
 
                   Friday, April 17th 
 
 
Email Subject: The rising influence of private equity in COVID-19 and materiality of systemic social and 
governance risks 
 
 
Friends and Colleagues: 
  
Hope this note finds you safe and well.  As we follow the impacts of COVID-19 at the Predistribution Initiative 
(PDI), we thought you may have interest in this Financial Times article about how cash-strapped companies are 
selling stock to private equity (PE) groups.  As you know, the growth of PE (and private debt) and further 
shrinking of public markets due to COVID-19 is something we're watching at PDI and believe demands extra 
attention, both from the ESG and impact community, as well as policy makers.   
  
As the article highlights, PE investors are well-positioned with significant financial reserves to buy up distressed 
companies.  Furthermore, one of the reasons PE has grown so much since 2008 is because of stimulus and 
policy interventions that are only being repeated and expanded upon in this current financial crisis.  Ironically, 
those very activities have led to excess risk taking in markets, a rise in unstable corporate debt and a looming 
credit crisis, and rising economic inequality (due to high fund manager compensation, financial engineering that 
squeezes workers, fund manager lobbying / political spend / tax avoidance, etc) that has left us in an even more 
precarious situation today.   
  
Many of you have seen some of our previous writing on these topics (e.g. Responsible Investor, Impact 
Alpha, SSIR), where we advocate for stronger ESG and impact frameworks that capture issues such as fund 
manager and investment structures, as well as co-creation of improved investment structures for mainstream 
markets.  Private investing has strong potential to be beneficial for society when structured well, but it also has 
the potential to fortify investor power and extractive practices at the expense of other stakeholders.  This is a 
key reason why our ESG and impact frameworks need to not only address issues at the portfolio company level, 
but also issues with investment structures.  We cannot change the economy by only looking at the corporate 
side of the equation and ignoring the investment side. 
  
Now is a time when we need to engage via public policy and raise awareness among ESG and impact investors 
about our blind spots relating to systemic risk before much more action is taken and it is too late.   
  
This also includes rethinking concepts around the interpretation of fiduciary duty, which is being broadly 
explored in both the ESG and impact communities, as well as the financial materiality of often overlooked ESG 
factors - such as paid sick leave and living wage - at a systemic level.  For instance, as large investors like 
BlackRock, GPIF, and State Street gravitate toward the Sustainability Accounting Standards Board (SASB), we 
need to ensure that SASB's Materiality Map addresses the systemic risks to which such investors are 
exposed.  While the details of quality jobs in terms of compensation and benefits may not be material to a 
particular company, these issues are certainly material when aggregated across portfolios for institutional 
investors and universal owners of the market.  Slides 8 - 21 of a presentation we did for Rights CoLab on this 
may be accessed here.  
  
The importance of these issues that impact stakeholders such as communities and workers demands 
their involvement in co-creating solutions.  This may include participation in governance decisions together with 
investors, as well as rethinking how we value human and natural capital alongside financial capital. 
  
As we fine-tune our agenda and responses to COVID-19, we are glad to discuss potential collaborations, and 
welcome your thoughts and feedback.  Thanks as always for your interest and support.  Together and onwards! 
  
Warmly,  
Delilah and the PDI Team 
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