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DRIVING CHANGE IN CHALLENGING TIMES  
These are challenging times for investors. They are facing 

uncertainty surrounding inflation, geopolitics and economic 

growth, but still have to earn a minimum financial return while 

trying to make the world more sustainable and equal. 

portfolio institutional’s second annual ESG Club Conference 

sought to tackle these issues by bringing experts together to 

discuss themes as diverse as the energy transition and biodi-

versity.

We also put the quality of ESG data under the microscope to 

see how investors can overcome inconsistences in non-finan-

cial corporate reporting to make better decisions, while a 

group of asset owners and investment managers explained 

how they are making positive social impacts through their 

portfolios. 

The following pages of this supplement review the confer-

ence and highlight our panellists’ insights into the world of 

ESG-led investing. 

We hope to see you at our third annual ESG Club Conference 

on 3 July 2024.
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This year’s conference opened with BlackRock’s Ewa Jackson 

describing the transition to a low carbon economy as “a mega 

force that is shaping the global economy”. 

And there are three drivers that she believes are influencing 

the shape, speed and size of how the transition will unfold. 

The first is policy stimulus in Europe and the US. Then there 

are the technological advances we are seeing across a variety of 

renewables. Finally, there is consumer sentiment.

To help implement net zero into its products, BlackRock has 

developed scenarios of how they believe the transition will un-

fold. These scenarios start with the endpoint – say, a 1.5-degree 

temperature rise in 2050 – and then work backwards from sec-

tor and energy perspectives to see how we can achieve it. 

Predicting the future is not easy, so BlackRock has defined tip-

ping points within technological advances. For example, what 

are the “tipping points” that will make electric vehicles main-

stream? One is if the car is cheaper than the fossil fuel-pow-

ered equivalent, while there is alleviating range anxiety in the 

consumer.

In this transition scenario, sectors and regions BlackRock 

 believes are in the “fast lane” to decarbonise include property, 

energy and light transport, predominantly in developed mar-

kets. It also identifies heavy transport and predominantly 

emerging market assets as being in the slow lane. 

“We are starting to use this scenario in our product develop-

ment,” Ewa Jackson said. 

Powering up 

Picking up the theme that cleantech is not limited to wind and 

solar, Newton Investment Management’s Therese Niklasson 

said that cleantech can be found in the transport, infrastruc-

ture and manufacturing industries. “If we just take the energy 

transition, whether it’s meat replacements or electrification, 

there are lots of areas to look at,” she said. But it is not just 

about cleantech exposure, investment teams are looking at 

how the companies in their portfolios are being powered.

This is an approach adopted by pension pool London CIV, Jac-

queline Jackson said. “We have funds that wouldn’t be 

 described as sustainable but give us an opportunity to engage 

with organisations to support the transition.”

Almost a quarter of London CIV’s infrastructure investments 

are renewables, which will play a part in helping the pool 

achieve its ambitious 2040 net-zero target. “Looking to the 

 future, we will be focusing on not only how we fund decarbon-

isation, but how we invest in clean energy,” Jacqueline Jackson 

said, adding that reforestation and carbon capture technology 

could potentially play a role in the pool achieving carbon 

neutrality. 
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Fossil fuels power our homes and businesses, enable us to travel the world and build products 

that improve our lives. But time has proved that they are also a threat to life on Earth. Breaking 

our reliance on them means finding reliable alternatives, and not just wind farms and solar parks. 

The panel in this year’s ESG Club Conference started with a look at how institutional investors 

can reduce our reliance on oil and gas. 

ESG CLUB CONFERENCE: 

TRANSITION ASSETS – 
A PATHWAY TO NET ZERO 
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BNP Paribas Asset Management understands how influential 

it and organisations such as London CIV are in creating a 

 regenerative economy. “We have long believed that asset own-

ers and asset managers have a key role to play in financing the 

energy transition and helping to achieve net zero,” Thibaud 

Clisson said. 

BNP Paribas AM is committed to slashing its carbon footprint 

by 30% in 2025, from 2019’s levels, and increasing this to 50% 

five years later. 

It also has a framework that classifies companies depending on 

how credible they believe their decarbonisation strategy is. 

“Our goal is to have 60% of our assets under management in 

companies which are either achieving net zero or will be 

aligned by 2030,” Clisson said.

Going forward, the intention is to invest in more climate solu-

tions. But while stewardship will be crucial in shaping corporate 

climate strategies, the asset manager will also work with policy-

makers to ensure that regulation is going in the right direction. 

Gold standard

It is clear that the energy transition offers several opportunities 

to institutional investors, but they are more bullish in some 

 areas than others.  

Eva Jackson says that investors are particularly excited by real 

assets such as infrastructure and real estate. A lot of capex is 

 required to unlock and scale some of these technologies and 

much of that will be upfront financing and through different 

structures. More broadly, in infrastructure, this means hydro-

gen pipelines into the grid and investment in transport. 

And with regard to real estate, by 2030 all commercial build-

ings will need energy performance certificates graded A or B. 

Ewa Jackson believes that around 85% of buildings will need to 

address their rating in order to get to that standard. “So a huge 

amount of capex is required in real estate,” she said. 

“From a thematic perspective, climate resilience is a theme 

which emerged strongly from the transition scenario,” Ewa 

Jackson added. “By 2050, we estimate there to be around a 5% 

impact to global GDP due to climate damage. So once again, 

requiring significant investment to address that.”

However, Newton’s Therese Niklasson pointed out how diffi-

cult it is to achieve consensus on where capital is most needed 

in the transition. “If four economists were sitting on this  panel, 

they would probably not agree on where it’s most needed.”

She added that a lot of capital needs to be deployed globally, but 

in the UK there are 13 million buildings that need to be 

 reworked for installation and heating purposes. “EV needs to 

have an infrastructure around it to make it work.

“The elephant in the room, however, is emerging markets,” 

she added. “Yes, we need investments in Europe and the UK, 

but we won’t achieve the energy transition if we leave emerg-

ing markets behind,” Niklasson said. “That’s where most of 

our emissions will come from in the future.”

Thibaud Clisson sounded an even louder note of caution. “It is 

fair to say that we are not necessarily on the right path,” he 

said. “We are consuming fossil fuels like never before. The 

 effects of climate change are more and more visible.”

He added that the industry needs to act where it has the power 

to. This means bringing greener practices into private markets 

and engagement with policymakers to force through more 

regulation. 

“We also need to address topics which are linked to climate 

change, but not necessarily perceived as being so. I’m referring 

to natural capital. 

“Industry treats climate change and biodiversity as a silo, but 

we should try to treat it collectively,” Clisson said, pointing to 

BNP Paribas AM buying a Dutch sustainable forest and agri-

culture company.

“It’s a great opportunity to help our clients contribute to eco-

system restoration but also a natural carbon storage. This is 

how we can address the issue and make a difference.”

Keeping your enemies close

So, does this mean that to solve the problem, investors should 

embrace problem industries?

“Investing in oil and gas on the path to net zero is a complex 

and potentially contentious issue, but there is an opportunity 

for that sector to have a real impact through targeted engage-

ments,” Jacqueline Jackson says. 

London CIV has voted against Shell and BP for winding back 

on their transition targets and supported shareholder resolu-

tions which requested financial institutions to stop funding 

new oil and gas exploration. 

“But not all oil and gas companies are necessarily created 

equal,” she said. London CIV looks for extractive companies 

which have strong transition ambitions with robust decarboni-

sation strategies. 

“We cannot consume our way out of a crisis by simply decou-

pling emissions against revenues,” she added. “What we look 

for is are our oil and gas companies reinvesting into greener 

technologies.”

Jacqueline Jackson described carbon offsets as a “red herring”, 

but pointed out that there are genuine opportunities to look at 

credible and robust carbon offsets and invest in industries that 

potentially offset portfolio emissions.

Short-term thinking, long-term gains

But what asset managers want you to do around climate risk is 

not uniform, Niklasson said. “There are many clients who 

might want you to focus more short term and are not willing to 

give up performance,” she added. 
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This varies across the world, with the US and Europe taking 

 divergent routes. “This is important to asset managers,  because 

we are not investing our own capital. So that is a big challenge 

we are working on,” Niklasson said.

Then there are the conversations with portfolio managers. 

“You won’t get the attention from the investment team if you 

keep talking about 2050,” she added. “We have to make this a 

much more short-term conversation, looking at the timeframe 

through which they are investing. So we need to roll back the 

dialogue to make it more relevant for the investment teams to 

be incentivized to get involved.”

The other issue is policy and regulation. “It hasn’t gone far 

enough or fast enough for there to be a level playing field,” 

Niklasson said. “Public markets are not going to solve this on 

its own. That is a little bit the frustration at times that it is 

 almost like everyone’s looking to us as investors to solve all of 

this, and for the markets to do its bit to solve the energy transi-

tion and climate issues. And it is not going to happen on its 

own. We need much more clear, uniform policy and regulation 

developments.”

Going underground

However, we appear to be in something of a Catch-22 situation. 

Building wind turbines, solar panels and electric batteries 

 requires minerals, we need more houses, which have to be 

 extracted from the ground beneath us, which is far from kind 

to our planet. 

“We are talking about quite traditional industries that  potentially 

have quite antiquated technologies,” Jacqueline Jackson said. 

But there are emerging opportunities in these sectors, includ-

ing using scrap materials in steel production, or fly ash in the 

production of concrete. “One thing that is often overlooked is 

the siloing of these technological advancements in these types 

of sectors,” Jacqueline Jackson said. “When you look at some of 

the opportunities that are emerging, they are interlinked.”

So mining and technology companies need to come together to 

understand where there can be cross-sector efficiencies, such 

as using waste from one production process in another. “That 

is often an area that gets overlooked because with competition 

and innovation needed, it can be quite difficult,” Jacqueline 

Jackson said.
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TRACKING THE LOW-CARBON 
TRANSITION 

Thematic investing is about looking 

 towards the long-term and orienting port-

folios towards the big structural changes 

that will define our era. With that in mind, 

our BlackRock Investment Institute has 

named the transition to a low-carbon 

economy as one of 5 mega forces that we 

see as structural shifts bringing signifi-

cant changes in profitability across econo-

mies and sectors. The transition to a low-

carbon economy is driving an economic 

transformation spurred by government 

policy, technological innovation, and con-

sumer preferences.¹

In 2022 alone, $1.1trn of global capital 

was committed to low-carbon energy sup-

ply investment solutions, crucial to bring-

ing us closer to the transition to a low-car-

bon economy.²

Investors looking to align their portfolio 

to the transition to a low-carbon economy 

can choose from a range of iShares the-

matic ETFs, that are designed to benefit 

from or contribute to the transition. Let’s 

take a closer look at the themes shaping 

this range.

