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The Environmental, Social and Governance (ESG) evolution that has progressed over many years is set to become a revolution.
ESG investing, which began as a goodwill movement championed by a few, has today grown into a louder and more powerful
structural shift in the way investors think about value creation. At CenterSquare, we have long believed in the case for ESG
integration within the Real Asset (global real estate and infrastructure) investment framework as we recognize the return
potential from high quality governance, more environmentally friendly assets, and societal contribution. From the investment
strategy perspective, it provides a more complete analysis of risks and opportunities associated with each investment.
This expanded underwriting is paramount in a world where risks related to the lack of environmental stewardship, social
engagement, and strong governance could jeopardize the long-term sustainability of the business itself.

A Value- and Values- Based Proposition

ESG integration for Real Assets is a value-based (making money) proposition that allows us to more holistically assess the
risks and opportunities associated with any investment. In fact, we find the application of ESG ideals so important that
we have undertaken the first comprehensive, quantitative analysis of the efficacy of an ESG perspective for Real Asset
investment and share our results here in this paper. However, Real Assets also provide a compelling values-based (making
the world a better place) proposition for investors seeking to make an impact with their capital. We spend 90% of our time
indoors1, making real estate the cornerstone of how we live, work, and play, and providing for a most efficient avenue for
generating an impact on individuals and communities. Real Assets are also one of the largest consumers and producers
of energy. Globally, real estate represents 36% of final energy use and 39% of energy and process-related carbon dioxide
emissions2. Over the next two decades, we expect companies within the Global Listed Infrastructure (GLI) universe will
control 68% of all investment related to energy production, transmission, transportation, and consumption3. Together, Real
Assets present one of the most efficient methods for investors who desire to make an impact on climate change as we move
toward the decarbonization of the global economy.
As Real Asset specialists, CenterSquare has applied this philosophy to our proprietary ESG scoring methodology, which
provides a thorough assessment of the ESG risks and opportunities for our entire global listed real estate and infrastructure
investible universe. Herein, we are pleased to share the first comprehensive analysis of investing in global listed Real Assets
with an ESG lens over the last decade. Our research demonstrates the alpha generation capability of this investment
strategy, resulting in strong risk-adjusted returns versus the respective benchmark, and shows that active investing with an
ESG lens can come with additional upside.

The statements made in this paper represent the opinions of CenterSquare and not are guaranteed. Any opinions expressed are as of the date of publication and are subject
to change as economic and market conditions dictate. References to returns, risks, and performance describing portfolios in this paper are based on hypothetical analysis
techniques (also known as back-testing) and do not represent actual portfolios. Therefore, returns included herein are hypothetical and for illustrative purposes only. Past
performance, whether illustrative or actual, is not a guarantee of future performance. Please refer to endnotes and important disclosures at the end of this document.

Figure 1: The ESG Investment Spectrum
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The Real Asset ESG Framework
Environmental Stewardship

This year has been no stranger to “hundred-year” events – extreme weather, historic wildfires, and the
COVID-19 pandemic have occupied much of the world’s mind space. While many might think such events
happen once in a hundred (or five hundred) years, a “hundred-year” event represents a one in one hundred
(1%) probability of the event occurring in any given year. As such, the cumulative probability of the event
occurring over the course of a hundred years is closer to 63%. With climate change further increasing
the probability of their occurrence, these hundred-year events are becoming more akin to seventy-year
events and creating an urgency across public and private sectors to address climate change.

