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and 6 (on poverty, gender and sanitation) and 7, 13 and 15 (on 
clean energy, climate and the environment – see Table 2, p.56 
for full list). In addition to a climate product it has recently cre-
ated one on gender (see also UBS: Innovating for the SDGs, 
below).

Fiona Reynolds also points to countries such as Sweden and 
the Netherlands, where some of the leading funds have com-
mitted allocations to Sustainable Development Investments 
(SDIs), which can be directly linked to the SDGs.  Tine Fisker 
believes this is already starting to have an impact on the in-
vestment strategies of African money managers, who are now 
developing ESG frameworks in order to meet the requirements 
of foreign investors. 

Such developments could be an important step in helping risk-
averse institutional investors pivot towards developing markets, 
where most of the SDG investment is required. “Most institu-
tional investors are still geared towards investments in OECD 
countries,” says Jane Ambachtsheer. “If you look at the call 
on the international community, it would actually require much 
more reallocation of capital towards developing countries.” She 
notes that, on average, OECD country pension funds allocate 
1% to infrastructure. “To meet the needs of African infrastruc-
ture investments over the coming 20 years that would need to 
go up to 2.2% or 2.3%, with all of that extra money being chan-
neled into African infrastructure. So, while it may appear to be 
a small addition, in terms of absolute investment figures, that’s 
a big ask.”
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UBS Asset Management: Innovating for the SDGs

For Swiss-based UBS, ESG has become a core business driver. “We’ve been investing 
sustainably for 20 years,” says Michael Baldinger, Global Head of Sustainable and Impact 
Investing UBS Asset Management. 

Yet even this stalwart of the scene is finding itself racing to keep with sustainable investing’s 
recent, rapid rise.

Last year UBS Asset Management doubled its SI-focused AUM – 20 years on from when 
it launched its first sustainability strategy. By the end of this year, it aims to have full ESG 
integration across its Equity and Fixed Income research platforms, meaning that all 900+ 
investment staff will be able to take SI factors into consideration. “For us, what matters is the 
broad integration of SI across all asset classes at UBS Asset Management,” says Michael, 
“that’s what will move the needle in terms of bringing ESG to the mainstream.”

Creating compelling products

Michael says that, as a leading asset manager (with USD 795 billion AUM), they are convinced 
of the value added from sustainability and are using it to provide product offerings that are 
compelling both in terms of the sustainability profile and of financial returns. “[We believe] no 
client should have to sacrifice returns to meet their social objectives. We say that what SI will 
give them is the risk-return profile they would have had anyway, but with the added benefit of 
sustainability on top.”

So far it has developed two products that line up with some of the SDGs it has identified as 
“investable”. The first is its award-winning Climate Aware Fund, in line with SDG 13 on climate 
change, which grew out of a collaboration with the UK’s National Employee Savings Trust, which 
had approached UBS to help it incorporate a forward-looking assessment of climate change risk 
into its equity allocation. 

Earlier this year, UBS also developed an ETF that gives clients exposure to companies with 
strong gender diversity. 

In other SDG-related work, UBS has teamed up with the pension fund manager, PGGM, in 
developing an impact measurement methodology for four impact categories, including climate 
action, air pollution, access to clean water, health and food security.
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Ensuring ESG’s success

There is an overwhelming sense of optimism among the in-
vestors we interviewed and surveyed about the potential for 
ESG investing to play a key role in tackling humanity and the 
planet’s challenges in the years ahead – as well as a cautious 
optimism that its goals are achievable. 

“At its best, what sustainable investing offers is transparent and 
forward-looking answers in the form of a completely new set of 
investment analysis metrics. I like to call it a ‘new set of eyes’ 
for investors. I really believe it when I say this is a game chang-
er for our industry,” says Michael Baldinger.

Yet – as we have alluded to throughout this report – investors 
agree that several things will need to come together to make 
sure ESG delivers on its promise. Below we highlight the key 
recurring themes.

