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The growing demand for advice

11
The demand for Sustainability & ESG consultancy and
solutions is growing rapidly as these topics are prioritised by both
corporates and investors with a focus on driving sustainable
performance, delivering against reportable goals and metrics. Even
against a more challenging economic backdrop, we continue to see
significant market opportunity and increasing consolidation as firms
look to meet this client demand and fast-track their development. In
what remains a fragmented market with limited players of true
scale, new entrants with a market leading niche, or international
platforms with a differentiated and broad service proposition,
leveraging data and analytics, are attracting particularly strong
interest — from both private equity and strategic trade

William Godfrey

Executive Director
M&A Advisory, London
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The Sustainability & ESG market at a glance

Rapid market
growth

Internal and
external pressures

Value creation
opportunity

Targeted capital
allocation

Consolidation in a
fragmented market

The global Sustainability & ESG consulting market is expected to grow
at 17% CAGR over the next five years

Demand is increasing from organisations, big and small, around the
globe including governments, corporates and investment firms

Pressure from investors, consumers, regulators and other stakeholders
is driving the prioritisation of Sustainability & ESG strategies

Structural factors are creating a necessity to implement sustainable
operations to ensure resilience and longevity

The opportunity to drive additional value, rather than just protect it,
through a Sustainability & ESG strategy is encouraging emphasis

Businesses are looking to consultancies for support in embedding
Sustainability & ESG strategies into their long term growth plans

Sustainable finance and the ESG agenda are now key decision making
criteria for asset managers in allocating funds and investments

“Impact” or “Purpose” investing is increasing year on year, with over
25% of European AuM forecast to be allocated to ESG funds by 2025

The rapid evolution and breadth of possible solutions has led to a very
fragmented market with many new entrants

Consolidation is becoming increasingly important to consultancy
businesses looking to expand service line / geographic capability

Source: Verdantix Sustainability report, Deloitte 2022 CxO Sustainability Report, PwC EU Private Markets: ESG Reboot report
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A global consulting sector team

Investec is a leading mid-market Investment Bank, offering a full suite of services to support businesses and their

owners

Our dedicated global Investment Banking team has deep experience of the consulting and professional services market, a core pillar of which is the rapidly growing and highly attractive
Sustainability & ESG market.

Our global consulting and professional services credentials
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Investec Is In the top 100 most sustainable companies:

UN
Sustainable
Development
Goals

Best in class
sustainability

Supporting
our society &
environment

ESG Research

. Product
ratings

Guide clients’
ESG strategy
and goals

Leading
Voices in
Energy
Transition

S&P Corporate
Sustainability
Assessment:

Investec in top 7%
globally and top 2%
of diversified
financials sector

Fani Titi, Investec
CEO, joined the CEO
Alliance, a group of
global leaders tasked
with helping to finance
the UN Sustainable
Development Goals

Investec champions a
holistic attitude to
wider society and the
environment,
preferring to live in it,
not off it

Alicia Forry heads
Investec ESG
Research Product,
which won Best
Specialist ESG
Research at the 2022
ESG Investing Awards
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Invested in people &
growing talent and
leadership in past year
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Female to male employee
ratio, demonstrating
commitmentto a diverse
workforce
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Issued $600m
sustainability-linked
syndicated loan

We also use a research
tool to assess specific
ESG/climate-related
risks for our clients,
leveraging the SASB
framework to determine
a sustainability' score
and can map
companies to the UN
SDGs
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Investec advises world-
leading companies in
the energy transition
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Note: !Corporate Knights’ Global Top 100 Most Sustainable Corporations 2023. Source: Investec Group sustainability report 2022
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A rapidly evolving market
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Multiple factors driving market growth

Global Sustainability & ESG consultancy market and drivers

%
17%

CAGR

Regulation
Climate change
Investor pressure
Rapid urbanisation
Consumer pressure
Natural resource scarcity
Business case advantages

