
How has the nature of ESG changed over time? 
Five years ago, few people even knew what ESG 
stood for. Over time and with more adoption, 
regulatory reporting has come into focus. The EU has 
announced the final regulatory standards for SFDR, 
delivering the framework for reporting. In addition, 
there are more signatories to the UN PRI and a 
real interest from LPs to better understand how 
managers treat ESG. Next year, it will be even more 
robust, and the year after it will become the norm. 

North America-based funds have lagged European 
ones in the adoption of ESG policies and reporting. 
Do you expect that to change?
Definitely. The EU's SFDR is leading the pack today, 
but we expect the SEC to adopt its reporting template 
in 2022, after reviewing the comments it receives. It’s 
assumed the SEC will largely follow the groundwork 
that the SFDR has already laid, although it’s too early 
to tell what the final form will look like. 

Even though there’s no formal requirement at 
present, there’s considerable demand from LPs for 
more transparency in ESG, as most LPs have ESG 
standards that need to be met before investment. 
From a PE standpoint, it’s increasingly part of the 
entire investment value-chain process, and PE 
managers have indicated they’re likely to pay a 
premium for companies with strong ESG platforms. 

Do GPs regard ESG as a cost or a benefit? 
Many GPs see both short- and long-term benefits. A 
strong corporate reputation, employee engagement, 
and attracting talent are immediate ways to 
improve shareholder value. With the integration of 
ESG initiatives into value-creation plans, there’s a 
belief that firms who have a clear focus on climate 

initiatives and corporate social responsibility will 
create more customer loyalty and have greater 
employee satisfaction, translating into improved 
financial metrics in the long-run.

What are the biggest challenges in ESG reporting in 
private markets in North America?
Each alternative asset class has very specific 
needs and it’s difficult to create a one-size-fits-
all approach. It’s also a challenge to source and 
capture data. The lack of consistency in reporting 
methodology makes it difficult to compare metrics 
across companies. 

Are private market participants at a disadvantage 
compared to public markets when it comes to ESG 
reporting? 
Unlike public markets where more data is available, 
private markets have a challenge in sourcing ESG 
data. Public markets have been providing ESG 
reporting for years but, as there’s no equivalent of 
publicly available financial statements in the private 
market, managers need to be more willing to share 
data. Positively, this collaboration among market 
participants will help create the consistency needed 
for wholesale ESG adoption across private markets. 

SEC regulations and LP demand are driving ESG in North America. A 
collaborative approach could allow private markets to catch up with the 
public sphere
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