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In May 2020, Mercer published Diversity Dressing: The Hidden Figures, in which we
examined gender diversity amongst key decision makers (KDM) listed on MercerInsight™.
Three years on, we revisit the data to see how the gender profile has changed in the global
investment management industry. Improvement in the headline figure is only marginal,
but we do find some small yet encouraging signs of progress.

We refer readers to the technical footnote at the end of this report for important
comments on the data, methodology and assumptions used before turning to the results
of our analysis.

The headline figures

A snapshot of MercerInsight™ on 1 December 2022 revealed 21,452 unique individuals
assigned as a KDM to at least one investment strategy by any investment manager on the
database. Of these, we identified 13.7% as female, compared to 12.0% three years prior,
on 1 December 2019. These results are tabulated in Figure 1, together with the gender
profile of those ceasing to be (‘KDM out’) or becoming (‘KDM in’) an assigned key decision
maker during the period.

Figure 1. Summary of key decision makers 2019-2022

Sample % Female

1 Dec 2019 20,040 12.0%
KDM out 6,109 14.4%
KDM in 7,521 18.8%
1 Dec 2022 21,452 13.7%

Source: MercerInsight™

The increase from 12.0% to 13.7% is disappointingly small, equating to only +0.6%
annually. The proportion of newly assigned KDMs who are female is a little higher, at
18.8%, but we should not sugar-coat our disappointment that the increase in the headline
figure was not higher.
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KDMs by country and region

MercerInsight™ also records the country in which each KDM is based (i.e. where they live),
SO we can see variations across countries and regions. The results for 2022, showing the
percentage of female KDMs by country (regardless of the type of strategy they manage),
are charted in Figure 2, where the dotted line represents the world average of 13.7%.

Figure 2. Key decision makers by country/region (% female)
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The individual country data is generally not much different to that of 2019. Of the 30
countries shown, the percentage of female KDMs has increased in 22 (notably Spain,
Belgium and South Korea), remains unchanged in one and has fallen in seven (including
Taiwan, Malaysia, Finland and Italy, albeit the first two from a very high base in 2019). The
three largest countries by number of KDMs (USA, UK and Australia) have all seen female
representation increase (by 1.4%, 2.0% and 2.9%, respectively).

In regional terms, Asia (excluding India and Japan) is still ahead of the rest of the world,
followed by Europe, but with the Latin countries ahead of their Germanic/Nordic
neighbours. The USA and UK are both broadly near the middle, not too far from the World
average. The laggards are India, UAE, Japan and New Zealand (although the sample size in
the latter is small).
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KDMs by strategy/asset class

The next chart shows the percentage of female KDMs by asset class, regardless of the
country in which they are based.

Figure 3. Key decision makers by strategy/asset class (% female)
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Cash management has the highest participation rate for females and hedge funds the
lowest, as was the case in 2019. Curiously, cash is an asset class typically associated with
low fees, whereas hedge funds are much more expensive but have the lowest female
representation. That said, our key takeaway from this chart is that the range between
highest and lowest is much greater across countries than across asset classes. Gender
diversity is more impacted by where people live than the type of strategy (asset class) in
which they are involved.
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KDMs by industry tenure

A further question we ask about each KDM is when they first started working in the industry,
from which we can deduce industry tenure. Managers have supplied this data for 17,430
(over 80%) of the KDMs in our sample, and we summarise this information in Figure 4.

The green (female) and blue (male) in each column indicate the number of KDMs within
each industry tenure cohort. The largest cohort is for KDMs with 20-25 years of industry
experience, after which the size of cohorts shrinks (as KDMs begin to retire). The smallest
number of KDMs are in the 0-5 year cohort, which is unsurprising as professionals are
typically only promoted to KDM after having served a period of ‘apprenticeship’.

Figure 4. Key decision makers by industry tenure
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What is most interesting in this chart are the purple (2019) and pink (2022) lines, which
show the trend in the proportion of female KDMs by cohort. Among longer-tenured KDMs
(25+ years), the proportion of females in 2022 (~10% or less) was not much different to that
of 2019 and well below the current world average (13.7%). However, among shorter-
tenured KDMs, the proportion was much higher, and in the 0-5 year cohort, 32% of KDMs
were female in 2022. This is a noticeable increase from 2019 (19%), which is encouraging.
It is also above 30%, the level at which (based on critical-mass theory in politics) many
commentators believe a minority becomes an influential body that can affect change. This
encouraging sign extends to the 5-10 year cohort, where there has also been a noticeable
increase in the proportion of female KDMs since 2019 (albeit not yet at the 30% level). At
this stage, we are unable to tell if these increases are due to changes in new graduate
hiring or improved retention practices after mid-career/parental breaks (an area for future
investigation); nevertheless, the increases are encouraging.