Five ways to move the needle

Better, more material information

There is a growing abundance of ESG-related information, but 
our experts and surveyed investors stress the need to make 
the information more relevant, material and linked to actual 
impact and outcomes. In our survey, six out of 10 asset manag-
ers and owners agreed that current investment analysis within 
their organizations does not reflect all environmental, social 
and governance costs. Fiona Reynolds mentions that at PRI, 
they are increasingly working with academics, “since they are 
of crucial importance to validate the materiality of responsible 
investing.”

Corporations also need to do their bit. “Investors need to pro-
vide better indications to corporates on what kind of data and 
information they need,” says Harald Walkate, “but also, cor-

1.
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Source: Newsweek Vantage Future of ESG Investing Survey		

Could do better
Current investment analysis does not reflect all external social, environmental and governance 
costs

20%          10%           0%           10%          20%          30%          40%          50%          60%          70%          80%

Disagree		  Strongly disagree		  Agree			   Strongly Agree

porates need to improve their ESG data reporting and provide 
data which they think is material for the business.” To this end, 
initiatives such as the Task Force on Climate-related Financial 
Disclosures (TCFD, see also p.21) are a step in the right direc-
tion.

Marilou van Golstein Brouwers of Triodos argues that we need 
not just metrics, but evidence of impact. “We need substantial 
evidence of the real positive effects of investments. We need to 
see the theory of change behind the investment.”

Other investors concur that metrics need to move beyond 
box-ticking or mapping what has already been done. Jane 
Ambachtsheer says she hopes to see a common framework 
emerging for the SDGs. “We have one set of Sustainable De-
velopment Goals, we should have one set of key metrics for 
how investors measure their contribution to those.”
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2. The right kind of regulations

Investors are naturally reticent about gunning for more regula-
tions for their industry, yet there was a broad agreement among 
the practitioners we spoke with that the right kind of regulation 
could help improve the way ESG investing is practiced (and 
thus its impact), particularly as regards setting reporting and 
disclosure standards.

“By 2030, I think it will be better regulated than today,” says 
Matt Christensen of AXA IM. “A regulatory role would be help-
ful if it does not force a prescriptive idea of fiduciary duty but 
does make it clear that ESG is expected to be discussed.” He 
points to France’s Article 173 (see page 17), which requires 
disclosure on ESG issues without mandating which method to 
use, as a good example, describing it as, “a smart way to push 
fiduciary duty forward.”

With the recent US guidance on fiduciary duty taken as a back-
ward step by many, Marilou van Golstein Brouwers is optimistic 
that growing societal pressures can also bring about change, 
rather than it simply being “forced” through by legislators. “I am 
quite hopeful that by [2030] integrating ESG information will 
be seen as part of the fiduciary responsibility. I hope that it will 
become the ‘license to operate’ for both companies and inves-
tors.”

Products for every asset class

With some USD 7 trillion needed each year to finance the Paris 
Agreement and the SDGs, sustainable investment experts 
stress the importance of developing new products and tools 
suited to different investors and types of asset – especially as 
much of the investment will need to be directed at developing 
markets, which are unfamiliar territory for many institutional 
investors.

 “At PRI, we aim to make the case for responsible investing 

3.
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across all the different asset classes,” says Fiona Reynolds. 
“Because what you do in terms of responsible investing in 
listed equity is different to what you do in private equity or fixed 
income. She adds that she hopes asset managers will start to, 
“become more innovative in developing products that meet the 
SDGs.”

Harald Walkate also sees product innovation as particularly 
critical to investing in the SDGs. “Institutional investors are 
often not set up to invest in non-OECD countries - it is not the 
kind of risk they can take.” He emphasizes the need for more 
initiatives that “structure investments which bring knowledge 
and expertise of these markets, but also may source financing 
from governments, development banks and other organizations 
that may provide certain guarantees or risk hedging.”  