Clean energy – towards a renewables-

powered economy

A key focus of the transition to a low-car-

bon economy is on the highest-emission 

segment: power generation.³ Industrial 

advances are driving energy independ-

ence and reduced-emissions targets, 

which combine to boost investment in 

clean-energy infrastructure and 

 technology. In 2022, 86% of all newly 

contracted renewable capacity had lower 

costs than fossil-fuel-fired electricity, indi-

cating how production costs associated 

with renewable energy now rival those of 

traditional power sources.⁴

Essential metals – needed for a low-

carbon transition

Minerals such as copper, lithium, nickel 

and rare earth have unique characteristics 

that are useful for constructing the tech-

nology required to transition to a low-car-

bon economy, including renewable 

 energy systems, wind turbines, solar pan-

els and electric vehicles. The acceleration 

of the low-carbon transition, coupled with 

supply-chain challenges, could present 

growth opportunities for miners and pro-

ducers of these essential metals.

Lithium – charging ahead

Lithium is an important metal for electric 

vehicles and energy storage. Companies 

involved in the production of lithium and 

lithium-battery producers could benefit 

from increasing demand for these tech-

nologies, with annual lithium demand 

 expected to increase 22x between 2022 

and 2050 in the Net Zero Scenario by 

BloombergNEF.⁵ 

Copper – wiring the present to the 

future

Copper plays a role in all things linked to 

electrification, so copper miners are one 

of the main groups likely to benefit from 

the low-carbon transition. For instance, in 

power production, copper is used inten-

sively in manufacturing wind turbines 

and solar cells. And in transportation, 

electric vehicles use 2.5x more copper 

than non-electric cars.² By 2035, it’s esti-

mated that copper demand will nearly 

double from 2021 levels, with most of this 

growth coming from transition-related 

demands.⁶

Index funds, including ETFs, can provide 

exposure to strategies with a focus on pre-

paring for, being aligned to, benefiting 

from and/or contributing to the transi-

tion to a low-carbon economy.

To learn more about transition thematic ETFs, 

visit: www.iShares.com.

This document is marketing material. Before investing please read the Prospectus and the PRIIPs KID available on www.blackrock.com/it, which contain a summary 
of investors’ rights.
Capital at risk. The value of investments and the income from them can fall as well as rise and are not guaranteed. Investors may not get back the amount originally in-
vested. Current or future results should not be the sole factor of consideration when selecting a product or strategy. Changes in the rates of exchange between currencies 
may cause the value of investments to diminish or increase. Fluctuation may be particularly marked in the case of a higher volatility fund and the value of an investment 
may fall suddenly and substantially. Levels and basis of taxation may change from time to time.
In the UK and Non-European Economic Area (EEA) countries: this is issued by BlackRock Advisors (UK) Limited, which is authorised and regulated by the Financial 
Conduct Authority. Registered office: 12 Throgmorton Avenue, London, EC2N 2DL, Tel: +44 (0)20 7743 3000. Registered in England and Wales No. 00796793. For your 
protection, calls are usually recorded. Please refer to the Financial Conduct Authority website for a list of authorised activities conducted by BlackRock. In the European 
Economic Area (EEA): this is issued by BlackRock (Netherlands) B.V. is authorised and regulated by the Netherlands Authority for the Financial Markets. Registered office 
Amstelplein 1, 1096 HA, Amsterdam, Tel: 020 – 549 5200, Tel: 31-20-549-5200. Trade Register No. 17068311 For your protection telephone calls are usually recorded. For 
investors in Italy: For information on investor rights and how to raise complaints please go to https://www.blackrock.com/corporate/compliance/investor-right available 
in Italian. For investors in Switzerland: This document is marketing material.
Any research in this document has been procured and may have been acted on by BlackRock for its own purpose. The results of such research are being made available 
only incidentally. The views expressed do not constitute investment or any other advice and are subject to change. They do not necessarily reflect the views of any com-
pany in the BlackRock Group or any part thereof and no assurances are made as to their accuracy. 
This document is for information purposes only and does not constitute an offer or invitation to anyone to invest in any BlackRock funds and has not been prepared in 
connection with any such offer. 
© 2023 BlackRock, Inc. All Rights reserved. BLACKROCK, BLACKROCK SOLUTIONS and iSHARES are trademarks of BlackRock, Inc. or its subsidiaries in the 
United States and elsewhere. All other trademarks are those of their respective owners.  ROID: 3214131

Capital at risk. The value of investments and the income from them can fall as well as rise and are not guaranteed. Investors may not get back the amount originally invested.

1) BlackRock Investment Institute (BII), 2023 Global 
Outlook: New Regime, New opportunities, as at 
31/07/2023
2) Bloomberg NEF Global Low-Carbon Energy Tech-
nology Investment Surges Past $1 Trillion for the First 
Time, as at 26 January 2023
3) IEA CO2 emissions in 2022, as at 30/03/2023
4) IRENA, Renewable Power Generation Costs in 
2022, as at 30/08/2023
5) Bloomberg NEF Electric Vehicle Outlook 2023
6) S&P Global, ‘The Future of Copper - Will the loom-
ing supply gap short-circuit the energy transition?’, 
as at 31/07/2022
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Delivering
Confidence

BlackRock manages the pension savings of over 11 million 
people1 in the UK. We believe that people deserve financial 
security across their lifetime, and that retirement should be 
within reach for everyone. 
 
To make this a reality, we are aiming to build better solutions, 
and making them more accessible.

1 Source: BlackRock as at 30 June 2023. 
Issued by BlackRock Investment Management (UK) Limited, authorised and regulated by the Financial Conduct 
Authority. Registered office: 12 Throgmorton  Avenue, London, EC2N 2DL. Tel: + 44 (0)20 7743 3000. Registered 
in England and Wales No. 02020394. For your protection telephone calls are usually recorded. Please refer 
to the Financial Conduct Authority website for a list of authorised activities conducted by BlackRock. ©2023 
BlackRock, Inc. All rights reserved. MKTGH0923E/S-3086979

FOR PROFESSIONAL CLIENTS ONLY. 

Learn more at blackrock.com/uk

Capital at risk. The value of investments and the income from 
them can fall as well as rise and are not guaranteed. Investors 
may not get back the amount originally invested.

456350 DC branding for PLSA Print Adv_V1b.indd   1456350 DC branding for PLSA Print Adv_V1b.indd   1 03/10/23   2:53 PM03/10/23   2:53 PM



Thibaud Clisson is climate change lead at 
BNP Paribas Asset Management. 

THE RACE TO SECURE A 
GREEN FUTURE: LEGISLATION, 
CHALLENGES, COMPETITION 

Policymakers across the world are com-

mitting billions of dollars to support 

 efforts towards a green future. But the 

lack of an organised approach could set 

off fierce competition for people, power 

and resources, hampering the realisa-

tion of global green objectives. 

We have seen plans to bolster greener 

forms of economic growth announced in 

the US, the EU, China and India. 

Countries have stepped up efforts to gain 

a green competitive edge. This will entail 

transitioning to green products and pro-

cesses, driving green innovation, and safe-

guarding critical mineral supply chains 

needed for the clean energy transition.

The ‘race to green’ began a new phase in 

August 2022 with the Inflation Reduction 

Act (IRA), which seeks to bolster US 

 energy security and decarbonise energy 

production. It includes $500bn (£409bn) 

of spending and tax incentives for renewa-

ble energy to strengthen the domestic sup-

ply of critical minerals and production of 

clean technologies within the US.

Other economies have enacted their own 

green policies:

– The EU’s REPowerEU Plan aims to 

 reduce reliance on Russian fossil fuels 

with an investment package totalling 

 almost €300bn (£259bn). It will be spent 

on clean energy infrastructure projects, 

with the goal of securing the bloc’s supply 

of critical minerals and reaching a 45% 

renewable energy mix by 2030.

– China’s 14th five-year plan totals $4trn 

(£3.2trn) in government expenditure. 

Low-carbon development and innovation 

are a priority: the plan targets 30% renew-

able power, 1,200GW of wind and solar 

capacity and peak emissions – all by 2030.

– India’s 2023-34 Budget pledged 

$4.27bn ($3.5bn) towards green energy 

projects focusing on hydrogen and solar. 

India is looking to use green bonds to 

 decarbonise its vast transport system.

Research on the IRA’s impact found that 

economy-wide emissions should fall by 

43%-48% below 2005 levels by 2035 if 

clean energy deployment accelerates. 

Electricity-specific emissions would 

drop by just 27% without IRA regula-

tions, but by 59% with sped-up clean 

 energy deployment and a high  uptake of 

IRA regulations between 2022 and 2035.

The legislation has had other positive 

 effects, for example, spurring a big push 

for US-based electric vehicle and battery 

production. 

Foreign companies have too been notable 

beneficiaries of the legislation; projects 

include Vietnam’s VinFast’s $4bn 

(£3.2bn) EV factory in North  Carolina and 

South Korea’s Hyundai’s $5bn (£4bn) bat-

tery plant in Georgia. 

As is the US, the EU, China and India are 

focusing policies on renewables in order 

to keep up with increasing energy demand 

without boosting carbon emissions. 

Efforts are centred on securing – and 

where possible onshoring – supply 

chains. One contentious area is that of 

critical minerals, essential components in 

many rapidly growing clean energy tech-

nologies, from wind turbines and power 

grids to electric vehicles.

Demand for these minerals is expected to 

rise quickly as the clean energy transition 

gathers pace. 

There are growing concerns, though, 

about the emergence of critical mineral 

monopolies, resource nationalism and 

frayed international relations as econo-

mies strive to secure supplies and provide 

subsidies to domestic producers.

One of the IRA’s tenets is increasing the 

domestic supply of critical minerals such 

as lithium and manganese. However, 

more local mining may fan environmental 

concerns over water withdrawals, green-

house gas emissions and biodiversity.