© 2023 Mercer (US) LLC. All rights reserved. 4



Diversity Dressing - Progress evaluation

Conclusion

While we are disappointed not to see greater improvement in the headline figures over the
last three years, there are signs of progress. It is particularly pleasing to see that among
decision-making professionals in the earlier stages of their careers, the proportion of
women is significant and increasing. This indicates that investment managers are not only
hiring more women for entry-level positions but also promoting them to decision-making
roles. While this is encouraging, it will take some time for the increase in younger KDMs to
‘move the needle’ for the overall headline figures, and there is much more to be done, but
it is certainly a step in the right direction.

Mercer firmly believes that a diverse team with shared values is more likely to outperform
its less-diverse peers. As such, we actively focus on diversity, equity and inclusion (DEI) as
well as culture when reviewing any investment manager. Diversity goes far beyond just
gender, and we consider a wide range of aspects, including identity diversity (such as
gender, ethnicity, nationality and age) and cognitive diversity (how people think or
approach problem-solving). A manager’s corporate policies are also important. For
example, does it have a formal DEI policy, has it set targets, does it use unconscious bias
training and allow flexible working, and how does it hire staff? We continue to consider
these factors during the manager review process and monitor them at the industry level.
We will look to publish more on this in due course.

Michael Kinney, CFA, FIA
Senior Asset Class Specialist

Connectin g investors Mercerinsight® Community
for richer insights

Join the MercerInsight® Community for

personalized, curated research to help you make
informed decisions about your investments.

Join now
insightcommunity.mercer.com

© 2023 Mercer (US) LLC. All rights reserved. 5



Diversity Dressing - Progress evaluation

Technical footnote on data, methodology and assumptions

The data used in this analysis is sourced from MercerInsight™. We ask managers around
the world to submit all sorts of information to this platform, including the individual KDMs
for each strategy. For this purpose, KDMs are defined as portfolio managers, dedicated
analysts and investment committee members who are meaningfully involved in decision-
making and are accountable for portfolio and performance outcomes. For this analysis, we
used these KDM listings exactly as provided by the contributing managers. While we would
hope that all managers endeavour to keep KDM listings up to date, our anecdotal
observation is that this is not always the case. We think it likely this introduces some bias
to the data (and therefore results); for example, if a manager is slow to remove a male
KDM who may have retired, this may overstate the number of male KDMs. However, while
this may introduce bias to the absolute headline figures, it is less likely to impact the
changes in the results between 2019 and 2022 as both end points are exposed to the same
bias.

It is also important to note the gender classification of individual KDMs. Mercer fully
recognizes the importance of an inclusive culture within any firm, including our own, but
for the purposes of this analysis, we are limited to a binary male/female classification. We
acknowledge that there will be professionals within the data who self-identify in different
ways. We have used a number of techniques to assign a gender to each KDM, including: (a)
the classification as provided by the manager; (b) according to the title of the individual
(e.g. Mr, Ms); (c) pronouns used within biographical details, and (d) probability of gender
based on given names according to US census data. Thereafter, individuals are only
identified by a unique numerical ID and the results are presented in aggregate form only.

Race, ethnicity and other measures of identity were not considered in this analysis. We
recognize that professionals represent a broad range of races and ethnicities globally. The
multi-jurisdiction orientation of the analysis poses challenges in collecting race/ethnicity
data (specifically, it is illegal to do so in certain countries), and furthermore, we are unable
to infer individual characteristics in the same way that we can with gender (e.g. through
the use of titles and pronouns).
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References to Mercer shall be construed to include Mercer (US)
LLC and/or its associated companies.

This contains confidential and proprietary information of Mercer
and is intended for the exclusive use of the parties to whom it
was provided by Mercer. Its content may not be modified, sold or
otherwise provided, in whole or in part, to any other person or
entity without Mercer’s prior written permission.

This does not constitute an offer to purchase or sell any
securities.

The findings, ratings and/or opinions expressed herein are the
intellectual property of Mercer and are subject to change without
notice. They are not intended to convey any guarantees as to the
future performance of the investment products, asset classes or
capital markets discussed.

