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Fund selectors foresee uncertainty amid
unresolved economic issues, with diverging
expectations for growth, inflation, monetary
policy and other matters of market-moving
significance. As a result, most gatekeepers
believe risk is elevated along with potential
for related volatility.

Despite disagreeing about the backdrop,
fund selectors find common ground in the
revival of fixed income and demand for
global equity and ESG. Gatekeepers also
show consensus regarding their confidence
in active management’s ability to navigate
unsettled markets and more.

We surveyed 210 gatekeepers in Europe
and Asia responsible for selecting funds
for large global financial institutions with
at least $1 billion US in assets under
management (AUM). Read on for more
insight on their attitudes, allocation plans,
manager preferences and more.
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1.ECONOMIC & ASSET

MANAGEMENT QUTLOOK

Consensus Calls for Volatility

For the following macroeconomic and investment return
considerations, what is your firm’s outlook over the next 12 months,
in comparison to the prior 12-month period?

16%
1%
2%

Volatility in developed
market equities

2h

12%
17%
10%

Default rates in speculative grade
bonds (e.g., high yield bonds)

1%

38%
4%
17%

Average global equity returns

34%
54%
1%

Global economic growth (GDP)

ik

Advocates for Active Management

Whether navigating market uncertainty or realising
ESG goals, fund selectors prefer to employ actively
managed solutions for their capacity to improve
outcomes. Most consider active management superior
to passive investing in its ability to generate risk-
adjusted returns.

4 | Economic & Asset Management Outlook

While biased toward negative scenarios, opinions
regarding global markets and the economy are
divided. The vast majority foresees volatility in
developed markets amid noteworthy disagreement in
expectations for global gross domestic product (GDP) .

For the following investment considerations,
what is your firm’s outlook over the next 12 months,
in comparison to today?

1%
12%
21%

The likelihood of a global recession e

4%
3%
18%

Global central bank interest rates

1%

19%
1%
69%

Global inflation levels

g

. Increase . No change . Decrease . Not sure

Data may not sum to 100% due to rounding.

To what extent do you agree or disagree with the following statements?

Active management can have a greater
impact on ESG goals than passive
management can.

5%
8%
68%

Active management has a greater scope
to work with poor ESG performers
to improve their ESG credentials.

1%
13n
67%

My firm prefers active over passive
management when navigating
uncertain markets.

69%
65%
80%

To provide risk-adjusted returns, we
prefer active over passive management.

Il overal [ Europe [ Asia

62%
59%
68%




Amonf Asset Classes,
Fixed Income Is the Favourite

Fixed income is widely favoured for positive
allocation activity over the next 12 months amid
high hopes for diversification capabilities and return
potential. Elsewhere, expected increases in cash

are on par with plans for new public and private
equity outlays, possibly reflecting elevated caution.
Gatekeepers also indicate a decrease in real estate activity.

From an asset allocation perspective, how is your firm looking to position the following sectors over the next 12 months?

PUBLIC FIXED INCOME % |
PUBLIC EQUITIES 10
CASH/MONEY MARKETS %

PRIVATE EQUITY il | £

PRIVATE DEBT m we o

HEDGE FUNDS/LIQUID ALTERNATIVES % ERTA (s
COMMODITIES 39% 19% 20% %

REAL ESTATE 5%

Data may not sum to 100% due to rounding.

[ increase [ NoChange [ Decrease [l NotAllocating

2. THEMATIC & ESG INVESTING

Show-Me Sentiment
for Carbon Solutions

Clear climate outcomes, transparent reporting and
attractive performance potential rank highest among
factors that would encourage demand for carbon
solutions products. Fee levels and AUM thresholds,
which can present obstacles to new product adoption,
are much less influential.

Appetite for Emissions
Avoidance Data

Seven in 10 gatekeepers think it is important that
ESG funds disclose avoided emissions among
holdings, reflecting widespread demand for a level of
emissions analysis that is lacking among many funds
focused on global decarbonisation efforts.

Which of the following factors would most encourage your firm
to invest in decarbonisation/climate solutions products?