A good example is Climate Investor One, a blended ‘finance 
and capital recycling facility’ that finances renewable energy 
projects in emerging markets . By combining donor funding 
with development financing (DFIs), it can offer different risk-
return profiles for different types of investor – including com-
mercial and institutional investors. 

Yet interviewees also noted certain SDGs will be more chal-
lenging to influence directly. Lisa Woll suggests that private 
sector could also contribute to the SDGs in other ways, such 
as by, “assessing how their government lobbying might conflict 
with their SDG priorities,” as well as finding ways to financially 
support civil society organizations, which she notes often play 
a key role in pressuring governments to facilitate change.

New teaching and incentives

If investors are to increasingly integrate ESG into the invest-
ment process, then they had better know what they’re talking 
about. “There is an urgent need for more education directed at 
financial professionals,” says Lisa Woll. She mentions that US 
SIF has created online courses and has partnered with the US 

Managers need to 
become more innovative 
in developing products 
that meet the SDGs

Fiona Reynolds, CEO PRI

4.



50

M
AIN

TAIN
IN

G
 TH

E M
O

M
EN

TU
M

Going mainstream | The future of ESG investing | August 2018

College for Financial Planning to create the first sustainable 
investment designation in the United States. 

Several investors noted that the number of ESG specialists is 
now increasing, but also stressed the need for people that have 
deep knowledge of the industries they are investing in, to make 
sure they can determine what is material to the investment. At 
Aegon Asset Management, ESG training is now compulsory 
for asset managers and the business is extending education to 
other functions as well (see case study, below). 

A key question is whether an increase in knowledge will start to 
impact the myopic mindset within the investment community, as 
the managers of money start to better understand the broader, 
longer term impact their investment decisions can have. 

 “I think in the financial industry in general we still see a big 
discrepancy between how people behave in their jobs and what 
their actual values and motivations are,” argues Marilou van 
Golstein Brouwers. “As long as you are not able to bring your 
own values and your professional actions together things will 
not change. Investors must start aligning their personal values 
with what they are doing in their job.”

Fiona Reynolds also argues that beyond changing finance’s 
mindset, corporate culture and incentives also need to come 
into step with ESG’s long-term goals. “The main barrier is that 
we are trying to be long-term investors, but we are working 
within a system that is set up for the short-term. We are re-
warding portfolio managers for short-term performances. The 
way we incentivize CEOs of companies can be quite short-
term. That’s why we really need to change the mindset and the 
time horizon of the market.”

There is an urgent need 
for more education 
directed at financial 
professionals

Lisa Woll
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Source: Newsweek Vantage Future of ESG Investing Survey		

Turning thoughts into action
Share of investors agreeing they should ‘do no harm’ versus share prepared to divest only if it 
impacts the risk-return profile

Engage the beneficiaries

One of the greatest challenges investors cite is not aware-
ness in the investment community – but among the benefi-
ciaries of investments themselves. “Various studies show 
that the beneficiaries of pension plans put a higher value on 
sustainability than the management of the pension plans,” 
says Michael Baldinger. In our survey, respondents listed 
‘engagement with beneficiaries’ as the form of engagement 
they are most likely to increase between now and 2030, 
ahead of engagement with investees (companies) and with 
governments and civil society (see chart, below).

Doing so effectively is not easy, though. “The true missing 
link is that beneficiaries and asset owners are not in regular 
discussions on investments and long-horizon matters,” says 
Matt Christensen, “It is a hard one to address – do you focus 
on a segment of the beneficiary base as a proxy?” He gives 

5.

20%         0%        20%        40%        60%       80%       100%

Disagree		  Strongly disagree		  Agree			   Strongly Agree

My organisation should avoid inflicting 
harm upon others

Exclusion based on ESG only justified if it 
enhances the future risk-return profile
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one successful example of the Netherlands, where a televi-
sion program in 2007 that documented how pension funds 
were allocating capital to controversial activities – such as 
land mines and cluster bombs – led to strong public reason, 
an official review and ultimately, to legislation requiring pen-
sion funds to invest responsibly.