Past performance does not guarantee future results. Mercer's
ratings do not constitute individualized investment advice. The
value of investments can go down as well as up, and you may not
get back the amount you have invested. Investments
denominated in a foreign currency will fluctuate with the value of
the currency. Certain investments, such as securities issued by
small capitalization, foreign and emerging market issuers, real
property, and illiquid, leveraged or high-yield funds, carry
additional risks that should be considered before choosing an
investment manager or making an investment decision.

Portfolio expectations are forward looking and reflective of
Mercer's capital market assumptions, as defined by asset class
and incorporating return, standard deviation, and correlations.
Our process for setting asset class expected returns begins with
developing an estimate of the long term normal level of
economic growth and inflation. From these two key assumptions,
we develop an estimate for corporate earnings growth and the
natural level of interest rates. From these values, we can then
determine the expected long term return of the core asset
classes, equity and government bonds. We combine current
valuations with our expectations for long term normal valuations
and incorporate a reversion to normal valuations over a period of
up to five years. Volatility and correlation assumptions are based
more directly on historical experience except in cases in which
the market environment has clearly changed. Manager impact on
performance is not incorporated into expectations. The views
expressed are provided for discussion purposes and do not
provide any assurance or guarantee of future returns.

This does not contain investment advice relating to your
particular circumstances. No investment decision should be made
based on this information without first obtaining appropriate
professional advice and considering your circumstances. Mercer
provides recommendations based on the particular client's
circumstances, investment objectives and needs. As such,
investment results will vary and actual results may differ
materially.

For Mercer’s conflict of interest disclosures, contact your Mercer
representative or see http://www.mercer.com/conflictsofinterest.
Information contained herein has been obtained from a range

of third-party sources. Although the information is believed to
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be reliable, Mercer has not sought to verify it independently. As
such, Mercer makes no representations or warranties as to the
accuracy of the information presented and takes no
responsibility or liability (including for indirect, consequential or
incidental damages) for any error, omission or inaccuracy in the
data supplied by any third party.

Mercer does not provide tax or legal advice. You should contact
your tax advisor, accountant and/or attorney before making
any decisions with tax or legal implications.

Not all services mentioned are available in all jurisdictions.
Please contact your Mercer representative for more
information.

Investment management and advisory services for US clients
are provided by Mercer Investments LLC (Mercer Investments).
Mercer Investments LLC is registered to do business as “Mercer
Investment Advisers LLC” in the following states: Arizona,
California, Florida, Illinois, Kentucky, New Jersey, North
Carolina, Oklahoma, Pennsylvania, Texas and West Virginia; as
“Mercer Investments LLC (Delaware)” in Georgia; as “Mercer
Investments LLC of Delaware” in Louisiana; and “Mercer
Investments LLC, a limited liability company of Delaware” in
Oregon. Mercer Investments is a federally registered
investment adviser under the Investment Advisers Act of 1940,
as amended. Registration as an investment adviser does not
imply a certain level of skill or training. The oral and written
communications of an adviser provide you with information
about which you determine to hire or retain an adviser. Mercer
Investments’ Form ADV Parts 2A and 2B can be obtained by
written request directed to: Compliance Department, Mercer
Investments, 99 High Street, Boston, MA 02110.

Certain regulated services in Europe are provided by Mercer
Global Investments Europe Limited and Mercer Limited. [Only if
discussing MGIE funds] Mercer Global Investments Europe
Limited is regulated by the Central Bank of Ireland under the
European Union (Markets in Financial Instruments) Regulation
2017, as an investment firm. Registered officer: Charlotte
House, Charlemont Street, Dublin 2, Ireland. Registered in
Ireland No. 416688. Mercer Limited is authorized and regulated
by the Financial Conduct Authority. Registered in England and
Wales No. 984275. Registered Office: 1 Tower Place West,
Tower Place, London EC3R 5BU.

Investment management services for Canadian investors are
provided by Mercer Global Investments Canada Limited.
Investment consulting services for Canadian investors are
provided by Mercer (Canada) Limited.

Investment advisory services for clients in Brazil are provided
by Mercer Human do Brasil (Mercer Brazil), a company
regulated by the Brazilian Securities and Exchange Commission
to provide Financial Advisory services.

Investment advisory services for clients in Mexico are provided
by Mercer Asesores en Inversion Independientes, S.A. de C.V.,
regulated by the Comision Nacional Bancaria y de Valores, with
number of authorization 30125-001-(14754)-30/01/2019
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