Increased regulation supportive of companies ”
involved in lower-carbon economy F 3Th
Third-party certification of the product's - 20%
climate credentials

Evidence that sufficient diversification can F 29%
be achieved within such strategies

0 say that disclosure of avoided
72 / emissions is important
U from ESG fund providers
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Clear climate outcomes

Clear and transparent reporting
of outcomes

Strong return opportunities

Lower fees/accessible fee levels

Size of funds exceeds a minimum
AUM threshold



ESG and Al Represent Top Priorities

Cited by nearly two-thirds of respondents, ESG is
the highest-priority investment theme. The overall
average reflects an outsized boost from Europe and

a trend towards increased prioritisation among
higher AUM firms. Artificial intelligence also attracts
widespread interest, especially in Asia.

For each of the following, please indicate the extent to which they are considered a priority investment opportunity, or not, in the coming 12 months.

ESG
(broad ESG/sustainable themes)

ESG
(targeted enviromental themes, e.g.,
decarbonisation,carbon capture, etc.)

ARTIFICIAL INTELLIGENCE
CYBERSECURITY

HEALTHCARE INNOVATION

AGING POPULATION
FOOD/AGRICULTURAL SUPPLY CHAINS
FUTURE MOBILITY

DIGITAL COMMERCE

5G

PRECIOUS METALS

63%

62%

52%

4%

3

28%

U

4%

19%

15%

i
i,

Haitigiasd

13%

Enlisting Equities for Access

3%

67%

48%

48%

3k

29%

20%

2%

14%

12%

12%

45%

50%

60%

3%

3

2%

3%

2%

3%

23%

13%

% High Priority

Public equities rank as the option most utilised

to pursue thematic investing goals. While public
fixed income ranks second in terms of ESG, its use
falls steeply in other categories. At least three in10
gatekeepers see a role for private equity in each of the

top five themes.

In which asset classes will you be prioritising the thematic investment opportunities that you mentioned in the previous question?

Public equities

ESG (broad ESG/
sustainable themes)

ESG (targeted
environmental themes,
e.g., decarbonisation,
carbon capture, efc.)
Artificial

Intelligence

8%

8%

80%

Cybersecurity 8%

Healthcare
innovation

TRRNN

%
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_Public fixed Real estate

Hedge funds/
liquid alternatives

e o o |5 w |

Private equity

Private debt
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Commodities  Cash/money

markets

2% 6% 3

19% 6% 3

6% 3 2%

TT1
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1% 1%

10% 1%

% Multiple answers allowed



Steadfast Commitment to ESG

Fund selectors appear unmoved by anti-ESG
rhetoric in the U.S., with eight in 10 indicating

an increasingly important role for ESG in client
portfolios. Sizable majorities report active efforts to

add ESG equity and ESG fixed income funds to their

recommended lists.

Evaluating ESG Data Delivery

Most firms are moving towards systematic ESG
reporting to clients as data disclosures from ESG
funds become more consistent. Still, confidence in
the reliability of scoring provided by ESG ratings

firms shows room for improvement.

Thinking about the current investment environment, to what extent do
you agree or disagree with the following statements?

ESG will continue to grow in e — 173://:
importance for our clients’ portfolios. %

| consider diversity, equity and e — g::/"
inclusion to be part of ESG investing. ™
We have become more wary of o
style biases and/or unintended risk uY
exposures within ESG funds. [ | 5%

We are actively seeking ESG equity M= 60%
funds to add to our recommended list. B %"
We are actively seeking ESG [ T
fixed income funds to add to our 34
recommended list. [ %

There has been a noticeable %
reduction in greenwashing in the ESG b
fund market over the last 12 months. L 2%
ESG has become a lower priority for SN 2%
my firm over the last 12 months. [ 1354{2

B Agree Neutral [JJj] Disagree

Data may not sum to 100% due to rounding.

Thinking about the current investment environment, to what extent
do you agree or disagree with the following statements?

My firm is moving toward more
systematic reporting of ESG data
to our clients.

Carbon emissions data disclosed
by ESG funds is becoming more
consistent and reliable.

Overall ESG data disclosed
by ESG funds is becoming more
consistent and reliable.

My firm is becoming more confident
in the reliability of ESG scoring
by ratings providers.

Data disclosed on ‘social' ESG
issues is becoming more consistent
and reliable.

. Agree Neutral . Disagree

Data may not sum to 100% due to rounding.