Figure 2: Probability of the Occurance of Hundred-Year Event Over Time
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These events, and their frequency, represent a significant risk to the operating environment for most
companies. In response, many entities – international organizations such as the United Nations,
governments at even the local levels, and companies – are working to create more sustainable business
models. They are not only adapting to the changing reality, but also attempting to slow or reverse global
climate change to mitigate against these sizable environmental risks.
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Real Assets are exposed to three main types of risks as it relates to the environment. Physical risks are
those associated with the physical effects of climate change such as rising sea levels, increased wildfire
frequency, or flooding. Transition risks are those associated with the transition to a low-carbon economy,
such as political, legal, or reputational risk. This gives way to regulatory risks associated with state,
local, and national policies that are becoming more prevalent and likely to be pervasive across most
major markets in the near future. Given Real Assets are meaningfully intertwined with global energy
consumption and production, they are significantly exposed to all three of these risks. Understanding
them provides a more holistic assessment of our investments’ long-term value.
Efforts to mitigate environmental risks also provide opportunities. For example, according to the Climate
Bond Initiative, the green bond industry has seen a 65% annual growth rate in issuances since 2013,
lowering company borrowing costs for those organizations that reduce their coal footprint on schedule
or build a new green development. Additionally, we recognize that more sustainable assets lead to
increased profitability. The actual marginal cost of green buildings is less than two percent4, dispelling
misconceptions that sustainable buildings are significantly more expensive to develop. Furthermore,
green buildings enjoy meaningful improvements in building performance, including resource efficiencies,
that result in cost savings and higher tenant demand. In turn, these factors result in rent premiums and
higher occupancy levels5. All told, over the long-term, green buildings tend to be, in fact, more profitable.
In the GLI arena, efforts to mitigate environmental risks and promote stewardship have perhaps the
clearest positive impact upon the companies themselves. Over the last decade, subsidies in wind and
solar have enabled cost competitiveness within the grid, allowing utilities to install cleaner, and cheaper,
solutions. Here, global energy policies are going to require up to $35 trillion in new capital expenditures
from utilities over the next two decades to support zero carbon generation, usage, and transmission.
Combined with secure financial returns and a long-term earnings stream, the cash flows from new solar,
wind, and hydrogen installations will serve GLI for decades.

Social Responsibility

From a social perspective, Real Assets serve as the cornerstone of society where people gather, live,
and work. As such, awareness of societal needs and the impact of Real Asset development on the local
community is vital for the asset’s long-term sustainability and value. Real estate, large scale electric
transmission, gas pipelines, roads, and airports have a very real impact on local communities, on top of
their potential impacts upon the environment. We have historically found companies that are thoughtful
and sensitive about local community concerns, and those who spend significant resources on civic
engagement, tend to deliver assets into operation faster, with fewer cost overruns, and ultimately achieve
better returns of capital with less societal disruption. Moreover, the pandemic has tested the humanity of
companies that operate in our communities throughout this year. It has proven the quality of community
engagement (or lack thereof) directly influences a company’s reputation and impacts its social license to
operate.
Additionally, public REITs and infrastructure companies offer investors not just access to the underlying
assets themselves, but also strong investment, development, and operating platforms in which human
capital matters. Therefore, a company’s diversity and inclusion (D&I) policies and practices around hiring,
retaining, and developing a quality workforce is paramount. The pandemic and the social justice movement
have rightfully highlighted the importance of a more sustainable business model that maximizes value
for all stakeholders. We are increasingly seeking diversity metrics across various minority lenses (i.e. race,
gender, sexual orientation). Behind this request is a growing recognition that organizations with a diverse
workforce are better suited to make decisions that create long-term value. Measuring progress, along
with institutionalizing programs to improve D&I, is a critical step in this process.

Strong Governance

Lastly, as a capital-intensive asset class, appropriate governance of Real Assets and proper alignment of
interests are key drivers of risk management and value creation when assessing a company’s potential
for long-term outperformance. Over the years of investing in listed REITs and infrastructure globally, we
have observed a clear differentiation between the performance of companies with governance structures
that are more aligned with stakeholders and those that are not. Across GLI, for example, we have seen a
perpetual discount associated with esoteric corporate structures that consolidate power in the hands of
a general partner. Across U.S. REITs, we have seen a perpetual discount associated with external (versus
internal) management teams whose fees are positively impacted by growing the asset base, regardless of
shareholders’ best interest.