Jane Ambachtsheer believes at least one segment of the 
population may need less convincing. “There is a lot of 
survey evidence suggesting that millennials are very inter-
ested in sustainability. There are surveys that suggest that 
millennials will save more if they know that their money is 
aligned with their social and environmental values.” (In our 
own survey, younger investors expressed more knowledge 
and interest in the SDGs, and expect them to become more 
relevant to their jobs in future than their older counterparts 
– see chart, below). Jane suggests that, as society moves to-
wards individuals taking more responsibility for their retire-
ment, sustainable investment products could even be the 
“hook” to get younger people saving.

Source: Newsweek Vantage Future of ESG Investing Survey		

We can work it out
Which of the following stakeholders do you expect to engage more with in future?

Beneficiaries (holders of pensions, insurance, 
policies etc..)

83%

Investees (corporations) 80%

Civil society organizations, mulitlateral 
organizations and governments

75%
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An inevitable agenda for the future

Over the past decade a quiet revolution has been taking place 
within the investment community. Now ESG is entering the 
mainstream it will get the attention it deserves – but also more 
scrutiny. This can only be a good thing, given such high stakes. 
Just like one of its key drivers – climate change – our research 
suggests it is “not going away.” 

“Responsible investing is an inevitable agenda that will con-
tinue to grow,” says Fiona Reynolds. “I hope that by 2030 all 
investments will be done in a responsible manner, in a way that 
considers the longer term, and contemplates future impacts. I 
really hope that we will be there by 2030.”

Yet despite many positive developments to date, still too little 
appears to be happening on the ground. The question now 
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Source: Newsweek Vantage Future of ESG Investing Survey		

Talkin ‘bout a revolution...
Significance of the SDGs by investor age group

must be whether the financial community – either supported 
or cajoled by governments, corporations, institutional inves-
tors, civil society and the public at large -- can build on current 
momentum, and start to have a lasting impact. There is one 
more reason for optimism: among the investors we surveyed, 
those in their 20s and 30s today showed more commitment to 
the SDGs, and expect them to be more relevant to their future 
careers, than those in their 40s. As tomorrow’s leaders, they of-
fer hope for ESG’s success. Not just the future of finance – but 
humanity – may well depend on it.

I can easily name five SDGs

61%68%72%

The SDGs are relevant for me

69%75%76%

I expect the SDGs to have 
significant importance for my 
own work five years from now

69%75%76%

Under 30s

30-39 year olds

40-49 year olds
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Aegon Asset Management: Building knowledge from within

Aegon Asset Management, subsidiary of the Dutch insurance group, developed its first 
Responsible Investment (RI) Strategy in 2010, focusing on three strategic areas: ESG 
integration, impact investing and active ownership (exclusion/negative screening, voting, and 
engagement). Since then, it has reported annually on its ESG activities and has continually 
expanded its portfolio of investments, including adding over USD 1 bn to its impact investment 
portfolio in 2017. 

A key part of its strategy is to ensure analysts have access to ESG training that is relevant for 
their industry – a requirement Aegon Asset Management has mandated since 2013 (as of the 
end of last year, more than 80% of analysts had completed ESG training)38. “In order to have a 
meaningful dialogue about how the industry can change you can’t bring a junior engagement 
manager to the table who has read one industry report,” says Harald Walkate, Head of 
Responsible Investment. “You need to build knowledge to have credibility, and that takes time 
and resources.”

In 2016 Aegon Group’s management board highlighted RI as a strategic priority looking to 2020. 
Since then Aegon Asset Management has launched several programs aimed at expanding its 
knowledge and reach within its organization as well as with stakeholders.