2%
23%
i 5%
5%
37%
[ 10%
5%
32%
= 16%
[ e
3%
[ 20%
4%
39%
[ 2%
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3. EQUITY

Recommended Lists to Rise

Overall, gatekeepers are predisposed to adding to
their recommended lists in all equity segments, led
by global equity and private equity. Adding funds
that invest in the respective domestic equity markets
of respondents finish second to global equity when
broken down by region.

Equity Allocation Outlook

Which equity sectors/segments are you most likely to be adding to
your recommended fund list over the next 12 months? And in which
sectors are you most likely to be removing funds from the list?

GLOBAL EQUITIES F 2?;"
52%
PRIVATE EQUITY E 0%
51%
EUROPEAN EQUITIES E 2%

EMERGING MARKETS (EX. CHINA) EQUITIES E gg.y/:
|
3%
| l—
3%

B rdding [l Removing

US EQUITIES
ASIA-PACIFIC (EX. JAPAN) EQUITIES

% Multiple answers allowed

Aggregate results show global equity to be the top target
for increased equity allocations in the next 12 months.
The next highest priorities on the list, emerging market
equity and Asia-Pacific equity, enjoy above-average
regional support from Europe and Asia, respectively.

How will your firm be allocating across equity sectors/segments over the next 12 months?

OVERALL
GLOBAL EQUITIES [ T
ASIA-PACIFIC (EX. JAPAN) EQUITIES B 00 %
EMERGING MARKETS (EX. CHINA) EQUITIES o
US EQUITIES = %%
EUROPEAN EQUITIES m_— M
PRIVATE EQUITY [

Avenues to Equity Enthusiasm

Insight on issues fueling lingering uncertainty would
trigger more agreeable attitudes regarding equity
allocations. Gatekeepers rank evidence of cooling
inflation, an attractive entry point and a definitive
end to the interest rate hiking cycle atop their wish list.

8 | Equity

EUROPE ASIA

% e 5%
[ |/ e %
5% e uy
% e 3%
3y == 2%
M o 20%

% Increase

How important would/will the following factors be in triggering
an increase in your overall equity allocations?

85%
15%
79%
2%
23%
23%
23%
25%
5

4%
. Important . Not important

Inflation cooling

Recessionary period creates
attractive entry point

An end to the rate-tightening cycle

Significant tech innovation

A pivot to lower rates

An uptick to earnings
growth expectations

Banking crisis proves to be short-
lived and isolated




What attributes are most important to you when selecting a global

Prioritising Performance equity fund?

By a notable margin, performance is the most PERFORMANCE RANKINGS/TRACK RECURD 74%
important consideration in equity fund selection. (over 1, 3, 5 years)
Investment team experience and the process the

team employs, which can offer insight into ongoing EXPERIENCE OF INVESTMENT TEAM  53%

performance potential, are the next most significant
selection influences.

INVESTMENT PROCESS  52% )
FEES 34%

;

RISK MANAGEMENT STRATEGY 26%

;

FUND SIZE

N
Y
fz

BREADTH OF INVESTMENT TEAM
FOOTPRINT ACROSS REGIONS

[
ix

DIVERSIFICATION 16%

:

4. FIXED INCOME
More than two-thirds of gatekeepers believe fixed

ca I I i n g fo Ira c ome h dc k income will reclaim its long-held diversifying role

as ballast to offset equity volatility after elevated
correlation between stocks and bonds last year.
Most also expect bonds to stage a performance
comeback over the next 12 months.

To what extent do you agree or disagree with the following statements?

fiftteeededdddd Bondswilregain fifideeedfeddd Thenext12months # 99§ 8994 %% 74#%¢ Inthe higherinterest rate
.............. their role as a good ceoaaaa ... ... Will see astrong s 222 a2 s o s . ENViITONMent, public credit
T!!!TTTT!!!TT!diversifiertoequity. ””””””” comeback for fixed !!T!!TTT!!!!TTandpublichighyieldhave
tpiviipiveieiet figeaeaeaededt incomeretums. fFoeeaea?a 9t more attractive risk-adjusted

returns than private credit.

IRRRRRERAR SRR

%  55%  54%
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Affinity for Green
and Investment Grade

Half of all respondents expect to increase allocations
to green and investment grade bonds. At 40%,

the overall response rate for emerging market debt
receives outsized influence from fund selectors in

Asia, possibly reflecting a home-region trend evident

in equity allocations.