The Value of Active Management

At CenterSquare, we have been incorporating ESG considerations into our listed equities investment
process for over two decades. As the focus on ESG has continued to evolve, we have continued to
Refer to endnotes and important disclosures at the end of this document.
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incorporate additional best practices to make our model more robust. Our process today begins by
generating a ranking framework to assess a company’s ESG score along ten metrics that measure
environmental stewardship, social responsibility, and corporate governance, to provide an expanded
analysis of material ESG factors that are aligned with the UN Sustainable Development Goals. As industry
practices evolve and better ESG data becomes available, we seek opportunities to make this model more
robust.
To develop the comprehensive view of a company’s ESG practices, we have found active engagement with
companies’ senior management teams to be essential. While data from reputable and reliable sources
(i.e. GRESB, CDP, company disclosures) help inform ESG assessments, data providers generally review
ESG practices at a point in time or in the past. Additionally, preparing and submitting disclosures to the
myriad of ESG-related data providers tends to require significant resources (i.e. time and money), which
disproportionately impacts smaller-cap companies and creates a large-cap bias in most data providers’
ESG frameworks. This dynamic is especially true in today’s pandemic-ridden environment when resource
maximization is critical to most businesses.
At CenterSquare, we have developed a formal engagement process6, through which we conduct close to
600 ESG-related engagements with senior management and boards at the public companies in which
we invest. This approach, which is supported by our long-standing relationships in the industry, allows
us to develop a thorough understanding of the ESG practices within the entirety of our global coverage
universe. We glean a wealth of information from interactive conversations, which enable a productive
dialogue and ensure accountability for continuous improvement of the organization’s ESG efforts.
Importantly, we believe ESG engagement for the purpose of influencing change is a key value-proposition
brought by active managers who can speak not only with words but also with their incremental investment
capital. In an environment where we have seen a sizeable shift toward passive investment vehicles, the
incremental value brought by engagement is a major driver for active products garnering greater inflows
in the sustainable investment space.
Figure 3: Sustainable Fund Flows
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ESG Performance and Alpha Generation

A long-standing misconception that has hindered the adoption of ESG integration is that such a strategy
comes at the expense of alpha. Our research suggests otherwise. At CenterSquare, our proprietary ESG
scores7 enable our investment teams to quantitatively integrate ESG risks and opportunities into our
investment process and assess the results.
Using CenterSquare’s proprietary ESG scores that span our global listed real estate and infrastructure
universe, a high scoring, global Real Asset ESG portfolio8 measured against its index9 demonstrated
significant alpha generation capabilities across all time periods with lower risk over the last decade.
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Figure 4: Annualized Historical Returns

Figure 5: Annualized Risk and Returns Over Time
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Figure 6: ESG Annualized Performance By Decile
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FIgures 4, 5 & 6: Source: CSIM, as of 10/31/2020. Note: The above is
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CSIM will or is likely to achieve results comparable to those shown,
to make any profit, or to be able to avoid substantial losses. There
can be significant differences between hypothetical and actual
performance results subsequently achieved by any investment
strategy. Returns presented are gross of investment management
fees and expenses which would reduce investor returns. Please
refer to definition of indices at the end of this presentation.

Research indicates there are three groups most
interested in investing with an ESG lens in the U.S. – millennials, women, and high net worth individuals11.
Millennials are aging and will begin to represent a larger proportion of the wealth in the U.S. Women are
increasingly becoming heads of households and more involved with investment decisions. These evolving
demographic trends in the U.S. alone could result in fund flows of $15-20 trillion into the ESG space over
the next two decades12.
The COVID-19 pandemic has accelerated many behavioral changes, and the focus on ESG is no exception.
Within Commercial Real Estate, the pandemic has generated a focus on the healthiness of workspaces
through measures of air quality, outdoor spaces, and daylighting. Additionally, as the work-from-home
movement blurs the lines between the workplace and the home, similar expectations for healthy spaces
are likely to be important for multifamily assets as well. Companies that can get ahead of these imminent
needs will be well suited to attract tenants going forward.
In GLI, we see an opportunity for growth in both company cash flows and the investment asset class itself.
From the cash flow perspective, GLI is one of the biggest beneficiaries of the environmental stewardship
spending boom. Current government policies addressing climate change across the globe imply that Real
Asset developers need to increase their spending by 50-100%, to even approach achieving the policies’
goals. Given this spend, GLI companies should grow faster than others with the asset class seeing
increasing allocations. Here, the positive yield plus growth story along with a natural engagement with
environmental stewardship should appeal to that rising cohort of investors for whom ESG commitment
is a primary concern.
Refer to endnotes and important disclosures at the end of this document.
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Conclusion

