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This presentation is being provided to you by PRI Association (“the PRI”) and its subsidiaries for information purposes only. The presentation is incomplete without 
reference to, and should be viewed solely in conjunction with, the oral briefing provided by the PRI.  No reliance may be placed on its accuracy or completeness.  Neither 
the presentation, nor any of its contents, may be reproduced, or used for any other purpose, without the prior written consent of the PRI. PRI Association is incorporated 
in England & Wales, registered number 7207947 and registered at 25 Camperdown Street, London E1 8DZ.
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What is responsible investment?

Incorporates ‘value’ and ‘values-based’ investing
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Responsible investment is a strategy and practice to incorporate 

environmental, social and governance (ESG) factors in 

investment decisions and active ownership

Responsible investment is a strategy and practice to incorporate 

environmental, social and governance (ESG) factors in 

investment decisions and active ownership

Environmental (E) Social (S) Governance (G)

Resource depletion, 

including water

Employee relations and 

diversity

Board diversity and 

structure

Climate change –

including physical risk & 

transition risk

Working conditions, 

including slavery & child 

labour

Executive compensation

Biodiversity Community relations Bribery and corruption

Deforestation Human rights Political lobbying

Waste and pollution Data protection & privacy Tax strategy

What are ESG factors?



Approaches to responsible investment

ESG incorporation and active ownership
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ESG Integration Active Ownership

The process of excluding or seeking 

exposure to securities based on 

investor values or other criteria:

Social – e.g. labour standards, 

freedom of association, 

controversial business practices, 

talent management etc.

The process of integrating ESG 

issues and information into 

investment analysis:

Interactions between the investor 

and current or potential investees:

ESG Incorporation

ESG Screening

Exclusionary – negative

Best in class – positive

(e.g. impact investing)

Norms-based

Voting 

(e.g. AGM, EGM or special meeting)

Shareholder engagement

(e.g. Shareholder resolutions, calling 

an EGM, complaint to regulator)

Other engagement

(Other engagements on ESG issues: 

proactive, reactive and ongoing)

Environmental – e.g. chemical 

pollution, water management, 

greenhouse gas emissions, 

renewable energy etc.

Governance – e.g. corporate 

governance issues, bribery, 

corruption, lobbying activity etc.
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Why invest responsibly?

Manage risks, meet market demand and fulfil investor duty 
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Increasing recognition within 

the financial community that 

ESG factors often play a 

material role in determining 

risk and return.

Growing demands from 

beneficiaries and investors for 

greater transparency about 

how and where their money is 

being invested. 

1 2

Higher levels of regulatory 

guidance that incorporating 

ESG factors is part of an 

investor’s fiduciary duty to 

their clients and beneficiaries.

3

Growing academic evidence supports that

ESG incorporation does not come at a cost

Materiality Market demand Regulation



ESG issues impact investments

What are the risks of tomorrow?
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Source: World Economic Forum 2018 Global Risks report



ESG risks can be material

Investors are increasingly focused on the impact of ESG factors
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“Volkswagen Earnings Take Another Hit From Emissions-Cheating Scandal”

2010

2014

“BP set to pay largest environmental fine in US history for Gulf oil spill” 

2011

“The sharing of 50M Facebook users’ personal data led to the biggest 

ever one day drop in a company’s market value” 

“Tokyo Electric executives to be charged over Fukushima nuclear disaster”

2018

2018“Share price falls 14% following a SEC suit accusing Musk of fraud”



SASB Materiality Index
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SECTORS Consumption Financials Health Care Infrastructure
Non-Renewable 

Resources

Renewable 
Resources & 
Alternative 

Energy

Resource 
Transformation

Services
Technology and 
Communications

Transportation

ISSUES
ENVIRONMENT

GHG emissions

Air quality

Energy management

Fuel management

Water and wastewater management

Waste & hazardous materials management

Biodiversity impacts
SOCIAL CAPITAL

Human rights and community relations

Access and affordability

Customer welfare

Data security and customer privacy

Fair disclosure and labelling

Fair marketing and advertising
HUMAN CAPITAL

Labour relations

Labour practices

Employee health, safety and wellbeing

Diversity and inclusion

Compensation and benefits

Recruitment, development and retention
BUSINESS MODEL AND INNOVATION

Lifecycle impacts of products and service

E & S impacts on assets, & ops

Product packaging

Product quality and safety
LEADERSHIP AND GOVERNANCE

Systemic risk management

Accident and safety management

Business ethics & transparency of payments

Competitive behaviour

Regulatory capture and political influence

Materials sourcing

Supply chain management

Issue is likely to be material for more than 50% of industries in sector

Issue is likely to be material for less than 50% of industries in sector

Issue is not likely to be material for any of the industries in sector

Sector level map
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Demand for responsible investment is growing 