How will your firm be allocating in fixed income sectors/segments over the next 12 months?

GREEN BONDS

INVESTMENT-GRADE CORPORATE

GOVERNMENT BONDS

EMERGING MARKET DEBT 40%

HIGH YIELD

UNCONSTRAINED/FLEXIBLE BOND STRATEGIES

PRIVATE CREDIT

BANK LOANS

!!o
=
2
[
-
m

!=

=]

-

S m

&

=

All Eyes on Interest Rates

Nine in 10 gatekeepers cite a peak in the rate-hiking
cycle as reason for increased allocations to fixed
income, with almost as many respondents saying the
same about cooling inflation. Below-average credit
default rates would similarly motivate about three-
fourths of fund selectors.

10 | Fixed Income

28

% Increase

How important would/will the following factors be in triggering an
increase in your overall fixed income allocations?

88%
12%
85%
15%
Corporate credit default rates remain E 6%
below long-term average levels 24%
25%
28%
3%
38%

I important [l Notimportant

A peak in the rate-tightening cycle

Inflation cooling

Liquidity conditions improve/
remain stable

Recession risk subsides

Economic growth figures
exceed forecasts

Banking crisis proves to be short-
lived and isolated



What Matters Most

Bond fund selection criteria mirror equity fund
evaluation measures, with performance, investment
team experience and investment process as top
considerations. Responses in other categories further
down the list remain largely consistent between fixed

income and equity.

9. REAL ESTATE

High Value ESG Appraisal

What attributes are most important to you when selecting a global

flexible bond fund?

PERFORMANCE RANKINGS/TRACK RECORD  69%

(over 1, 3, 5 years)

EXPERIENCE OF INVESTMENT TEAM  48%

INVESTMENT PROCESS  44%

FEES  36% ,

RISK MANAGEMENT STRATEGY  33% a

FUNDSIZE 25% R

DIVERSIFICATION  24% &

BREADTH OF INVESTMENT TEAM  20%
FOOTPRINTACROSSREGIONS — @

When it comes to real estate, fund selectors favour
ESG-focused allocations by a wide margin. The trend
is less pronounced among gatekeepers in Asia, who
report higher interest in most other categories than

their counterparts in Europe.

How will your firm be allocating across real estate sectors/segments over the next 12 months?

@ ESG-FOCUSED

@ LIFE SCIENCES

E RETAIL DATA CENTRES
@ SENIOR HOUSING

REITS
ﬁ RESIDENTIAL

MLFL INDUSTRIAL AND LOGISTICS

jﬁ}» AGRICULTURE

T
@ SELF STORAGE

(2)5) REAL ESTATE DEBT

OFFICE

58%

36%

30%

30%

30%

28%

26%

26%

20%

1%

I
[T

g

9%

EUROPE

63%
3%
2%
36%
28%
26%

2%

2%

17%

8%

4

48%

39%

45%

18%

36%

3%

3%

32%

25%

14%

20%
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- Tt Gatekeepers are aligned in being interested in
ACTIVB Opportunltles opportunistic and value-added real estate strategies,

possibly reflecting unsettled market conditions.
Responses depart considerably regarding core
allocations, with fund selectors in Asia twice as
receptive as their counterparts in Europe.

How weak or strong is your appetite for the following types of real estate strategies over the next 12 months?

OVERALL EUROPE ASIA
20% E 4%
2% -— %

-

% Strong (4 + 5)

2%

&K CORE

CORE PLUS 2%

=
Epg— =

38% 39%

il

39% 38%

Fund selectors in Europe assign roughly equal
ESG Real EState IS Local importance to various environmental, social and
governance (ESG) real estate factors, while responses
from their counterparts in Asia are more dispersed.
Gatekeepers in Europe are nearly four times as likely

to identify a commitment to ambitious emissions
reduction targets as important.

What are the most important criteria for you when assessing ESG-labeled real estate funds?

OVERALL EUROPE

Use of sustainability m

benchmarks/certifications

Focus on social impact/outcomes

Emissions and energy

reduction pathways %

Overall emissions footprint

Commitment to ambitious
emissions reduction targets

=
I >

% Multiple answers allowed
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6. LIQUID ALTS

Economic Influences on Intentions

What is your firm’s outlook for liquid alternatives/global macro strategies?