Market disruption driving complexity
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Source: Verdantix Sustainability report
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Market trends differ slightly by service, geography and sector

in Sustainability & ESG focussed

operational transformation
21% CAGR €

in the Sustainability & ESG corporate
reporting and disclosure services market
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Stakeholder pressures are increasing

Push factors

related issues in their businesses

—_

Regulators/
government

Source: Deloitte 2022 CxO Sustainability Report

Corporates are facing pressure from a wide range of stakeholders to act on climate-

Consumers/ Civil society .

clients

Motivators of Sustainability & ESG

‘7796’ ‘7596} ‘7596’ ‘7296, :

Board/
management

Environmental sustainability initiatives,
primarily driven by stakeholder pressure

Stakeholders applying pressure range
from regulators to customers to
employees

Activism playing a bigger role in
generating momentum

Pull factors

Benefits of Sustainability & ESG

» As aresult of Sustainability & ESG
initiatives, customer satisfaction has
improved

» ESG efforts are becoming core to
organisational culture

» Improved profitability and revenue
growth, driven by ESG initiatives are
proving the return on investment thesis

Companies are seeing significant benefits as a result of implementing Sustainability &
ESG initiatives. The top five positives according to senior management are;

45%

38% 949% +47%

said brand said said said said
recognition customer employee employee financial
and satisfaction recruitment morale and metrics L
reputation and well-being (profit,
retention revenue
growth)

Source: Deloitte 2022 CxO Sustainability Report
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An ESG and sustainability focus creates value

Top line growth

Cost reductions

Regulatory and
legal interventions

Productivity uplift

Investment and
asset optimisation

Strong ESG credentials give
corporates credibility that
enables them to win
contracts and customers

Customers are willing to pay
to “go green”. Products and
services with certified green
credentials command a
premium

Reducing waste, a common
ESG strategy goal, by
improving the efficiency of
processes will reduce
operational costs

Examining cost inputs to
improve ESG credentials
often leads to savings gains.
For example, transitioning to
electric delivery vehicles in
turn reducing exposure to
fuel prices
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The risk of regulatory
intervention impacting value
in many sectors is high.
Corporates able to deliver a
stronger external-value
proposition can achieve
greater strategic freedoms

Stronger ESG and
sustainability credentials
reduces companies’ risk of
adverse regulatory action

Challenging recruitment
dynamics have highlighted
the value in purpose led
organisations and their ability
to better attract and retain
staff

Employee satisfaction and
productivity are directly
linked to returns. Fortune’s
“100 Best Companies to
Work For” list generated
2.3% to 3.8% higher returns
than their peers over a 25
year period

Reallocating capital to
projects with long term ESG
and sustainability benefits is
providing opportunity to
protect long term value
(costs from things like single
use plastic regulation)

ESG focussed investment
projects are also
opportunities to generate
newer, faster growing
investment categories that
will generate higher returns
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Global funds allocated to ESG by region (US$tn)
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47.6
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Source: PwC Asset and wealth management revolution 2022 “Exceptional expectations for ESG”
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Global funds allocated to ESG by strategy (US$tn)

0.6
1.6

The rise in sustainability and ESG investing
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A fragmented market — current state
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Breadth of Sustainability consultancy services
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A fragmented market — rapidly evolving landscape
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Consultancies and professional
service firms are continually
adding advisory services to their
portfolio (including sustainability
capabilities) as they look to meet
the evolving needs of diverse
client bases
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Engineering and
infrastructure
consultancies are adding
Sustainability & ESG
capability to their
businesses to meet
demand from clients in

their core sectors

Consolidation amongst the smaller Sustainability &
ESG consultancies is being driven by two forces.
Firstly, by large ESG consultancies looking to build
service depth and breadth. Secondly, by private equity
backed consultancy platforms that have the funding to
execute a buy and build strategy

Global sustainability
consultancies are
adding both
capability and
geographic
presence in a
consolidation
strategy that
prioritises
specialist, higher
value and higher
margin services
compared to ESG
consulting providers
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Significant investment and consolidation activity

Sustainability & ESG

consultancies

Demand for a focussed
Sustainability & ESG consulting
services has led to the rise of
specialist providers