The EU is also striving to safeguard sup-

plies of critical minerals and manufactur-

ing capacity. Under the Critical Raw Mate-

rials Act, the bloc looks to bolster 

production of vital net-zero technology 

components to enable a speedy transition 

to a clean economy.

The US, EU, India and China’s plans will 

accelerate the eventual and inevitable 

transition to a lower emissions economy, 

creating a multitude of opportunities for 

stakeholders including investors.

There are considerable challenges, how-

ever. A ‘race to the bottom’ could see more 

local subsidies and incentives for local 

players, fanning resource nationalism, 

triggering further protectionist onshoring 

and increasing geopolitical tensions.

Nonetheless, we believe there is an upside 

given the vast sums economies are setting 

aside: when it comes to climate mitiga-

tion and adaption, every effort helps.

For professional investors. BNP PARIBAS ASSET MANAGEMENT UK Limited, “the investment company”, is author-
ised and regulated by the Financial Conduct Authority. Registered in England No: 02474627, registered office: 5 Alder-
manbury Square, London, England, EC2V 7BP, United Kingdom. www.bnpparibas-am.co.uk This article is issued by the 
investment company. Investors considering subscribing for the financial instruments should read the most recent pro-
spectus or Key Investor Information Document (KIID) available on the website. Opinions included in this article constitute 
the judgement of the investment company at the time specified and may be subject to change without notice. This arti-
cle does not constitute or form part of an offer or invitation to subscribe for, underwrite or purchase an interest in any strategy. The value of investments and the  income they 
generate may go down as well as up and it is possible that investors will not recover their initial investment. Past performance is not a guide to future performance. Private 
assets are investment opportunities that are unavailable through public markets such as stock exchanges. They enable investors to directly profit from long-term invest-
ment themes and can provide access to specialist sectors or industries, such as infrastructure, real estate, private equity and other alternatives that are difficult to access 
through traditional means. Private assets do, however, require careful consideration, as they tend to have high minimum investment levels and may be complex and illiquid.
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Therese Niklasson is global head of 
 sustainable investment at Newton Investment 
Management.

NET ZERO: ADVOCATING FOR 
CHANGE AND A HOLISTIC 
APPROACH 

Evidence of the direct link between the 

human burning of fossil fuels and cli-

mate change is all around us, yet despite 

the increasingly unequivocal science 

there is a long way to go in the fight to 

limit the impact of rising temperatures 

and increasingly frequent volatile weather 

events on our planet.

From an investment perspective, we know 

the current environment is one of signifi-

cant uncertainty for net-zero efforts, with 

economies still recovering from  pandemic 

lockdowns, the continuing Russia/

Ukraine conflict, and capital discipline by 

heavy emitters providing a good short-to-

medium term environment for 

 carbon-intensive securities, albeit with a 

long-term overhang around the potential 

steamroller of regulation. 

As asset managers, we believe our 

 advocacy efforts must call for govern-

ment and industry regulation with gen-

uine ‘teeth’, as voluntary efforts alone 

are  unlikely to be enough to create the 

level playing field to deal with the com-

plexities of issues such as carbon taxes, 

border taxes or offsetting green premi-

ums. For us, this is the crucial mecha-

nism by which net zero will be achieved; 

we  believe that voluntary action from 

consumers and asset owners will strug-

gle to realise the desired outcomes on 

their own. 

At an asset-manager level, we still get a 

sense that the thorny issues are being 

broadly dealt with within responsible 

 investment and environmental, social 

and governance (ESG) team silos, but it 

needs a more holistic approach across 

companies, harnessing the risk function 

and the critical role that investment teams 

need to play. To create that internal eco-

system to deliver on our net-zero pledges, 

it requires a standardised and multi-disci-

plinary approach with ESG teams, ana-

lysts, portfolio managers and senior man-

agement all pulling together.

We are facing some stark realities: fossil-

fuel substitution with cleaner counter-

parts needs to happen more quickly. 

 Energy security and affordability must be 

balanced with climate considerations. 

Crucially, we believe that government reg-

ulation must be strengthened to correct 

the market failure to price emissions, 

which will create the right market consid-

erations to incentivise the transition. 

In the near term, we know that the Rus-

sia/Ukraine conflict may continue to cre-

ate headwinds for the net-zero journey. 

We view it as a short-term ‘speed bump’ to 

the energy transition in that we will see a 

near-term increased reliance on coal and 

gas, but over the longer term we view it as 

an accelerant of the energy transition as a 

number of countries seek to bring for-

ward their clean-energy transition plans.

While there is a huge amount of jargon 

used by asset managers, broader business 

and governments seeking to quantify how 

to achieve net zero, at a fundamental level 

climate change represents a series of risks 

and opportunities for all businesses that 

must be managed. Burying heads in the 

sand and using the past as an indicator of 

the future will not only cause severe dam-

age to our planet, but also result in per-

manent destruction of capital and the 

missing out on the opportunities as new 

industries emerge. 

At Newton, we know there are a concen-

trated number of stocks that produce 

most of our financed emissions. We will 

continue to work closely with them even 

if they do not achieve initial target-emis-

sion reductions. We must also act as advo-

cates to influence the wider system which 

includes government and trade bodies to 

ensure that the right regulatory frame-

work is put in place.

If we are to succeed in our aim of becom-

ing a truly effective net-zero organisation, 

we will need to harness our active engage-

ment approach and a truly company-wide 

buy-in to ensure that all our financed 

emissions have credible transition plans. 

By setting interim targets towards our end 

goal, we will be accountable to our clients, 

via transparent and timely reporting, to 

mark our progress along the way.

Find out more at: 

www.newtonim.com/uk-institutional

Important information This is a financial promotion. These opinions should not be construed as investment or other advice and are subject to change. This  material 
is for information purposes only. This material is for professional investors only. Any reference to a specific security, country or sector should not be construed as a 
recommendation to buy or sell investments in those securities, countries or sectors. Newton manages a variety of investment strategies. How ESG considerations are 
assessed or integrated into Newton’s strategies depends on the asset classes and/or the particular strategy involved. ESG may not be considered for each  individual 
investment and, where ESG is considered, other attributes of an investment may outweigh ESG considerations when making investment decisions. ESG considerations 
do not form part of the research process for Newton’s small cap and multi-asset solutions strategies. Issued by Newton  Investment Management Ltd. ‘Newton’ and/or 
‘Newton Investment Management’ is a corporate brand which refers to the following group of affiliated companies:  Newton Investment Management Limited (NIM), New-
ton Investment Management North America LLC (NIMNA) and Newton  Investment Management Japan Limited (NIMJ). NIMNA was established in 2021 and NIMJ was 
established in March 2023. In the United Kingdom, NIM is authorised and regulated by the Financial Conduct Authority (‘FCA’), 12 Endeavour Square, London, E20 1JN, 
in the conduct of investment business. Registered in England no. 01371973. NIM and NIMNA are both registered as investment advisors with the Securities & Exchange 
Commission (‘SEC’) to offer investment advisory services in the United States. NIM’s investment business in the United States is described in Form ADV, Part 1 and 2, 
which can be obtained from the SEC.gov website or obtained upon request. NIMJ is authorised and regulated by the Japan Financial Services Agency (JFSA). All firms 
are indirect subsidiaries of The Bank of New York Mellon Corporation (‘BNY Mellon’).
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The WWF’s Josephine Quint opened the conference’s biodiver-

sity panel with a few sobering thoughts: “Nature is in a pretty 

awful state,” she said. “We estimate that we have lost 69% of 

our natural world since 1970.”

The figure jumps to as high as 94% in some regions, such as 

Latin America. Yet the situation in the UK is not much better 

with it sitting among the world’s most nature-depleted 

countries. 

This is important for the financial institutions and corporates 

working to keep average temperatures low. “We have to be 

clear: we can’t achieve net zero without nature,” Quint said. 

“Nature loss and climate crises are two sides of the same coin.

“If we look at greenhouse gas emissions globally, 23% come 

from deforestation and land use change,” she added. “If we are 

to achieve net zero by 2050, 37% of the emission reductions 

needed will come from nature, so this is important.”

The natural world underpins our economy with 55% of global 

GDP either highly or moderately dependent on nature, PwC 

has found. This, Quint pointed out, has an impact on companies 

in all sectors, which to some degree are dependent on nature. “If 

there is no nature, there is no supply chain,” she added. 

Nature loss is, therefore, a financial risk. But it is also an oppor-

tunity. The UN estimates that $11trn (£9trn) needs to be invested 

in nature for the world to achieve its biodiversity goals by 2050. 

How to identify and reduce nature risk in portfolios was a 

theme picked up by Lee Backhouse, senior responsible invest-

ment manager at Scottish Widows, who described the task as 

“difficult”. “We are all looking at it with a fair degree of 

trepidation.”

But he added that the first step is to reflect on what nature is 

and to understand the “wacky and wonderful characteristics of 

it”. Then investors can spot any pressure points in their portfo-

lio and how the impact arising from them could interact with 

their risk/return profile. 

Not perfect 

There is data available to help assess nature risk, but investors 

have to decide what methodologies to use and how they fit in 

with their aims. “It’s not an easy task,” Backhouse said. 

This is due to there not being a single methodology to identify and 

reduce nature risk that suits everybody. “There is no one-glove-

fits-all [approach]. There isn’t a silver bullet,” Backhouse said. 

“But the data is there,” he added. “It might not be packaged up 

in the way in which we as an industry like data to be packaged, 

it might not be in the bottles we like, but it is there and it can 

be used.”

Yet there are issues over the quality of the data available, as there 

can be gaps. Backhouse, therefore, warned investors to manage 
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their expectations. “I would encourage anybody looking at 

 nature right now to not get dragged into the perception for a 

need for absolute perfection before you start looking at this.”

What could improve the quality of assessments in this area are 

any potential crossovers with addressing climate change. For 

example, the reporting infrastructure for the Task Force on Cli-

mate-related Financial Disclosures (TCFD) could serve as a 

base to assess and manage biodiversity risk. 

The same could be true if you monitor deforestation, given the 

negative impact land use change has on biodiversity. “There 

are lessons that can be learned from previous work, so you are 

not going into this from a completely new foundation,” Back-

house said. 