My firm intends to increase allocations to liquid alternatives
strategies over the next 12 months.

Global macro strategies will generate better returns over the next
12 months, in comparison to the prior 12-month period

A recessionary environment will increase my firm’s appetite for liquid
alternatives strategies

Flexibility Is a Sought-After Feature

One-third of fund selectors report plans to increase
commitments to liquid alternatives in the next

12 months, while two in five respondents say a
recessionary environment would increase their firm’s
appetite for liquid alts.

I 3%

46%
[ 2%
I 40%

36%
I 23%
I 40%

3%
[ 2%
I Likely Neither likely nor unlikely  [JJl] Unlikely

Data may not sum to 100% due to rounding.

Global macro and long-short equity are heavy favourites
in the liquid alt space. While both categories enjoy robust
support in both regions, global macro tops responses from

Europe and long-short equity leads feedback from Asia.

What types of liquid alternatives strategies are you most likely to invest in over the next 12 months?

OVERALL

GLOBAL MACRO 65%

LONG-SHORT EQUITY 5%

MULTI-ALTERNATIVE/

MULTI-STRATEGY 56%

RELATIVE VALUE 3%
MANAGED FUTURES 3%

TREND-FOLLOWING 28%

T
itk

NON-TRADITIONAL BOND 24%

EUROPE

66%

54%

58%

29%

36%

29%

2%

Top rank 1 response for each region

ASIA
-~ B66%

20%

25%

29%

% Rank 1+2+3
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Alternative Assessments

Like other categories, performance and experience play
leading roles in selecting liquid alt funds, but respondents
are less concerned about process than they are for stocks
and bonds. Responses regarding fees appear to show a
willingness to pay up for the right liquid alt opportunity.

What factors are most important to you when selecting a liquid alternatives fund?

PERFORMACE RANKINGS/TRACK RECORD
(OVER1, 3, 5 YEARS)

EXPERIENCE OF INVESTMENT TEAM
INVESTMENT PROCESS

RISK MANAGEMENT STRATEGY
FUND SIZE

FEES

BREADTH OF INVESTMENT TEAM FOOTPRINT
ACROSS REGIONS

DIVERSIFICATION

14 | Liquid Alts

OVERALL

8%
42%
29%

20%

16%

14%

12%

8%

ot
i
i

EUROPE

5T

4%

2%

2%

17%

16%

12%

8%

Top rank 1 response for each region

ASIA

6%

3%

19%

1%

1%

13%

9%

% Rank 1+2 +3



METHODOLOGY

*  The study gathered the views of 150 Europe-based and 60 Asia-based gatekeepers at large global financial institutions who are
responsible for fund selection. The online survey was conducted by CoreData Research in July 2023.

e Survey respondents were from the following countries: UK, Austria, Germany, Switzerland, Belgium, Netherlands, Luxembourg, Italy,
Denmark, Finland, Norway, Sweden, Singapore and Hong Kong.

*  Respondents were aged 28-65, had been in their current role for at least one year, and the current AUM at their firms was at least $1 billion US.

For Professional Investors only. All investments involve risk, including the possible loss of capital.

Gatekeeper Pulse is a trademark of PGIM, Inc. and its affiliates, registered in many jurisdictions worldwide.