The rise of ESG investing is an accelerating movement that we believe will continue to grow around the
world as regulations and investor demand continue to propel the trend. With the growth of ESG investing
comes some negatives, including the prevalence of “green washing” or only paying lip service to ESG. This
behavior is not only viewed cynically and susceptible to punitive regulations, but it is also a lost opportunity
to add meaningful value. As Real Asset specialists, we recognize the significant opportunities associated
with best-in-class environmental stewardship, social engagement, and proper governance; and we also
recognize the significant risks associated with the lack thereof. As such, we will continue to assert that
the integration of a robust ESG framework produces a more holistic view of our investments, and as our
research suggests, generates strong investment performance.

Endnotes
Environmental Protection Agency - https://www.epa.gov/report-environment/indoor-airquality#:~:text=Americans%2C%20on%20average%2C%20spend%20approximately,higher%20than%20
typical%20outdoor%20concentrations.
2
UNEP 2019 Global Status Report for Buildings and Construction Sector
3
IEA 2020 World Energy Outlook
4
USGBC: https://www.usgbc.org/articles/green-building-costs-and-savings
5
USGBC: https://www.usgbc.org/articles/green-building-costs-and-savings
6
Details on our engagement practices can be found in our Engagement Policy
7
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8
Global Real Asset ESG Portfolio is a portfolio developed using a 50/50 allocation between global listed real estate
and infrastructure. The portfolio is sector neutral versus the index. Stock selection is based on an optimization model
with the goal of generating the highest ESG scoring portfolio relative to the benchmark. The portfolio construction also
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Disclosure Statements and Risk Factors
Material in this publication is for general information only and is not intended
to provide specific investment advice or recommendations for any purchase
or sale of any specific security or commodity. Due to, among other things,
the volatile nature of the markets and the investment areas discussed
herein, investments may only be suitable for certain investors. Parties should
independently investigate any investment area or manager, and should
consult with qualified investment, legal, and tax professionals before making
any investment. Some information contained herein has been obtained from
third party sources and has not been independently verified by CenterSquare
Investment Management LLC (“CenterSquare”). CenterSquare makes
no representations as to the accuracy or the completeness of any of the
information herein. Accordingly, this material is not to be reproduced in whole
or in part or used for any other purpose.

Financial Promotion Order, (iii) persons falling within the categories of “certified
high net worth individual” described in Article 48(2) of the Financial Promotion
Order and “self-certified sophisticated investor” described in Article 50a(1) of
the financial promotion order and (iv) any person to whom it may otherwise
lawfully be made. Persons of any other description should not review, nor act
upon, this document.

Any statements and opinions expressed are as at the date of publication, are
subject to change as economic and market conditions dictate, and do not
necessarily represent the views of CenterSquare or any of its affiliates. The
information has been provided as a general market commentary only and does
not constitute legal, tax, accounting, other professional counsel or investment
advice, is not predictive of future performance, and should not be construed
as an offer to sell or a solicitation to buy any security or make an offer where
otherwise unlawful. The information has been provided without taking into
account the investment objective, financial situation or needs of any particular
person.

For the purposes of Article 49 of the Financial Promotion Order, this document
is directed at persons meeting the respective minimum criteria specified in
Article 49(2) of the Financial Promotion Order (for example, partnerships with
net assets of not less than £5 million). Any investment or investment activity to
which this document relates is available only to such persons. Persons who do
not meet such minimum criteria (and in respect of whom another exemption is
not available) should not rely on this document.