For Mette Charles, Aon’s ESG research lead and associate part-

ner, the key challenges trustees and investors face when think-

ing about biodiversity are time and expertise. 

“This is another elephant in the room because trustees are 

 already pushed,” she said. “Agendas are crowded. They already 

have to take on the huge subject of climate change and transi-

tion planning. Then there is stewardship and their implemen-

tation statements. They have a lot on their plate. 

“Now biodiversity comes along. It is highly complex; the 

 issues are difficult to understand and it’s difficult to know 

where to start.

“So time and more expertise is needed,” Charles added. “Trus-

tees need frameworks and guidance, which are still being built 

and defined. It is going to take time and the challenges are 

enormous.”

Mapping it out

There are many aspects to nature risk and its impacts are 

 locally specific, so where to start managing such risks? 

Lucian Peppelenbos, Robeco’s climate and biodiversity strate-

gist, said that the first step is to make a heat map of your sector 

exposures. “The good news is that the science data is pretty 

 solid,” he said. 

Replicating official research, for example, could help find your sec-

tor hotspots – the areas where you have the most nature-related 

risks. “You will find, just like with carbon footprints, that most of 

the impacts and risks are concentrated in a few sectors,”  Peppelenbos 

said, explaining that consumer staples, materials and financials 

carry 75% of the nature risk in some of Robeco’s portfolios. 

“It gives you focus,” he added. “You can zoom into those three 

sectors and reach out to your portfolio managers and ask: how 

are we addressing those risks in these sectors? Can you show it 

in your investment analysis and in your valuations?

“Then it is a matter of pulling up your sleeves and working 

your way through it,” Peppelenbos said.
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Packing it up

Pictet has tackled nature-related risk in their environmental 

funds for some time, while its ReGeneration strategy, which 

was launched in February, specifically engages on the issue.

Examples of the impact Pictet is having in this area include at 

packaging companies. They work mostly with paper, which is 

recyclable, but sometimes a layer of aluminium is used. “90% 

of biodiversity loss comes from resource extraction and the use 

of those resources,” said Gabriel Micheli, Pictet’s senior invest-

ment manager of thematic equities. 

“The more you can reduce that, the more you get towards a cir-

cular economy, the less impact you will have on biodiversity,” 

he added. 

Pictet works with companies to encourage the use of mono 

materials, such as if they use plastic, for example, it is only one 

kind of plastic which can be re-used. 

Another company in its portfolio now uses forest-positive pack-

aging meaning that they are replanting trees in biodiversity 

hotspots like Mexico.

Micheli said that more companies and investors are becoming 

aware of their biodiversity risks. “We have seen the re-rating of 

companies strongly over the past decade [due to climate 

change]. The same is going to happen with biodiversity, as 

companies understand their risk.”

He added that investors are becoming aware of this given that 

consumer preferences are changing, while regulation is mov-

ing in the right direction.

Case by case

This comes back to the same issue: if investors are becoming 

more aware of the need to manage their nature-related risks, 

how should they do it?

When Aon interviews investment managers, how they 

 approach biodiversity is an important part of that conversation. 

“It is interesting, because all of them come back to specific 

 materiality on a case-by-case basis,” Charles said. 

And that is one of the problems with biodiversity. “There are 

no systematic, applied processes to demonstrate,” She added. 

There are, however, online tools that score the materiality of 

ecosystem services. Aon used the MSCI World to discover 

which ecosystem service was the most impactful or risky. The 

answer was water security.

“So that is a thematic way to start, but then you need to drill 

down in terms of locality,” Charles said. “This is just the begin-

ning of a journey.

“There is no silver bullet like with carbon emissions,” she 

 added. “It is early days, but there is data and there are starting 

points to get on with.”

The right framework

Understanding the complexity of nature is crucial in managing 

its risks. “Nature is multi-dimensional,” Backhouse said. 

“There are many interconnections, it is just far too complex for 

one metric to even get anywhere near giving you an indication 

of what is happening.

“If you were to attempt to use a single metric, then you are 

pretty much abandoning that complexity and wonder of 

 nature. And you are going to get little information from it,” he 

added. 

It could take a basket of metrics to understand any particular 

impact across a portfolio, but along with that comes a suite of 

methodologies, because different methodologies rely on differ-

ent metrics.

In response to that, Scottish Widows work closely with the 

 Zoological Society of London in order to bring in a level of 

 understanding that can support their use of metrics and 

methodologies.

Backhouse also likes the EU’s Biodiversity and Business Plat-

form, a biodiversity measurement navigation wheel that ena-

bles investors to identify which metrics, which approaches and 

which methodologies are going to suit their specific needs. 

“That wheel is essentially a performance decision framework,” 
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he added. “And by systematically working through the criteria 

that make up that framework, that enables you to home in on 

what you need.” 

Frameworks will be increasingly important in managing 

 nature-related risks. Indeed, Pictet launched a strategy 10 years 

ago using the framework of the planetary boundaries as a start-

ing point. One of the framework’s nine environmental dimen-

sions is biodiversity. 

Looking at how much value a company has created, relative to 

the resources it uses shows how efficient a company is. “Biodi-

versity is usually the combination of land use, climate change, 

water use and pollution. But if you look at how much value a 

company is creating relative to what it uses, you see a clear 

 impact on financial performance over time,” Micheli said. 

For Peppelenbos, the Taskforce on Nature-related Financial 

Disclosures (TNFD) framework will be highly useful. “It is, of 

course, building on six years of experience of TCFD, replicat-

ing its structure. 

“Now the key challenge is going to be: will it generate data that 

is investment relevant, that is comparable and that we can 

 aggregate in portfolios? Indeed, there is no single metric, it’s 

case by case. That’s the big challenge. 

“Sector is the key here. We need sector by sector guidance on 

what are the key impacts, the key underlying drivers of biodi-

versity loss and the key mitigating actions in a sector to miti-

gate those drivers.

“For nature, we need the same pathways as we have for climate 

change,” he added. “We have sector decarbonisation pathways, 

it gives the timelines, the thresholds and the technologies that 

need to come into place. We need that for nature as well.”

Food for thought 

Another issue that is damaging our ecosystem is how we put 

food on our table. Quint said that our food system is extremely 

damaging for the natural environment. 

“It is the biggest cause of deforestation,” she added. “It is the 

biggest driver of freshwater stress. It is the biggest cause of 

 destruction of wildlife and aquatic life in oceans and rivers.”

Quint called for a rethink on how we tackle the “triple chal-

lenge” of feeding a growing population while maintaining 

 average global temperatures below 1.5-degrees and reversing 

nature loss. “In order to achieve that transformation, we will 

need all stakeholders within the food value chain to work 

 together,” Quint said, adding that such co-operation will have 

to push for much less use of artificial fertilizer, reducing food 

waste and better management of livestock. 

Good COP, bad COP

The conversation then turned from investors to politicians, 

 especially concerning the COP15 meeting in Canada last Decem-

ber, where Peppelenbos was philosophical. “COP15 is nice, but 

what really drives politics here is the law of physics. We are in 

the Anthropocene, a new geological period after billions of years 

where the human footprint is now shaping the Earth’s system. 

“Nature’s cracking and it’s knocking on the doors of politi-

cians, but they don’t really like it because nature doesn’t vote. It 

doesn’t win elections,” he added. 

So politicians reluctantly take it on board through COP15 and 

other frameworks, which have their benefits. “COP15 doesn’t 

have any legal status, but it creates a peer pressure process,” 

Peppelenbos said. “Diplomats are forced together in a room 

where they pursue each other and review their plans. 

“That will help to accelerate this inevitable policy response, but 

it is not going to be a piece of paper that does all of this. It’s the 

laws of physics,” he added.

But COP15 did produce a biodiversity agreement among most of 

the world’s governments. Indeed, 188 countries agreed to protect 

a third of our planet for nature by 2030, which will see more 

support for the world’s rainforests and wetlands. “A deal is only 

as good as its implementation,” Quint said. “We need ambi-

tious national plans that will show how countries will deliver 

against the goals and targets set in this framework.”
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Stephen Freedman is head of research and 
sustainability for thematic equities at Pictet 
Asset Management. 

BIODIVERSITY LOSS IS 
BECOMING A MATERIAL 
FINANCIAL RISK

Biodiversity loss has long concerned sci-

entists and conservationists, but new 

 research shows it has now become a 

 material financial risk. Several studies in 

2023 have found that biodiversity-related 

risks are beginning to affect valuations.

Listed businesses that contribute most to 

biodiversity loss have seen their shares 

penalised, while firms with more sound 

ecological credentials enjoy more favoura-

ble financing costs.

A Swiss  Finance Institute study showed 

that the risk premium investors demand 

on companies with larger biodiversity 

footprints has risen in the past two years.¹

These stocks experienced an additional 

monthly rise in risk premium of 23bps, or 

an annualised increase of 2.8%, for a one-

standard deviation increase in the value of 

their corporate biodiversity footprint.²

This increase occurred between the last 

two COP biodiversity summits, where 

governments agreed the Global Biodiver-

sity Framework (GBF), which researchers 

say has increased awareness about biodi-

versity loss and future regulations.

Emergence of a risk premium

Other research suggests the biodiversity 

risk premium may have existed as far 

back as 2010.

A paper published by the National Bureau 

of Economic Research analysed financial 

statements and annual reports from 2010-

2020. It found that companies more ex-

posed to biodiversity risk saw their stock 

prices underperform compared with oth-

ers when biodiversity risk increased.³

To determine the extent to which biodi-

versity risks are incorporated into equity 

prices, researchers made a two-part study.

First, they constructed a news-based 

measure of biodiversity risk using a natu-

ral language processing model.

Secondly, they built model equity portfo-

lios along sector lines, grouping them 

according to their exposures.

The portfolios held long positions in 

 industries with low biodiversity risk expo-

sure – and short positions in industries 

with high biodiversity risk exposures.

Researchers assumed that if biodiversity 

risk is priced, the return on these biodi-

versity-risk-sorted portfolios should move 

together with their aggregate biodiversity 

news index, effectively behaving like a 

hedging portfolio for biodiversity risk.