Considerable interest from private
equity is reflective of the high growth
opportunity of platform businesses to
build global scale quickly through a
buy and build strategy

Recent M&A transactions:

inflexion —> d ss”

Delivery
TRILLIMPACT —p @ Delvery

Pt BOWMARK >
oA CAPITAL

connw

»CuraTerrae —> @
i-? Anthesis

_» 8 E4tech
ERM A OPEX

(O ARES = SLR® —> @ res

Paluh}e ~

Diversified consultancies and
large professional service firms

Consultancies and professional
services firms have responded to
demand by acquiring Sustainability &
ESG specialists

Through acquisition and
repositioning existing services, this
group are building deep and broad
Sustainability & ESG practices

Recent M&A transactions:
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Global engineering and
infrastructure consultancies

Sustainability & ESG considerations
are permeating all aspects of
infrastructure and manufacturing
lifecycles

Engineering and infrastructure firms
are building breadth and scale in-
organically to bolster ESG capability
within existing services

Recent M&A transactions:
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Understanding what drives a strategic premium

Key sector value drivers

Specialist, impactful
proposition

Market leading
KPIs

growth end market

Consulting businesses with top quartile KPIs attract a premium

Top priority value drivers

Organic revenue growth e 5%
Repeatable revenue e 50% 85%

e T =
BTG
e coneron L
BT

Large and high

Opportunity
for consolidation

ook
Sustainability premium

EBITDA multiples in the teens and above being seen for best in class assets with leading KPIs

Precedent transactions
33.0x

20.0x

8.9x 8.0x

Technology and specialist
consulting

Management consulting &
professional services

LFY EV/EBITDA

Source: MergerMarket, Investec Intelligence

Listed Comparable Consulting Firms

24.2x

18.9x

6.5%

Technology and specialist
consulting

Management consulting &
professional services

FY23E EV/EBITDA

Source: FactSet as at 21 February 2023, calendarised to 31 Dec
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This document and any attachments (including any e-mail that
accompanies it) (together, “this document”) is for general
information only and is the property of Investec Bank plc
(“Investec”). Investec is authorised by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and
the Prudential Regulation Authority. Investec is registered in
England and Wales (Reg. no. 489604) with its registered office at
30 Gresham Street, London EC2V 7QP. Whilst all reasonable
care has been taken to ensure that the information stated herein
is accurate and opinions fair and reasonable, neither Investec nor
any of its affiliates or subsidiaries or any of its or their directors,
officers, employees or agents (“Affiliates”) shall be held
responsible in any way for the contents of this document. This
document is produced solely for your information and may not be
copied, reproduced, further distributed (in whole or in part) to any
other person or published (in whole or in part) for any purpose
without the prior written consent of Investec. Making this
document available in no circumstances whatsoever implies the
existence of an offer or commitment or contract with Investec or
any of its Affiliates for any purpose.

No representation or warranty, express or implied, is or will be
made and no responsibility or liability is or will be accepted by
Investec or its Affiliates in relation to the accuracy, reliability,
suitability or completeness of any information contained in this
document and any such liability is expressly disclaimed. This
document does not purport to be all inclusive or to contain all the
information that you may need. Investec gives no undertaking to
provide the recipient with access to any additional information or
to update this document or any additional information, or to
correct any inaccuracies in it which may become apparent.
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This document does not take into account the specific investment
objectives, financial circumstances or particular needs of any
recipient and it should not be regarded as a substitute for the
exercise of the recipient’s own judgement and due diligence.
Investec does not offer investment advice or make any
investment recommendations. Recipients of this document should
seek independent financial advice regarding the appropriateness
or otherwise of investing in any investment strategies discussed
or recommended in this document and should understand that
past performance is not a guide to future performance, and the
value of any investments may fall as well as rise.

Investec expressly reserves the right, without giving reasons
therefore, at any time and in any respect, to amend or terminate
discussions with the recipient of this document without prior
notice and hereby expressly disclaims any liability for any losses,
costs or expenses incurred by such recipient.




