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International ESG debate –

challenges and opportunities



Why Responsible 

Investment is important



The world as we know it is changing 

… changing in some dramatic ways 
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World wealth
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US chief 
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Executive pay*

Source: Washington DC-based Economic Policy Institute
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market growth



Gender inequality in Australia

Source: Australian council of superannuation investors

Women currently represent 19.6%
(average %) of ASX200 boards
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The PRI’s role in creating a 

sustainable global financial system



The financial crisis bill is significant

PAY NOW!

trillionUS$50–90
Total amount is between



Today the system is broken: World 

Economic Forum – Global Risks Report 

This is the
environmental

concerns

have 
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considerations
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Failure of climate-change adaptation

Energy price shock

Critical information infrastructure breakdown

Fiscal crises

Unemployment or underemployment

Biodiversity loss and ecosystem collapse

Categories

1

2

3

4

5

6

7

8

9

10

1

2

3

4

5

6

7

8

9

10



Australia – life expectancy 

84.7 Women

Men years79.7
years
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ESG issues can no longer be 

ignored …

http://www.bdlive.co.za/business/mining/2013/10/16/call-for-lonmins-mining-licence-to-be-suspended
http://www.bdlive.co.za/business/mining/2013/10/16/call-for-lonmins-mining-licence-to-be-suspended
http://www.bloomberg.com/news/2013-11-12/bangladesh-labor-protests-on-wages-shut-100-garment-factories.html
http://www.bloomberg.com/news/2013-11-12/bangladesh-labor-protests-on-wages-shut-100-garment-factories.html
http://www.businessinsider.com/world-bank-losses-from-extreme-weather-now-at-200-billion-per-year-2013-11
http://www.businessinsider.com/world-bank-losses-from-extreme-weather-now-at-200-billion-per-year-2013-11
http://dealbook.nytimes.com/2013/11/18/justice-department-poised-to-announce-mortgage-deal-with-jpmorgan/
http://dealbook.nytimes.com/2013/11/18/justice-department-poised-to-announce-mortgage-deal-with-jpmorgan/
http://www.telegraph.co.uk/finance/newsbysector/energy/oilandgas/10406954/BPs-bill-for-Gulf-of-Mexico-spill-set-to-hit-43bn.html
http://www.telegraph.co.uk/finance/newsbysector/energy/oilandgas/10406954/BPs-bill-for-Gulf-of-Mexico-spill-set-to-hit-43bn.html
http://online.wsj.com/news/articles/SB10001424127887324407504578188342618724274
http://online.wsj.com/news/articles/SB10001424127887324407504578188342618724274
http://www.ft.com/cms/s/0/cc61926e-e9f3-11e2-b2f4-00144feabdc0.html
http://www.ft.com/cms/s/0/cc61926e-e9f3-11e2-b2f4-00144feabdc0.html
http://www.ft.com/cms/s/0/20e5fe62-2462-11e3-8905-00144feab7de.html
http://www.ft.com/cms/s/0/20e5fe62-2462-11e3-8905-00144feab7de.html


The PRI - at a glance

Launched in April 2006 at the NYSE, 

the Principles for Responsible Investment has:

2 1400 59 6+



The six principles

We will incorporate 

ESG issues into 

investment analysis 

and decision-making 

processes

We will be active 

owners and 

incorporate ESG issues 

into our ownership 

policies and practices 

We will seek 

appropriate 

disclosure on ESG 

issues by the entities 

in which we invest

We will promote 

acceptance and 

implementation of the 

Principles within the 

investment industry

We will work together 

to enhance our 

effectiveness in 

implementing the 

Principles

We will each report 

on our activities and 

progress towards 

implementing the 

Principles



This is about being a better investor

PERFORMANCE

‘The high-sustainability companies dramatically 

outperformed the low-sustainability ones in 

terms of both stock market and accounting 

measures.’

not philanthropy



This is about being a better investor

RISK MANAGEMENT

‘… the links between ESG factors and financial 

performance are increasingly being recognised. On 

that basis, integrating ESG considerations into an 

investment analysis so as to more reliably predict 

financial performance is clearly permissible and is 

arguably required in all jurisdictions.’

not breach of fiduciary duty



This is about being a better investor

RETURNS

‘There are positive, strongly statistically 

significant positive abnormal returns associated 

with going long good corporate governance 

firms and shorting those with poor governance.’

not sacrifice



This is about being a better investor

DIVERSE APPROACHES

‘We believe that ESG analysis should be built into 

the investment processes of every serious 

investor and into the corporate strategy of every 

company that cares about shareholder value.’

not just excluding ‘unethical’ investments



This is an inevitable agenda that is  

gathering momentum

Assets under management

(US$ trillion)

Number of 

signatories

Number of signatories

Assets under management



Our Environmental, 

Social and Governance 

(ESG) Priorities



The issue of tax transparency 

is of concern to all organisations

• In the autumn of 2014, the G20, during 

its final meeting of the year, received 

from the OECD its first 

recommendations for a coordinated 

international approach to combat tax 

avoidance by multinational enterprises. 