The correlations between the return of 

this hedging portfolio and their biodiver-

sity-risk index were positive at up to 0.2 – 

a pattern researchers said was large and 

comparable to those obtained by climate 

hedging portfolios when evaluated against 

aggregate climate news. 

Negative return expectations

A separate group of researchers examined 

companies in industries that have a large 

biodiversity footprint. They found that 

 investors require higher compensation 

for holding biodiversity-impacting firms.

Another study showed the emergence of 

biodiversity risk in fixed income markets. 

Researchers compared the Credit Default 

Swaps (CDS), or the cost of insuring debt 

against default, for a term between one 

and 10 years.⁴ They focused on the infra-

structure industry, a sector that is crucial 

in the tackling of the triple planetary cri-

sis of climate, biodiversity loss and pollu-

tion and responsible for nearly 90% of all 

climate adaptation costs.⁵

They found that companies with better 

 biodiversity risk management had up to 

93bps better relative long-term financing 

conditions than the worst ones with 

 results showing greater difference over 

longer lending periods. This flattening of 

the CDS curve, the researchers  concluded, 

indicates that investors perceive those 

risks as long-term issues.

Biodiversity: not business as usual

Yet this doesn’t mean businesses and 

 investors can afford to disregard biodiver-

sity loss as a risk factor. On the contrary.

The Taskforce for Nature-Related Finan-

cial Disclosures (TNFD) has just launched 

a set of 14 disclosure recommendations 

that are aligned with the GBF. More regu-

latory changes are sure to follow. 

All of which means biodiversity will be a 

major topic for debate across corporate 

boardrooms. It is, in any case, already a 

material financial variable, affecting the 

way firms conduct their businesses and 

how investors allocate their capital.
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or entity who is a citizen or resident of any locality, state, country or other jurisdiction where such distribution, publi-
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upon sources believed to be reliable, but no representation or warranty is given as to the accuracy or completeness 
of those sources. Any opinion, estimate or forecast may be changed at any time without prior warning.  Investors 
should read the prospectus or offering memorandum before investing in any Pictet managed funds. Tax treatment 
depends on the individual circumstances of each investor and may be subject to change in the future.  Past perfor-
mance is not a guide to future performance.  The value of investments and the income from them can fall as well as rise and is not guaranteed.  You may not get back the 
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Lucian Peppelenbos is a climate and 
 biodiversity strategist at Robeco. 

IS IT (IM)POSSIBLE TO INVEST 
IN BIODIVERSITY?

The financial sector has been showing a 

growing interest in investing in biodiver-

sity-related financial instruments. In 

Robeco’s annual climate survey of 300 

global investors, nearly half (48%) indi-

cated that biodiversity is ‘significant’ or 

‘central’ to their investment policy, up 

from only 19% two years ago. Moreover, 

the respondents shared that they are 

 actively seeking to invest in biodiversity-

orientated strategies within the next year.

At the same time, we have seen various 

launches of thematic biodiversity equities 

investment products in the market. This 

raises questions about the criteria and 

metrics applied. How is biodiversity 

measured, and when can we speak of a 

positive contribution to biodiversity? 

The simple fact is that most businesses 

have an inevitable negative environmen-

tal impact from consuming natural 

 resources, emitting carbon dioxide, and 

releasing substances. Economic activities 

that improve the quality or quantity of na-

ture are, in principle, quite limited. So, is 

it possible to invest in biodiversity in the 

first place? The answer generally is no.

Fundamentally, forests, wetlands, rivers 

and oceans do not provide direct returns 

for a company and therefore are hard to 

invest in. A European Investment Bank 

study showed that only 3% of nature-

based solutions projects in the European 

market have a significant private sector 

investor behind it; the rest is funded by 

governments. 

What companies should focus on

Although we do not want to dismiss the 

opportunity of nature-positive investments 

for the private sector, and certainly not in 

the medium and long term, the risk re-

mains that it can distract companies from 

what they should be focusing on now. 

We think companies should concentrate 

on reducing and eliminating the key pres-

sures behind biodiversity loss, such as 

 deforestation, draining wetlands, burning 

fossil fuels or ocean pollution. If these 

pressures on nature stop, or no longer 

reach excessive levels, nature will be able 

to take care of itself. 

We know this can work, as evidenced by 

the recovery of the ozone layer. In 1987 

governments worldwide agreed to ban 

nearly 100 ozone-depleting substances. 

This removed the key pressure, and as a 

result the ozone layer has now recovered 

almost fully.

Bending the curve

The focus of companies and investors 

must be on bending the curve of biodiver-

sity loss. In line with the Global Biodiver-

sity Agreement agreed upon in Montreal, 

they must drive a transition to reduce the 

environmental footprint of production 

and consumption, reach a point of no fur-

ther nature loss in 2030, and from there 

onward realise a pattern of economic 

growth that goes hand in hand with the 

growth of nature. 

To achieve this systemic change, we need to 

rethink what companies are part of the tran-

sition toward a nature positive economy. 

What companies have business models that 

help reduce the pressure on biodiversity 

and hence assist nature in its recovery? 

A small but decent universe

Some listed companies provide solutions 

contributing toward a nature-positive 

world, measured in terms of reduced 

 deforestation, water use and their impact 

on other pressures. Think, for example, 

about alternative proteins, green infrastruc-

ture or water technology companies. There 

is a decent investment universe for these so-

lution providers, but it is relatively small.

In the private equity space, there are start-

ups and scale-ups who are operating in 

 biodiversity-rich locations around the 

globe – often in emerging markets. 

But this is not enough. We can’t rely on 

only financing totally green companies. 

To bend the curve of biodiversity loss, we 

need to address the unsustainable value 

chains that are responsible for biodiversi-

ty loss and their underlying pressures. 

That requires scaling up and speeding up 

systemic change at the larger companies to 

help them achieve nature-positive status. 

Engagement can help with this, and if bio-

diversity does indeed prove to be uninvesti-

ble, it may well be our best way forward.

If you’d like more information about 

 biodiversity investing, please contact:

ukinstitutional@robeco.com
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ESG scores are one of the most debated topics within the sus-

tainable investment arena. The issues surrounding the topic 

were central to the third session of portfolio institutional’s ESG 

Club Conference, appropriately titled: ESG ratings – What’s the 

score?

Starting the discussion, MSCI’s Elchin Mammadov said that 

investors using MSCI’s ESG scores fall into one of two “inves-

tor buckets”. The first is traditional investing, where the focus 

is on maximising returns. Here ESG data is used with their fi-

nancial analysis to help identify risk within a company’s valua-

tion, profitability and competitive position. 

The second bucket is a smaller and more diverse group of 

 investors who analyse the impact assets have on society and 

the environment. “They avoid companies which are making a 

negative impact to focus on those generating a positive  impact,” 

Mammadov said.  

There is also a methodology that uses a mixture of the two 

 approaches. “This is what we call double materiality, where 

 investors think about maximising their risk-adjusted returns, 

but also try to avoid companies that do not make a positive 

 impact,” Mammadov said.

Buyer beware

Addressing the criticism voiced by some investors that ESG 

scores are often too simplistic to be useful, the PLSA’s Joe 

 Dabrowski said: “There is a lot of tension between what pension 

schemes need in practice and what is in the underlying data.”

He also noted that trustees are reliant on advisers and consult-

ants to interpret the data, for which there are different needs 

across the pensions sector based on issues such as the size of 

the scheme. “As a trustee you are looking for information that 

you can trust and readily use, as well as being reliable and com-

parable. But in the ratings space, we don’t have that,”  Dabrowski 

said. 

“It is emerging but is a bit of a buyer beware situation 

presently.”

This poses obvious challenges for investors, especially pension 

funds, when addressing the ratings situation.

Dabrowski was keen to qualify his thoughts that investors, 

 including pension funds, do have accessible data, but he 

stressed a more fundamental point. “How robust it is? How 

comparable it is?” he said.

Questions also surround ratings being unregulated, as well as 

issues concerning governance and system controls. “Investors 

are in a slightly difficult space,” Dabrowski added. “It is a real 

pickle at the moment, and we need to resolve all of that.” 

Are you serious?

Moving the discussion on, Shai Hill, chief executive of data 

provider Integrum ESG, tackled the issue of whether investors 
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can take ratings seriously when there is such divergence 

among providers.  

First, he questioned if there is, in fact, a big divergence.  

“I suppose the answer is, yes.” Hill cited research from the 

Massachusetts Institute of Technology, which compared the 

ratings of ESG providers and concluded that they are more 

likely to disagree than agree on a score. Hardly a reliable 

starting point for investors. “That does lead to a lot of frus-

tration,” he added. 

Hill then started unpicking some of the flawed perceptions 

about ESG scoring. “People want ESG ratings to be like credit 

ratings,” he said. “In my view, that is a foolish expectation, 

 because it took decades to reach a consensus of what makes 

credit worthiness.”

In comparison, Hill said, ESG is an enormous range of topics, 

from the composition of the remuneration committee to the 

amount of air pollutants emitted per annum.

He, therefore, suggested that investors should not be  frustrated, 

as ESG is too wide ranging to be boxed into a single score. 

Material world

That said, there is, he highlighted, a consensus on what the 

material issues are for a company based on its sector, but not 

how material those different issues are. “And what affects rat-

ings is the weighting you put on something,” Hill added. 

“The balance between quantitative and qualitative: how you 

measure that is a huge issue. Do you reward a company for 

having a strong [ESG] policy, or do you ignore it?”

Hill’s central point being the logic behind ESG scoring is  never 

clear. “Why are asset owners and trustees relying on ratings 

they cannot understand?” he asked. 

Then the other Hill on the panel, Mark Hill from The Pensions 

Regulator, highlighted the importance of effective ESG scores. 

“The credibility of ESG ratings has a role to play for corporate 

disclosures to be effective,” he said. “So we are looking at that 

credibility for them to be useful. 

“As a regulator, we are very much aware of all this and is why 

we are looking at how to increase that coverage and  credibility,” 

he added.

As a result, The Pensions Regulator is undergoing a major reg-

ulatory initiative which looks at the statement of investment 

principles and the implementation statements. “What we are 

doing is looking at ESG and climate-related disclosures in rela-

tion to the financial and non-financial considerations. Hope-

fully, the results of that will be published in early 2024,” Mark 

Hill said. 
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“That will hopefully help drive that expansion and credibility,” 

he added. “The integrity of disclosures is very important.”  