This communication is not an offer of securities for sale in the United States,
Australia, Canada, Japan or any other jurisdiction where to do so would be
unlawful. CenterSquare has not registered, and does not intend to register, any
portion of the securities referred to herein in any of these jurisdictions and does
not intend to conduct a public offering of securities in any of these jurisdictions.
This communication is being distributed to, and is directed only at, persons
in the United Kingdom in circumstances where section 21(1) of the Financial
Services and Markets Act 2000 does not apply (such persons being referred
to as “relevant persons”). Any person who is not a relevant person should not
act or rely on this communication or any of its contents. Any investment activity
(including, but not limited to, any invitation, offer or agreement to subscribe,
purchase or otherwise acquire securities) to which this communication relates
will only be available to, and will only be engaged with, persons who fall
within the target market. This communication is an advertisement and is not
a prospectus for the purposes of Directive 2003/71/EC, as amended (such
directive, the “Prospectus Directive”) and/or Part IV of the Financial Services
and Markets Act 2000.
Any communication of this document by a person who is not an authorised
person (as defined in the Financial Services and Markets Act 2000 (“FSMA”)) is
directed only at the following persons in the United Kingdom, namely (i) persons
falling within any of the categories of “investment professionals” as defined
in Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Financial Promotion Order”), (ii) persons falling
within any of the categories of persons described in Article 49(2) of the

For the purposes of Article 19 of the Financial Promotion Order, this document
is directed at persons having professional experience in matters relating to
investments. Any investment or investment activity to which this document
relates is available only to such persons. Persons who do not have professional
experience in matters relating to investments (and in respect of whom another
exemption is not available) should not rely on this document.

Any indication of past performance is not a guide to future performance. The
value of investments can fall as well as rise, so investors may get back less
than originally invested.
Forecasts contained herein are based upon subjective estimates and
assumptions about circumstances and events that may not yet have taken
place and may never occur. If any of the assumptions used do not prove to be
true, results may vary substantially.
The COVID-19 pandemic is rapidly developing globally, impacting the economy
and investments for which the duration, scale and severity remain unknown.
General Real Estate Risks
Because the investment strategies concentrate their assets in the real estate
industry, an investment is closely linked to the performance of the real estate
markets. Investing in the equity securities of real estate companies entails
certain risks and uncertainties. These companies experience the risks
of investing in real estate directly. Real estate is a cyclical business, highly
sensitive to general and local economic developments and characterized by
intense competition and periodic overbuilding. Real estate income and values
may also be greatly affected by demographic trends, such as population shifts
or changing tastes and values. Companies in the real estate industry may be
adversely affected by environmental conditions. Government actions, such
as tax increases, zoning law changes or environmental regulations, may also
have a major impact on real estate. Changing interest rates and credit quality
requirements will also affect the cash flow of real estate companies and their
ability to meet capital needs.
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Disclosure Statements Continued
Canada Specific Disclosure
This document has been prepared solely for information purposes and is not
an offering memorandum nor any other kind of an offer to buy or sell or a
solicitation of an offer to buy or sell any security, instrument or investment
product or to participate in any particular trading strategy. It is not intended and
should not be taken as any form of advertising, recommendation, investment
advice or invitation to trade. This information is confidential and for the use
of the intended recipients only. The distribution of this document in Canada
is restricted to recipients who are qualified “permitted clients” for purposes of
NI 31-103. This document may not be reproduced, redistributed or copied in
whole or in part for any purpose without prior written consent.
Disclosure to Hong Kong Investors
This document is intended only for persons who are “professional investors”
as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws of
Hong Kong) of Hong Kong. This document and its contents have not been
approved by any regulatory authority in Hong Kong. No CenterSquare entities
or personnel carry on business in a regulated activity in Hong Kong.
You are advised to exercise caution in relation to this document. If you are

in any doubt about any of the contents of this document, you should obtain
independent professional advice. This document and its contents have not
been reviewed by any regulatory authority in Hong Kong.
Accordingly, no person may issue any invitation, advertisement or other
document relating to the interests in the Fund whether in Hong Kong or
elsewhere, which is directed at, or the contents of which are likely to be
accessed or read by, the public in Hong Kong (except if permitted to do so
under the securities laws of Hong Kong), other than with respect to the interests
in the Fund which are or are intended to be disposed of only to persons outside
Hong Kong or only to “professional investors” within the meaning of the
Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) and
the Securities and Futures (Professional Investor) Rules (Cap. 571D of the
Laws of Hong Kong) made thereunder.
Disclosure to Singaporean Investors
This document has been prepared for distribution only to persons in Singapore
who are “institutional investors” as defined in the Securities and Futures Act
(Chapter 289) of Singapore, and may not be distributed to persons who are not
institutional investors.

