is a federally
registered investment adviser under the Investment Advisers Act
of 1940, as amended. Registration as an investment adviser does
not imply a certain level of skill or training. The oral and written
communications of an adviser provide you with information
about which you determine to hire or retain an adviser. Mercer

Copyright 2021 Mercer LLC. All rights reserved.

Investments’ Form ADV Part 2A & 2B can be obtained by written
request directed to: Compliance Department, Mercer Investments,
99 High Street, Boston, MA 02110.
Not all services mentioned are available in all jurisdictions. Please
contact your Mercer representative for more information.
Certain regulated services in Europe are provided by Mercer Global
Investments Europe Limited, Mercer (Ireland) Limited, Mercer
Limited and Mercer Alternatives AG. Mercer Global Investments
Europe Limited and Mercer (Ireland) Limited are regulated by the
Central Bank of Ireland under the European Union (Markets in
Financial Instruments) Regulation 2017, as an investment firm.
Registered officer: Charlotte House, Charlemont Street, Dublin 2,
Ireland. Registered in Ireland No. 416688. Directors: Sylvia Cronin,
Michael Dempsey, Tom Geraghty, Abhishek Krishan, Deborah
Mintern, Bruce Rigby (British) and Vincent Sheridan. Mercer Limited
is authorized and regulated by the Financial Conduct Authority.
Registered in England and Wales No. 984275. Registered Office:
1 Tower Place West, Tower Place, London EC3R 5BU. Mercer
Alternatives AG is registered with the Swiss Financial Market
Supervisory Authority (FINMA) to act as a supervised asset
manager for collective investment schemes as well as a licensed
distributor and representative for its own foreign collective
investment schemes.
Investment management services for Canadian investors
are provided by Mercer Global Investments Canada Limited.
Investment consulting services for Canadian investors are provided
by Mercer (Canada) Limited.
Please see the following link for information on indexes:
https://www.mercer.com/content/dam/mercer/attachments/
private/nurture-cycle/gl-2020-investment-management-indexdefinitions-mercer.pdf
This presentation is for sophisticated investors only who are
accredited investors or qualified purchasers. Funds of private
capital funds are speculative and involve a high degree of risk.
Private capital fund managers have total authority over the private
capital funds. The use of a single adviser applying similar strategies
could mean lack of diversification and, consequentially, higher risk.
Funds of private capital funds are not liquid and require investors
to commit to funding capital calls over a period of several years;
any default on a capital call may result in substantial penalties and/
or legal action. An investor could lose all or a substantial amount
of his or her investment. There may be restrictions on transferring
interests in private capital funds. Funds of private capital funds’
fees and expenses may offset private capital funds’ profits. Funds
of private capital funds are not required to provide periodic pricing
or valuation information to investors. Funds of private capital funds
may involve complex tax structures and delays in distributing
important tax information. Funds of private capital funds are not
subject to the same regulatory requirements as mutual funds.
Fund offering may only be made through a Private Placement
Memorandum (PPM).

A business of Marsh McLennan
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