Private problem

When it comes to corporate bonds and listed equities, the cli-

mate-related data is pretty good, Mark Hill said, but he added 

that private markets are a challenge. “From a regulatory per-

spective, we want to see an improvement in invested data and 

disclosures made available to trustees, service providers, 

 investment managers and advisers in order to give them a bet-

ter understanding of the risks and opportunities and how to 

manage that,” Hill said. So how can the industry improve the 

quality of non-corporate disclosures? “There is a lot we can do 

for ourselves,” Dabrowski said. 

Thinking about what can and is being done as an industry, he 

cited: guidance on the issue of disclosure, shared experiences, 

looking at implementation statements, case study work, 
 engagement with the regulators, setting out the industry’s 

stewardship expectations and uniformly pushing those as hard 

as possible. 

Dabrowski, therefore, put a strong emphasis on investors, like 

pension funds, playing their part. “That will be driven by get-

ting amongst ourselves some form of consensus on what mat-

ters to us. You hear a lot on that about corporate disclosure, or 

disclosure from asset managers,” Dabrowski added. 

But putting the issue into context, he said that climate-change 

reporting has taken an “incredibly long time” to be part of cor-

porate reports. “You need in some cases the hard rod of legisla-

tion to hold people to account.” 

Nevertheless, there are discussions taking place about ratings, 

which left Dabrowski reasonably optimistic that it will feed 

through to benefit investors. “We need to be able to use all of 

that at any level of [pension] scheme,” he added.

An alternative view 

Returning to the scoring methodology, dealing with the chal-

lenges in MSCI profiling a company and setting an accurate 

score, Mammadov admitted: “It’s not easy.” 

But he added that the way MSCI approaches ratings is through 

collecting a great deal of data. “We take time standardising and 

structuring that data. We have over 400 analysts doing that,” 

Mammadov said.

“But the issue we have is a lot of data reported by companies, 

whether voluntary or mandatory, is not standardised, it is 

 cherry picked,” he added. 

MSCI, therefore, utilises alternative data sources, which 

 includes regulatory data, such as has a company had any  recalls 

or fines, as well as data from non-governmental organisations 

like the World Bank. “More than a third of our ratings are 

 derived from using that third-party data,” Mammadov said.

He added that there is always a methodology behind everything 

MSCI does. “The way we think about the ratings is: what risks 

and opportunities is the company exposed to? And what is the 

company doing in managing those risks?” Mammadov said.

He added that MSCI focuses on six to eight financially  material 

risks for a company, with a weighting for each one of them. “A 

lot of our clients are smart and don’t take the ratings at face 

 value. What they tend to use is the underlying data. Then they 

can adjust the weight of the rating on the key issues they think 

are relevant,” Mammadov said.

Shai Hill added that materiality is important. “If you have a 

tight materiality framework you are looking at the seven things 

that are material for that company,” he said.

Mind the gaps

But what is evident is that there are big gaps in the available 

 data. So how can these be filled? For Shai Hill, it comes back to 

there being transparency issues in the data. Although, he add-

ed: “We have a phrase which is: no disclosure is valuable data. 

As in, don’t try to fill it with some type of estimate or proxy. 

 Estimates are dangerous.”

And he wondered if asset owners know how much estimated 

data they are using. “It is a real concern, one the regulator 

should be concerned about,” Hill said.

Offered to come back on this, Mark Hill from TPR, retorted: 

“Where do you start?” He noted there is an issue of the profes-

sionalisation of trustees, in that they need to have the right 

tools to look at such issues and say: “That doesn’t look right.”

Comparing matters on a geographical basis, how do corporate 

disclosures in the UK versus the US and emerging markets 

shape up? “Europe is leading the way globally in terms of dis-

closures on ESG and climate,” Mammadov said. 

However, he also said it depends on if you are in developed or 

emerging markets, with disclosure better in the former.

“Compared to Europe – the US, China and Canada lag,” he 

added. “In China there is an ESG standard, but it is voluntary. 

And in the US, SEC proposals are still not final.” 

Different strokes 

Although there can be regional differences on different types 

of disclosure. “In the US there is good disclosure on govern-

ance and business ethics. In other parts of the world there is 

better disclosure on diversity, but in some markets it is illegal 

to report that data,” Mammadov added. 

The good news is that many emerging markets are looking to 

adopt frameworks like the Task Force on Climate-related 

 Financial Disclosures (TCFD), which could go a long way in 

helping to standardise reporting globally.

So how far are we from having a compulsory framework on 

disclosure? “It is fair to say it is a while off,” Mark Hill said. 
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But there are positives. He listed a number of initiatives that 

have paved the way for a possible all-embracing disclosure 

framework. “The then chancellor in 2021 talked about a disclo-

sure requirement regime, which was reiterated in a revamp of 

the green finance strategy in March, so the direction of travel 

in that regard has been set,” he said. 

Mark Hill then added: “We have TCFD forming the framework, 

the Taskforce on Nature-related Financial Disclosures is based 

on the foundations of TCFD, we also have the Transition Plan 

Taskforce soon releasing its framework and sector  specific guid-

ance due out in early 2024, which includes asset owners and 

 asset managers. We also have the green taxonomy for the UK. 

“The building blocks are most definitely there to deliver it.” 

Mark Hill continued to note other matters that could get in the 

way – at least in the immediate future. “We have an election 

coming up, so I don’t think we are going to see anything before 

2025 in terms of an integrated, holistic and sustainable disclo-

sure requirement regime.”
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Shai Hill is the chief executive of Integrum ESG. 

DON’T TAKE ESG RATINGS AT 
FACE VALUE 

In the ever-evolving landscape of sustain-

able investing, a disparity has emerged, 

one that raises questions about the credi-

bility of the field. 

In contrast to credit rating agencies, 

which showcase a level of alignment in 

their ratings exceeding 90%, ESG ratings 

providers instead find themselves in a 

state of discord. 

Various academic studies and analysis 

from the CFA Institute have estimated 

correlations between providers in the 

range of 30% to 50%. Analysis on our 

 data at Integrum ESG against MSCI 

shows a correlation as low as 29%.  

Whilst some view this as a significant 

problem, calling into question the credi-

bility of ESG ratings, others perceive it as 

a safeguard against groupthink, high-

lighting the past shortcomings of uni-

formity in credit rating agencies.  

Despite differing perspectives on the 

 issue’s gravity, there’s a widespread con-

sensus on the necessity for transparency 

in scoring methodologies and data 

 sources among rating providers. This 

transparency is vital for investors seeking 

reliability when utilising these ratings in 

their decision-making processes. 

The most widely used provider of ESG 

scores, MSCI, makes available a public 

methodology document, but is opaque in 

terms of how scores and weights are gen-

erated. It does name several ‘key issues’ 

that it has considered and present  whether 

it believes a company is an ‘ESG leader’, 

‘ESG laggard’, or ‘ESG average’ for that 

industry. It is not made public how these 

issues are weighted or what underlying 

data is used to evaluate them. In contrast, 

Integrum ESG equally weights every 

 issue deemed material by the  International 

Sustainability Standards Board (ISSB) 

and applies a transparent 0-4 scoring 

logic. 

Let us look at an example – Automatic 

Data Processing (ADP) is an American 

provider of human resources manage-

ment software and services with a market 

cap of more than $100bn (£81.8bn) and a 

workforce of more 60,000. It has been 

awarded the coveted ‘AAA’ by MSCI every 

year since 2020. In contrast, Integrum 

ESG score ADP the average grade – a 

 mediocre C. 

Identified as an ‘ESG leader’ for issues 

such as ‘privacy and data security’ by 

MSCI, Integrum ESG have scored them 

poorly for these metrics as the company 

does not disclose data breaches and 

 instances of customer data being breached 

– a significant problem in the industry.  

Although it does not align with the key 

 issues deemed material by ISSB, MSCI 

considers ‘climate emissions’ for ADP 

and views them as ‘ESG average’. 

This comes as a surprise to the research 

team at Integrum ESG who find that ADP 

have not calculated and published their 

emissions since 2020. ADP further 

scored poorly on two issues deemed 

 material by ISSB but not mentioned as 

key issues by MSCI – water consumption 

and management of competitive behav-

iour. For these material issues, ADP failed 

to disclose relevant data or outline any 

policies in place to avoid their risks. 

We discovered a theme of multiple large 

software companies and companies 

 responsible for highly sensitive infor-

mation scoring highly by MSCI but fail-

ing to disclose data relating to data 

breaches or loss of customer private 

 information, including Microsoft and 

American Express. 

More generally, there were instances of 

companies being labelled an ‘ESG leader’ 

for issues which the company did not 

 actually publish data on. 

Integrum ESG evaluate material issues by 

applying an objective, publicly available, 

rules-based scoring methodology to 

 assess a company’s own ESG disclosures 

to provide an overall ESG rating. This 

 approach ensures that there is no room 

for analyst subjectivity to influence our 

ESG ratings.  Importantly, this allows 

 investors to  understand why certain 

 issues have been deemed material for a 

specific industry and the precise rationale 

for  assigning a particular score to a com-

pany by showcasing the underlying data. 

Whilst opinions regarding the most 

 important ESG risks for a company will 

often differ, it is imperative to provide a 

detailed explanation for the selected 

 issues and the information and data eval-

uated in the assessment.  

Without this, investors will struggle to 

gain a true understanding of an ESG 

score leading to inefficient, if not danger-

ous, asymmetric information in the 

market.
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“Most investment impact is not achieved through impact 

 investing,” said Dan Neale of the Church Commissioners for 

England as he opened the discussion.

“Most of us can’t be impact-first investors, we can’t take con-

cessionary returns,” he added, explaining that when people 

talk about making an impact, they usually mean that “some 

positive stuff happens” in their investments where the poten-

tial return was the main driver for investing.  

As proof, he pointed to less than 1% of assets under manage-

ment globally are allocated to making an impact, based on  The 

Global Impact Investing Network’s claim that the market is 

worth $1.1trn (£900bn). The main problem is that it is harder 

to make a positive social impact than a positive environmental 

outcome, where an  investment causing less harm to the cli-

mate is acceptable. “You can’t have that equal narrative with so-

cial,” Neale said. “With social we can’t say this is an investment 

with less slaves. It doesn’t have that same ring as having less 

harm on the environment.” 