Definition of Indices
Global Real Asset Index
Global Real Asset Index is a market-cap weighted index of the global real
estate (FTSE EPRA/Nareit Developed Index) and infrastructure (FTSE
Developed Core Infrastructure 50/50 Net Tax Index) coverage with a 50/50
allocation between real estate and infrastructure.
FTSE EPRA/Nareit Developed Index
The FTSE EPRA/Nareit Developed Real Estate Index Series covers both the
FTSE EPRA/Nareit Equity REITs Index and the FTSE EPRA/ Nareit Developed
ex-U.S. Index. Designed to track the performance of listed real estate companies
and REITs worldwide, the series acts as a performance measure of the overall
market. The Gross benchmark presented is based on total return calculations
which add the income a stock’s dividend provides to the performance of the
index. The Gross benchmark is presented is gross of withholding taxes and
investment management fees. The Net benchmark presented is calculated as
a total return net of foreign withholding taxes on dividends from an U.S. investor
perspective, and gross of investment management fees. The index changed
names on March 23, 2009 and was formerly known as the FTSE EPRA/Nareit
Global Real Estate Index.
FTSE Developed Core Infrastructure 50/50 Net Tax Index
FTSE Developed Core Infrastructure 50/50 Net Tax Index give participants
an industry-defined interpretation of infrastructure and adjust the exposure to
certain infrastructure sub-sectors. The constituent weights for these indices are
adjusted as part of the semi-annual review according to three broad industry
sectors – 50% Utilities, 30% and a 20% mix of other sectors including pipelines,
satellites and telecommunication towers. This is calculated as a total return of
foreign withholding taxes on dividends and gross of investment management
fees.

These benchmarks are broad-based indices which are used for illustrative
purposes only and have been selected as they are well known and are
easily recognizable by investors. However, the investment activities and
performance of an actual portfolio may be considerably more volatile than
and have material differences from the performance of any of the referenced
indices. Unlike these benchmarks, the portfolios portrayed herein are actively
managed. Furthermore, the portfolios invest in substantially fewer securities
than the number of securities comprising each of these benchmarks. There is
no guarantee that any of the securities invested in by the portfolios comprise
these benchmarks. Also, performance results for benchmarks may not reflect
payment of investment management/incentive fees and other expenses.
Because of these differences, benchmarks should not be relied upon as an
accurate measure of comparison.
A direct investment in an index is not possible.
FTSE Data disclosure: Source: FTSE International Limited (“FTSE”) © FTSE
2020. FTSE® is a trademark of the London Stock Exchange Group companies
and is used by FTSE under licence. All rights in the FTSE indices and / or FTSE
ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept
any liability for any errors or omissions in the FTSE indices and / or FTSE
ratings or underlying data. No further distribution of FTSE Data is permitted
without FTSE’s express written consent.
“FTSE®” is a trade mark of the London Stock Exchange Group companies,
“Nareit®” is a trade mark of the National Association of Real Estate Investment
Trusts (“Nareit”) and “EPRA®” is a trade mark of the European Public Real
Estate Association (“EPRA”) and all are used by FTSE International Limited
(“FTSE”) under licence).
The FTSE Nareit Equity REITs Index is calculated by FTSE. Neither FTSE
nor Nareit sponsor, endorse or promote this product and are not in any way
connected to it and do not accept any liability.
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About CenterSquare
CenterSquare is a global investment manager focused on actively managed real estate and infrastructure strategies.
Headquartered outside Philadelphia with affiliate offices in New York, Los Angeles, London and Singapore, CenterSquare’s
management team holds an average of 30 years of experience, with expertise across real assets and the liquidity spectrum
As of September 30, 2020, CenterSquare manages approximately $11 billion in assets on behalf of some of the world’s most
well-known institutional and private investors. For more information, visit www.centersquare.com

For more information, please contact:
CenterSquare Investment Management
630 West Germantown Pike
Suite 300
Plymouth Meeting, PA 19462
contactus@centersquare.com
www.centersquare.com