Last year it launched the ESG Next Program comprising two pilot projects in which RI specialists 
work intensively with investment teams to develop a deep understanding of the investment 
process. As Jennifer Moore, Aegon Asset Management’s Director of US Credit Research, 
explains, “ESG Next is really about formalizing the ESG integration process and making sure 
everything is happening in detail at the portfolio level. The project allowed us to focus on a 
specific asset class, to work through case studies and live examples together, and extend the 
knowledge we have to other parts of the organization.” In addition to portfolio managers and 
analysts, the project also involved risk management, sales and marketing, and communications 
teams. 
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TABLE 2: The 17 UN Sustainable Development Goals

Goal 1	 End poverty in all its forms everywhere

Goal 2	 End hunger, achieve food security and improved nutrition and promote 			 
		  sustainable agriculture

Goal 3	 Ensure healthy lives and promote well-being for all at all ages

Goal 4	 Ensure inclusive and equitable quality education and promote lifelong learning
		  opportunities for all

Goal 5	 Achieve gender equality and empower all women and girls

Goal 6	 Ensure availability and sustainable management of water and sanitation for all 

Goal 7	 Ensure access to affordable, reliable, sustainable and modern energy for all

Goal 8	 Promote sustained, inclusive and sustainable economic growth, full and 			
		  productive employment and decent work for all

Goal 9	 Build resilient infrastructure, promote inclusive and sustainable 				  
		  industrialization and foster innovation

Goal 10	 Reduce inequality within and among countries

Goal 11	 Make cities and human settlements inclusive, safe, resilient and sustainable 

Goal 12	 Ensure sustainable consumption and production patterns

Goal 13	 Take urgent action to combat climate change and its impacts

Goal 14	 Conserve and sustainably use the oceans, seas and marine resources for 		
		  sustainable development

Goal 15	 Protect, restore and promote sustainable use of terrestrial ecosystems, 			 
		  sustainably manage forests, combat desertification, and halt and reverse land 		
		  degradation and halt biodiversity loss

Goal 16	 Promote peaceful and inclusive societies for sustainable development, provide 		
		  access to justice for all and build effective, accountable and inclusive 			 
		  institutions at all levels

Goal 17	 Strengthen the means of implementation and revitalize the Global Partnership 		
		  for Sustainable Development

Source: sustainabledevelopment.un.org/sdgs
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Source: Newsweek Vantage Future of ESG Investing Survey		

Survey demographics
S3 Which of the following best describes 
your current job role / title?

Appendix

C-Level or equivalent

Director-level or equivalent

VP-Level or equivalent

Manager-level or equivalent

34%

36%

23%

7%

Where are you based?

Americas

EMEA

APAC

28%

37%

34%

4%
11%

34%

9%

43%

20-29

30-39

40-49

50-59

60+

Q15 What is your age?
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S4 How much does your company / organization manage?

Less than $15  billion (USD) 11%

$15 billion to $50 billion (USD) 9%

$50 billion to $100 billion (USD) 10%

$100 billion to $400 billion (USD) 21%

Rather not say 33%

$400 billion to $1000 billion 
(USD)

10%

More that $1000 billion (USD) 6%
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Asset owner Asset manager Other

33% 62% 5%

Q16 My organisation is an:
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1	 For the purposes of this report we use the 
term ESG Investing as a reference to both Sustainable 
Investing and Responsible Investing – two terms that 
are often used interchangeably to mean the same thing, 
namely, the inclusion of ESG factors in the investment 
process. The Global Sustainable Investment Alliance 
(GSIA), in its latest biennial report, refers to Sustainable 
Investing as “An investment approach that considers 
environmental, social and governance (ESG).” Similarly, 
the website of the Principles for Responsible Investing 
defines Responsible Investing as, “An approach to 
investing that aims to incorporate environmental, social 
and governance (ESG) factors into investment decisions, 
to better manage risk and generate sustainable, long-
term returns.” See Global Sustainable Investment Review 
2016, GSIA 2017. http://www.gsi-alliance.org/wp-content/
uploads/2017/03/GSIR_Review2016.F.pdf and https://
www.unpri.org/.