Another issue with the social pilar of ESG is the lack of offsets. 

“You can’t say that the good we are doing over here makes up 

for the bad over here,” Neale said. “There are positive impacts 

and there are negative impacts with every investment, but they 

do not exist on a balanced scale.” 

However, Abbie Llewellyn-Waters, who is responsible for 

 global sustainable equities at Jupiter Asset Management, disa-

grees with Neale, believing that it is not mutually exclusive to 

have a capital growth objective and a positive impact. “The two 

can co-exist comfortably. It is not one or the other,” she added.

Social mobility 

One “exciting” capital growth opportunity and positive social 

impact multiplier Jupiter is looking at is financial inclusion. 

“There are 1 billion unbanked adults in the global economy, so 

investing in companies that enable the digitalisation of cash-

flow is an important step forward for inclusive economic 

growth,” Llewellyn-Waters said.

This means investing in digital payment operators, payment 

networks or digitalisation-enabling software. “It is important, 

particularly for communities in rural or remote regions where 

they don’t have the infrastructure to facilitate economic inclu-

sion from a financial service provision perspective. That is an 

exciting aspect that we can look at,” she added. 

Another social mobility enhancer in Jupiter’s portfolio is a 

company that makes cochlear implants, which synthetically 

recreate the neural pathways between the brain and the ear. 

“The congenital deafness run-rate for babies is one in 1,000 in 

the developed world. It runs about one in 250 in some other 

 regions,” Llewellyn-Waters said.
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“The economic isolation of deafness can be detrimental to the 

child,” she added. “Treatment for the first two years of life leads 

to almost 100% inclusive economic trajectory for that child.”

Then there is Valspar, a US social mobility enabling paint man-

ufacturer. When a sole trader comes into one of their retail out-

lets, they facilitate full invoicing to enable them to operate on a 

company basis, allowing for decent work and economic growth 

“yet they are selling paint”, Llewellyn-Waters said. 

“So it is an interesting way of looking at the effect your capital 

allocation process and the impact multiplier can have on the 

economy,” she added. 

The four Cs

But how easy is it to make a social impact through investing in 

real assets. In the past 15 years, Legal & General Investment 

Management (LGIM) has invested more than £30bn in assets 

such as transport, schools, commercial buildings and housing. 

“For us, it is about improving asset value and performance, 

and that goes hand in hand with positive social and environ-

mental outcomes,” LGIM’s Shuen Chan said.

There are many reasons why making a social impact is impor-

tant to LGIM, but there is one fundamental driver. “The infra-

structure investments we make and the assets we develop, man-

age and operate are ultimately for people and communities. 

Without them, our business model does not work,” Chan said. 

So LGIM is focused on making place-based impacts. “What we 

ask ourselves is, how can we as real asset investors contribute, 

deliver and catalyse change for the communities where our 

 assets are based,” she added. 

This approach is underpinned by what Chan called the four Cs. 

The first is the community where the asset is based. “The  social 

challenges facing a coastal town such as Poole in southeast 

England are different from the challenges faced in Maryland in 

the US, for example.”

Then there is commercial. “There doesn’t need to be a trade-off 

between driving positive outcomes and commercial returns,” 

Chan said. “There is a proven relationship between real assets, 

building resilient economies and investment returns.”

The third C is collaboration: identifying strategic partnerships 

that help you understand the needs of the local community. 

 Finally, there is being catalytic, in that when you understand 

how you can drive change, you drive it at scale.  

Investing with purpose 

Agreeing with Chan that it is possible to earn a return from 

making a difference to the lives of the most underserved in 

 society, was Anita Bhatia, investment director of the Guy’s and 

St Thomas’ Foundation. 

The foundation’s purpose is to address health inequality. Bha-

tia and her team approach this by looking at countries which 

do not have a public health system. “So how do we make 

 investments, direct or indirectly, that can deliver accessible, 

 affordable healthcare to vulnerable people whose needs are not 

being met?”

But this is not just about access to healthcare. Other themes 

that are connected to this include what impact is climate chang-

ing having on vulnerable populations.  

“There is more volatility in the weather, more floods, more heat 

waves,” she said. “And they affect the poorest in society, the 

people that either end up with severe health conditions or even 

death. So, how can we make investments using climate as a 

sleeve in order to be inclusive?”

Bhatia then moved into diversity, equity and inclusion. “One of 

the trends I’m seeing is the supply of investment opportuni-

ties,” she said. This typically means litigation funds, which are 

trying to address social and racial injustice. “[This] is an excit-

ing space if you are investors in private markets.

“What I would say is, focus on your objective, spell it out and 

then embed it into your investment strategy with either an 

 impact thesis or a theory of change,” Bhatia added. 

Respect and protect 

Setting high standards of human rights is a big part of reduc-

ing inequality, but “ensuring” the protection of those rights 

could be difficult for investors. “Words are to social what num-

bers are to climate,” Neale said. “Ensuring is a tricky word. As 

soon as you get outside of your own business, it is hard to 

 ensure anything. You can require stuff in your contracts, but 

then you go into another tier and another tier, and it gets  harder 

and harder. 

“Governments have a duty to protect and enable human 

rights,” he added. “Businesses have a responsibility to respect 

human rights, which means they need to identify where they 

are linked to such risks. They then need to take action to avoid, 

mitigate and, if necessary, provide access to remedy for those.”

Frameworks such as the UN Guiding Principles set out how 

you could do that. “But the problem with the supply chain 

stuff, is that it is an exponential problem,” Neale said.

Supply chains are not like little links in a neat line, he  explained, 

but more like a network where each link splits into different 

tiers. The chances, therefore, of identifying and mitigating 

against human rights abuses are quite small without having 

strong systems. 

“If your supplier is a tier one family-run farm in Hampshire, 

you probably have a good chance of being able to use your lev-

erage to figure out and address what the risks are,” he said. “If 

it is tier six in China, you are going to be limited in what you 

can do. It is not easy.” 

To improve the chances of success, Llewellyn-Waters recom-

mends that investors commit to the UN Global Compact, 
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which has principles on issues including human rights. “This 

is forced labour, modern slavery and child labour,” she added. 

“This is the base-level standard of what should be acceptable 

for companies operating on a global basis.”

Another way to improve social mobility in supply chains is to 

encourage the living wage. Llewellyn-Waters used the example 

of Unilever, which wants all their tier one suppliers to pay a liv-

ing wage to their employees by 2030 or find another client. 

“The social impact multiplier of that is huge,” she said. “We are 

talking about some of the most vulnerable manufacturing and 

agricultural workers in Brazil, China, India, Indonesia, Viet-

nam and the Philippines.”

The right structure 

Equity gives investors influence over companies, but it is a dif-

ferent story with debt, where lenders do not get a vote. 

LGIM are long-term debt investors, typically lending between 

10 and 25 years. “That long-term element allows us to build 

 relationships and engage with the borrowers,” Chan said. “But 

as lenders there is only so much we can influence once we have 

invested. 

“So it is important that we take into consideration environmen-

tal and, in this case, social factors in the pre-investment stage,” 

she added. 

One example is housing. With many of the world’s homes 

 expected to still be inhabited in 2050, there is a huge retrofit 

challenge to decarbonise that stock. LGIM has invested more 

than £300m in social and affordable housing and linked the 

loans to the borrower’s decarbonisation objectives. 

“This not only meets low-carbon economy objectives, but also 

addresses fuel poverty, because high energy bills are a funda-

mental challenge that the affordable housing sector faces,” 

Chan said.  

Community engagement

Measuring the impact of your investments is not easy. LGIM 

has created a place-based impact framework around the core 

pillars of inclusive economy, quality of life and climate and 

 nature. Beneath that are the key performance indicators.

“Impact, especially social impact, means different things to dif-

ferent people,” Chan said. “Although measurement is impor-

tant and a rigorous and consistent approach is critical, I want 

to stress that when it comes to social impact, measuring some-

one’s quality of life should not be distilled into a number or 

monetary value.

“This is why we approach it by understanding what the needs 

are for the community based on where the asset is,” she added. 

An example of this is that LGIM owns a shopping centre in 

Poole, which is connected to a high street that Chan described 

as “dated and unloved”. “The first thing we did was provide free 

rates for two years for the local businesses on the high street.

“That not only created jobs but generated over £2m of revenue 

for the shopping centre. That comes back to the commercial 

element.”

On community and collaboration, LGIM has developed and 

nurtured organisations to tackle serious local social and envi-

ronmental challenges, including homelessness and patient 

waiting times. One example is its partnership with the NHS by 

building a diagnostic centre in the shopping centre. “As a 

 result, it has driven footfall and, therefore, rental income,” 
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Chan said. “It has treated 4,000 to 5,000 people for ailments 

such as cataract and screening for breast cancer. It has  basically 

driven commercial returns for us.

“This is one of many examples where we are thinking about 

the needs of the community and engaging with them.”

Leaving no one behind

There is a social aspect to the energy transition in the desire to 

leave no one behind as new processes emerge.

“People are at the heart of [a just transition],” Neale said. “You 

have the workers, the community around the workers, the 

longtail supply chain and the consumers of those products. 

These stakeholders are what investors should be thinking 

about when they are looking at those companies. 

“We don’t want to repeat the 70s and 80s with lots of redun-

dancies, where people are left unskilled and the social unrest 

that comes with that,” he added. “We don’t want hollowed out 

communities and we don’t want contagion in the supply 

chain.”

What is needed is decent standards of green jobs coming 

through, supply chains that don’t use forced or child labour and 

affordable energy. “The problem is that green does not always 

equal good. There are social risks that go with that, but they are 

part of the transition that needs to be sorted,” Neale said. 

Representation 

Other societal tailwinds include what Jupiter calls preventative 

healthcare. This is where companies support early detection of 

disease, which usually leads to better patient outcome and 

 lower healthcare costs.

“We like that as a structural tailwind,” Llewellyn-Waters said. 

This means investing in vaccine manufacturers, diagnostics, 

microscopes, heart rate monitors and optical scanner makers. 

“We like that because there is less regulatory risk from a pric-

ing perspective and also the outcomes are typically more posi-

tive in the preventative aspects,” she added. 