• The recommendations come under the 

G20 and OECD Base Erosion and 

Profit Shifting Project designed to 

create a single set of international tax 

rules to end the erosion of tax bases 

and the artificial shifting of profits to 

jurisdictions to avoid paying tax.

Multinational tax avoidance



Climate

because of its potential to seriously impact water, food, 

land and biodiversity – all of which can have enormous 

consequences for the health and well-being of humankind, 

and the sustainability of the global economy. 

Climate change is one of the biggest 

challenges facing the world today … 

With overwhelming scientific 

evidence supporting the increased 

rate and level of climate change, it 

is essential that governments act 

NOW and make climate change a 

top priority. 



In response to the fossil fuel 

free divestment campaign …

Climate-Divestment across the globe

the Australian National University (ANU) decided to 

engage the services of a socially responsible investment 

analyst firm to look at climate change issues. 

This sparked a heated debate between academia and 

government, which raised the issue of climate change 

as a business risk. The student divestment movement, 

which started in the US, has made its way to Europe.



PRI’s view

Climate-Divestment 

While it’s gratifying to see that the divestment movement has 

highlighted the importance of climate change as a significant 

issue, the PRI’s view is that divestment is not the only answer. 

Engagement is another option.



The green bond market saw incredible growth in 2014

Growth of the Green Bond Market 

according to figures released by the Climate Bonds Initiative

Reaching $36.6 billion (£24bn)

issued by 73 different issuers

The figure for 2014 is more than triple the number recorded in 2013.



Towards COP 21 – Supporting 

investor action on climate change



A call to action

“Investors have a sacred and 

legal fiduciary duty to engage 

with this issue … and put a 

regulatory framework in 

place to guide us over the 

next 50 years. 

If we do not do this in Paris, 

it will take another 10 years 

to rally the political will to 

come to another agreement. 

By 2025, it will be too late to 

keep us under 2 degrees and it 

will be incredibly expensive.”

Christiana Figueres, 

Executive Secretary of the UNFCCC



The PRI encourages investors 

to focus on four key focus areas

The PRI’s 2015 activities towards 

COP21

Demonstrate 

they are 

addressing 

climate change

Show their support 

to policy makers for 

a global agreement 

in Paris

Convene at 

key events

Engage with 

companies

1 2

34





www.montrealpledge.org

The PRI Montréal Pledge

53 global 

signatories



PRI Australia

Average AUM AUD

(all Sigs)

Average AUM AUD 

(AO)

Average AUM AUD 

(IM)

Global $75bn $50bn $85bn

Australia $18bn $20bn $17bn

111 Signatories

(32 AO, 65 IM), representing 

$576 billion (AUD).

FINDINGS



Promoting RI through collaborations

AO IM

Global 79% 68%

Australia 91% 58%

Europe 82% 71%

US 89% 71%
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Asset owners can ask managers for more

Asset owners commit to RI in selection, but formal requirements and monitoring of external 
manager on ESG factors could be more robust

Global Aos holding 

Listed Equity

Australian Aos

holding Listed 

Equity

Discuss managers’ governance and management of 

responsible investment activities
63% 84%

Assign specific weighting to ESG factors in your 

manager evaluation 
21% 26%

Include responsible investment as a standard agenda 

item at performance review meetings 
48% 68%

Include responsible investment criteria as a formal 

component of overall manager performance evaluation
30% 52%

Looking at Listed Equity specifically

We can see that Australian Asset Owners are more active, 

but formalisation is still lacking.  



Institutional investors are the sumo wrestlers of the 

financial markets. Powerful but a little slow, the top 

1,000 fiduciaries worldwide account for $25 trillion 

of global equity market value – more than half. 

When these institutions act together, as they 

increasingly do in matters of corporate governance 

and market structures, they can shape the financial 

markets into the form they desire

John Rogers, Former CEO CFA Society

“

”



Moving from awareness to impact



Questions