PRI asset owner signatories actively include ESG 

criteria in their RfPs

68%

86%

79%

67%

Millennials*

GenX

Baby Boomers

*Millennials are born between 1983-2000, GenX 1978-1982, Baby boomers 1949-1967

Sources: (1) PRI 2018 Reporting Framework responses, (2) “Global perspectives on sustainable investing – Global Investment 

study” Schroders, 2017 (3) Wealth X and NFP Wealth Transfer Report, 2016

Retail demand

Percent who feel sustainable investing is more 

important now than five years ago

Institutional demand

$3.9 trillion
of assets are 

likely to be 

transferred to 

future generations 

over 10 years

(1)

(2)

(3)



Responsible investment policy is widespread

And the pace is increasing
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The changing regulatory environment

Examples of RI regulation around the world
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Government Accountability Office (GAO), Report on Retirement Plan Investing (May 2018)

The US Department of Labour should “clarify whether the liability protection offered to 
qualifying default investment options allows use of ESG factors” and “provide further 

information to assist fiduciaries in investment management involving ESG factors (…)”

Department for Work and Pensions, Occupational Pension Schemes (Investment) 
Regulations* (June 2018) 

Trustees should “state their policies in relation to financially material considerations, 
including but not limited to ESG considerations (including climate change)”

Financial Services Authority (FSA), Stewardship Code (2014) & Governance Code (2015)

Institutional investors should “enhance the medium-to long-term return on investments…by 
improving and fostering investee companies’ corporate value and sustainable growth through 

constructive engagement, or purposeful dialogue.”

European Commission Action Plan on Sustainable Finance (May 2018) 

Multiple regulatory proposals, including directive 2016/2341* to require “integration of ESG 
risks” under delegated acts.

*Proposed legislation 



The changing regulatory environment

Across Asia, a mix of investor and regulator-led stewardship codes are being introduced at a rapid pace, with 
additional countries currently developing similar codes. 
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Malaysian Code for Institutional Investors

Launched in June 2014 by the Securities Commission Malaysia (SC) and Minority 
Shareholder Watchdog Group (MSWG)

Principles of Responsible Ownership, Hong Kong 

Launched in March 2016 by the Securities and Futures Commission (SFC)

Singapore Stewardship Principles (SSP) for Responsible Investors

Launched in November 2016 by Stewardship Asia Centre, with support from Singapore 
Exchange (SGX) and the Monetary Authority of Singapore (MAS)

Investment Governance Code for Institutional Investors, Thailand 

Launched in February 2017 by the Securities and Exchange Commission (SEC)
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ESG incorporation does not come at a cost

Growing academic evidence
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Meta-study (December 2015)

Friede, Lewis, Bassen & Busch

University of Hamburg/ 

DWS

“After successful engagements 

companies experience improved 

accounting performance and 

governance and increased 

institutional ownership”

“High-sustainability companies 

dramatically outperformed the low-

sustainability ones in terms of both 

stock market and accounting 

measures”

“There are statistically significant 

positive abnormal returns associated 

with going long good corporate 

governance firms and shorting those 

with poor governance”

Cremers & Ferrell

Yale School of Management

Eccles, Ioannou & Serafeim

Harvard Business School

Dimson, Karakas & Li,

Fox School of Business/ 

University of Cambridge

November 2009

January 2012

August 2015

“Firm-size-adjusted carbon 

emissions have a positive and 

significant effect on loan spreads… 

suggesting that spread premia are 

driven by environmental risks rather 

than investor preferences”

“Responsibility and profitability are 

not incompatible but  wholly 

complementary… 80% of the 

reviewed studies demonstrate that 

prudent sustainability practices have 

a positive influence on investment” 

performance”

“Firms with high levels of job 

satisfaction, as measured by 

inclusion in the ‘Best Companies to 

Work For in America’, generate high 

long-run stock returns”

Edmans

The Wharton School

Clark, Feiner & Viehs

Oxford University

Kleimeier & Viehs, 

Oxford University/ 

Maastricht University

November 2012

March 2015

January 2016
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The PRI

Investor-led, supported by the United Nations
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The PRI works with its international network of 

signatories to put the six Principles for 

Responsible Investment into practice. 

Its goals are to understand the investment 

implications of environmental, social and 

governance issues and to support signatories in 

integrating these issues into investment and 

ownership decisions.

2

2000+

80+



One mission – six principles

Developed by investors

"We believe that an economically efficient, sustainable global financial system is a necessity for 
long-term value creation. Such a system will reward long-term, responsible investment and 
benefit the environment and society as a whole.

The PRI will work to achieve this sustainable global financial system by encouraging adoption of 
the Principles and collaboration on their implementation; by fostering good governance, integrity 
and accountability; and by addressing obstacles to a sustainable financial system that lie within 
market practices, structures and regulation."
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Growth that shows no signs of slowing…
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The PRI’s Blueprint Vision
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Responsible investors

• Empower asset owners

• Support investors incorporating ESG issues

• Create an industry of active owners

• Showcase leadership and increase accountability

• Convene and educate responsible investors

Sustainable markets

• Challenge barriers to a sustainable financial system

• Drive meaningful data throughout markets

A prosperous world for all

• Champion climate action

• Enable real-world impact aligned with the SDGs



Thank You!
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Contact:

James Robertson, Head of Asia (ex-China & Japan)

James.Robertson@unpri.org

mailto:James.Robertson@unpri.org