It has, for instance, a company in its portfolio that enables 6 

billion diagnostic tests each year for the early detection of can-

cer. “That is a huge social impact multiplier through that prod-

uct aspect there,” Llewellyn-Waters said. “We like those types 

of companies.”

The narrative for female participation has for a long time been 

about representation at senior level, but Llewellyn-Waters 

 believes that we need to “go a bit deeper into the workforce 

characteristics”. 

She pointed to reports from the IMF and World Bank on the 

trillions of dollars that could be added to the global economy 

if there were more women on the global workplace. “This 

feels like an easy, tangible, quantifiable analysis set for us,” 

she added. 

One such company in Jupiter’s portfolio is an Australian bio-

tech, where half of its employees working to improve the 

 efficacy of vaccines are women. 

Llewellyn-Waters closed our conference with a thought that 

 investors should have a greater understanding of the makeup 

of the companies they invest in “and what that can do on a 

 global inclusive growth participation basis”.

“That is also something that you could ask your managers to 

look at on a portfolio aggregate level: what is the female partic-

ipation rate of the companies that you invest in?”
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Abigail Llewellyn-Waters is lead investment 
manager of global sustainable equities at 
Jupiter Asset Management. 

GLOBAL SUSTAINABLE 
EQUITIES: EQUAL FOOTING 

Jupiter’s global sustainable equities 

team discusses the benefits of investing 

in companies which are better enabling 

equality in the workplace. 

Industries around the world are  focused 

on driving greater diversity and inclusion 

across the breadth of their workforce. 

While significant progress has been made 

in recent decades, there is a further oppor-

tunity to align capital to companies attract-

ing and retaining women in the work-

force. In the developed world, analysis can 

be focused on gender pay gaps or inclu-

sive working practices, such as attractive 

parental leave policies; while in the devel-

oping world, analysis includes better 

 understanding accessibility and enabling 

participation of women in the workforce.

The global economy stands to gain from 

enabling more women to enter and, 

 importantly, to remain in the workforce. 

An IMF study shows increased female 

participation in the global economy 

could increase respective national GDPs 

by an average of 35% , showing signifi-

cant economic benefits.

A McKinsey study indicates that compa-

nies with greater diversity and support for 

women’s economic empowerment exhibit 

competitive success, resulting in up to 35% 

higher returns . Considering the social im-

pact multipliers of female workforce inclu-

sion, there is a link to female employment 

rates and reduced household poverty.

Given the above findings, there are frame-

works and considerations we can embed 

to better understand the broader align-

ment of capital allocation decisions, 

through alignment to the UN Global 

Compact, a framework built on ten princi-

ples focused on human rights, labour, en-

vironment and anti-corruption. Aligning 

our investments to the UN Global Com-

pact helps to achieve the societal goals of 

the UN Sustainable Development Goals, 

including SDG 8.5 on “full employment 

and decent work for all women and men”. 

Supportive workplace policy and a broad-

er culture focused on providing flexibility 

are paramount in a decision to return to 

and remain in employment. Our portfolio 

companies leading in this area offer pa-

ternity leave policies in addition to mater-

nity packages well in excess of statutory 

requirements, an important step to 

achieving a more inclusive workforce. 

This also requires employees to be em-

powered and enabled to participate. The 

gap in income poverty between women 

and men increases during women’s peak 

productive and reproductive ages. 

 Globally, 42% of working age women are 

outside the paid labour force, compared 

with a mere 6% of men . For companies 

this means that they risk not being able to 

employ the best people they need. Leading 

approaches address gender equality 

through hiring and employment practic-

es, and steps are taken to address barriers 

and biases to career progression. For some 

sectors where gender representation has 

historically been poor, we have found that 

some leading companies will seek to en-

courage future employees by engaging in 

educational programmes and promoting 

the development of applicable skillsets. 

When applying our capital allocation 

framework, we consider societal norms in 

the developed and developing world and 

specific characteristics of sectoral behav-

iour. Intersectionality with climate change 

and natural capital also exacerbate these 

considerations: extreme heat, scarcity of 

natural resources, such as water, and oth-

er environmental challenges are more 

likely to affect women who depend on 

natural resources for their livelihoods. 

Companies looking to maximise the busi-

ness benefits of gender equality need also 

to look at the approaches taken within 

their suppliers, promoting practices that 

best strengthen supply chains by securing 

labour rights and economic participation. 

As well as strengthening their own busi-

nesses this can have large impacts for so-

cial mobility and economic inclusion. 

According to the SDGs, gender equality is 

a human right and a foundation for a 

peaceful, prosperous and sustainable 

world. Currently, the world is not on track 

to achieve gender equality by 2030. 

Given our 10-year investment horizon, 

aligning to progress in achieving the soci-

etal goals embedded in the SDGs, in our 

view, will not only result in attractive long-

term economic return but also in more 

sustainable businesses which are leading 

the transition to a more sustainable world.

The value of active minds – independent thinking: A key feature of Jupiter’s investment approach is that we eschew the 
adoption of a house view, instead preferring to allow our specialist fund managers to formulate their own opinions on their 
asset class. As a result, it should be noted that any views expressed are those of the author(s), and may differ from views held 
by other Jupiter investment professionals.

Important information This document is intended for investment professionals and is not for the use or benefit of other persons. This document is for informational 
purposes only and is not investment advice. Market and exchange rate movements can cause the value of an investment to fall as well as rise, and you may get back less 
than originally invested. The views expressed are those of the research team at the time of writing, are not necessarily those of Jupiter as a whole, and may be subject to 
change. This is particularly true during periods of rapidly changing market circumstances. Every effort is made to ensure the accuracy of the information, but no assurance 
or warranties are given. Holding examples are for illustrative purposes only and are not a recommendation to buy or sell. Issued in the UK by Jupiter  Asset Management 
Limited (JAM), registered address: The Zig Zag Building, 70 Victoria Street, London, SW1E 6SQ is authorised and regulated by the Financial Conduct Authority. Issued in 
the EU by Jupiter Asset Management International S.A. (JAMI), registered address: 5, Rue Heienhaff, Senningerberg L-1736, Luxembourg which is authorised and regu-
lated by the Commission de Surveillance du Secteur Financier. No part of this document may be reproduced in any manner without the prior permission of JAM/JAMI.
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Shuen Chan is head of responsible investment 
and sustainability at LGIM Real Assets. 

MAKING A SOCIAL IMPACT 
WITH ‘THE BIG S’ 

Shuen Chan breaks down LGIM’s 

 approach and track record on social 

impact. 

Against a backdrop of widening social 

 inequality, we firmly believe that real 

 estate owners and investors have a unique 

opportunity to play a tangible role in 

 delivering on the ‘S’ of environmental, 

 social and governance (ESG) 

considerations. 

Real assets are physically embedded 

 within a place, often providing critical 

 infrastructure and have numerous touch-

points with the local community, influ-

encing how people live, work and play. We 

therefore believe real estate owners are in-

herently well placed to deliver positive so-

cial outcomes for local communities, con-

tribute to levelling up across the UK’s 

towns, cities and regions and aligning 

with L&G’s inclusive capitalism 

principles. 

One way we do this is by considering the 

long-term impact of our investments on 

the local communities in which our assets 

are located. We call this a place-based 

 impact approach. 

Delivering social impact should not, in 

our view, come at the expense of 

 risk-adjusted returns for investors. In 

fact, we believe social impact can enhance 

returns over the longer term. There is a 

compelling argument for real estate own-

ers to consider social impact as an indis-

pensable part of their investment process, 

in much the same way as environmental 

considerations are becoming an integral 

part of the investor toolkit. 

We define social impact as the  intentional, 

additional, and attributable economic, 

 social and environmental benefits to com-

munities as a result of our investment. 

We adopt a place-based approach. This 

means taking an asset-level view as to 

how we could intentionally contribute, 

deliver and catalyse positive outcomes 

that address local needs. 

The communities in which we operate 

face different challenges, have different 

wants and needs – some areas are facing 

an under-supply of good quality, afforda-

ble housing, others are facing challenges 

around ageing demographics. 

It’s therefore essential that the measure-

ment of impact is adapted and flexed to 

consider the specific asset, and its con-

text. While delivering positive outcomes 

for local communities is key, it’s also vital 

that this impact aligns with our commer-

cial objectives, protecting the investments 

of our investors, many of whom will be 

pension funds. 

We have adopted this approach at The 

Dolphin Community and Shopping Des-

tination in Poole. In partnership with the 

NHS, we welcomed the first outpatient 

assessment clinic in a shopping centre, 

and the first in Dorset, to help tackle long 

patient waiting lists. We now know that 

more than half of patients stay and shop 

within the asset following their medical 

appointment. So, alongside delivering 

positive social outcomes for the commu-

nity, we’re bolstering footfall and revenue 

for our occupiers, creating a relevant and 

resilient asset, and therefore, seeking to 

drive returns for our investors. 

Meanwhile, our Kingland initiative, pro-

viding 10 shops to independent, Dorset-

based businesses rent and rates free for 

two years, has transformed a once vacant 

section of the high street into an eclectic 

mix of independent retailers, selling a 

range of goods from plants to fish, coffee 

to restored furniture. Through our inter-

vention, these small businesses have been 

given the support they need to establish 

and grow, contributing to an ecosystem at 

The Dolphin, which also includes a flexi-

ble office and co-working facility, wellbe-

ing hub and events space. 

We are convictional that adopting a place-

based impact approach to real assets 

 investments can deliver strong, long-term 

risk-adjusted returns while also improv-

ing the lives of people living in the com-

munities in which our assets are located.

Key Risk Warnings Past performance is not a guide to future performance. For professional investors only. The value of investments and the income from them can go 
down as well as up and you may not get back the amount invested. The details contained here are for information purposes only and do not constitute investment advice 
or a recommendation or offer to buy or sell any security. The information above is provided on a general basis and does not take into account any individual investor’s 
circumstances. Any views expressed are those of LGIM as at the date of publication. Not for distribution to any person resident in any jurisdiction where such distribution 
would be contrary to local law or regulation. 
This financial promotion is issued by Legal & General Investment Management Ltd. Registered in England and Wales No. 02091894. Registered office: One Coleman Street, 
London EC2R 5AA. Authorised and regulated by the Financial Conduct Authority.
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