In the United Kingdom, information is issued by PGIM Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar Square, London, WC2N 5HR. PGIM
Limited is authorised and regulated by the Financial Conduct Authority (“FCA”) of the United Kingdom (Firm Reference Number 193418), and with respect to
its Italian operations by the Consob and Bank of Italy. In the European Economic Area (“EEA”), information may be issued by PGIM Netherlands B.V., PGIM
Limited or PGIM Luxembourg S.A. depending on the jurisdiction. PGIM Netherlands B.V., with registered office at Gustav Mahlerlaan 1212, 1081 LA, Amsterdam,
The Netherlands, is authorised by the Autoriteit Financiéle Markten (‘“AFM”) in the Netherlands (Registration number 15003620) and operates on the basis of a
European passport. PGIM Luxembourg S.A., with registered office at 2, boulevard de la Foire, L-1528 Luxembourg, is authorised and regulated by the Commission
de Surveillance du Secteur Financier (the “CSSF”) in Luxembourg (registration number AO0001218) and operating on the basis of a European passport. In certain
EEA countries, information is, where permitted, presented by PGIM Limited in reliance of provisions, exemptions or licenses available to PGIM Limited under
temporary permission arrangements following the exit of the United Kingdom from the European Union. These materials are issued by PGIM Limited, PGIM
Netherlands B.V. and/or PGIM Luxembourg S.A. to persons in the UK who are professional clients as defined under the rules of the FCA and/or to persons in
the EEA who are professional clients as defined in the relevant local implementation of Directive 2014/65/EU (MiFID Il). In Switzerland, information is issued by
PGIM Limited, London, through its Representative Office in Zurich with registered office: Kappelergasse 14, CH-8001 Zurich, Switzerland. PGIM Limited, London,
Representative Office in Zurich is authorised and regulated by the Swiss Financial Market Supervisory Authority FINMA and these materials are issued to persons
who are professional or institutional clients within the meaning of Art.4 para 3 and 4 FinSA in Switzerland. In certain countries in Asia-Pacific, information is
issued by PGIM (Singapore) Pte. Ltd. with registered office: 88 Market Street, #43-06 CapitaSpring, Singapore 048948. PGIM (Singapore) Ptd. Ltd. is a Singapore
investment manager registered with and licensed by the Monetary Authority of Singapore (License No. CMS100017) (“MAS”). In Hong Kong, information is issued
by PGIM (Hong Kong) Limited with registered office: Units 4202-4203, 42nd Floor Gloucester Tower, The Landmark 15 Queen’s Road Central Hong Kong. PGIM
(Hong Kong) Limited is a corporation regulated by the Securities & Futures Commission of Hong Kong (AAH625) (“SFC”) and all information in respect of funds
is directed solely at professional investors as defined in Section 1 of Part 1 of Schedule 1 of the Securities and Futures Ordinance of Hong Kong (“SFO”). PGIM
Limited, PGIM Netherlands B.V., PGIM Luxembourg S.A., PGIM (Singapore) Pte. Ltd. and PGIM (Hong Kong) Limited are indirect, wholly-owned subsidiaries
of PGIM, Inc. (‘PGIM” and the “Investment Manager”), the principal asset management business of Prudential Financial, Inc. (“PFI"), a company incorporated
and with its principal place of business in the United States. PFI of the United States is not affiliated in any manner with Prudential plc, incorporated in the United
Kingdom or with Prudential Assurance Company, a subsidiary of M&G plc, incorporated in the United Kingdom. PGIM, the PGIM logo and the Rock symbol are
service marks of PFl and its related entities, registered in many jurisdictions worldwide. PGIM Fixed Income and PGIM Real Estate are trading names of PGIM
an SEC registered investment adviser in the United States. Jennison and PGIM Quantitative Solutions are trading names of Jennison Associates LLC, and PGIM
Quantitative Solutions LLC, respectively, both of which are SEC registered investment advisers and wholly owned subsidiaries of PGIM. Registration with the SEC
does not imply a certain level or skill or training.

These materials do not take into account individual client circumstances, objectives, or needs, and are not intended as recommendations of particular securities,
financial instruments,or strategies to particular clients or prospects. No determination has been made regarding the suitability of any securities, financial
instruments, or strategies for particular clients or prospects. For any securities or financial instruments mentioned herein, the recipient(s) of this report must make
their own independent decisions.

The information contained herein may be confidential. This document is intended for recipient use only and must not be copied or distributed without the express
written permission of PGIM Limited, PGIM Netherlands B.V., and/or PGIM Luxembourg S.A., PGIM (Singapore) Pte. Ltd., and PGIM (Hong Kong) Limited.

The information contained herein is provided by PGIM, Inc. (PGIM). PGIM Fixed Income, PGIM Investments, and PGIM Luxembourg S.A are trading names of
PGIM, the principal asset management business of PFI. © 2023 Prudential Financial, Inc. (PFI) of the United States is not affiliated in any manner with Prudential
plc, incorporated in the United Kingdom, or with Prudential Assurance Company, a subsidiary of M&G plc, incorporated in the United Kingdom. PGIM and the Rock
symbol are service marks of PFl and its related entities, registered in many jurisdictions worldwide.

Visit our website: pgimfunds.com

3172168 PI8131 Expiration: 30 June 2025
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