2	 Global Sustainable Investment Review 2016, 
GSIA 2017. http://www.gsi-alliance.org/wp-content/
uploads/2017/03/GSIR_Review2016.F.pdf

3	 The total volume of global assets under 
professional management in 2016 was estimated to 
be USD 69.1 trillion. See The Innovator’s Advantage: 
Global Asset Management 2017, Boston Consulting 
Group, 2017. http://image-src.bcg.com/Images/BCG-The-
Innovators-Advantage-July-2017_tcm9-163905.pdf

4	 According to the PRI website, as of April 2018 
there were 1,961 signatories to the PRI, with a total of 
USD 81,7 trn AUM. See https://www.unpri.org/about-the-
pri. Accessed on July 10th 2018

5	 The Global Impact Investing Network (GIIN) 
describes impact investing as, “Investments made into 
companies, organizations, and funds with the intention 
to generate social and environmental impact alongside 
a financial return.” Among its core characteristics 
is the concept of Intentionality, which is defines as, 
“an investor’s intention to have a positive social or 

environmental impact through investments.” This differs 
from ESG investing more broadly, which can also involve 
excluding investments with negative ESG ratings, as 
well as engaging companies to improve their ESG 
performance without divesting (see also page 20 on ESG 
strategies). For definitions see: https://thegiin.org/impact-
investing/need-to-know/#core-characteristics-of-impact-
investing

6	 See: https://www.unpri.org/about-the-pri

7	 According to the United Nations Conference on 
Trade and Development (UNCTAD) achieving the SDGs 
will require annual investments of USD 5 to 7 trn, while 
analysis by Standford University, using International 
Energy Agency (IEA) data, estimates that USD 2.3 trn per 
year is needed over the next 25 years to limit warming 
to below 2 degrees. See World Investment Report 2014. 
Investing in the SDGS: An Action Plan. UNCTAD, 2014. 
http://unctad.org/en/PublicationsLibrary/wir2014_en.pdf; 
and, Derisking Decarbonization: Making Green Energy 
Investments Blue Chip, Stanford Precourt Institute for 
Energy, 2017. https://energy.stanford.edu/sites/default/
files/stanfordcleanenergyfinanceframingdoc10-27_final.
pdf?wpisrc=nl_energy202&wpmm=1
	
8	 The budget for the US Government for fiscal Year 
2018 is USD 3.6 trillion. See: https://www.whitehouse.
gov/sites/whitehouse.gov/files/omb/budget/fy2018/
budget.pdf

9	 See: Article 173-VI: Understanding the French 
regulation on investor climate reporting, Forum pour 
l’Investissement Responsable, October 2016. https://
www.frenchsif.org/isr-esg/wp-content/uploads/
Understanding_article173-French_SIF_Handbook.pdf

10	 Last year Japan’s SWF annoucned it would be 
allocating 3% of funds to ESG investments, rising to 
10% over time. See Japan’s GPIF expects to raise ESG 
allocations to 10 percent, Reuters, July 14 2017. https://
www.reuters.com/article/us-japan-gpif-esg/japans-gpif-
expects-to-raise-esg-allocations-to-10-percent-ftse-
russell-ceo-idUSKBN19Z11Y. Information on other funds 
– authors’ own knowledge.
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11	 ESG investing has its roots in the activities of 
religious groups aligning their investments with their 
beliefs. Eighteenth century Quaker communities are 
generally regarded as the first to have been applying 
ethical standards to investment decision-making. 
Quakers refrained from investing in economic activities 
related to the production of arms, alcohol or tobacco, to 
slavery or to gambling. In the 1960s religious institutions 
in the US addressed issues like racial discrimination, 
workers’ rights, apartheid and environmental degradation. 
It was only at the end of the 1990’s that the movement 
started to spread, and developed traction among 
mainstream investors.

12	 In 2007 the US Employee Retirement Income 
Security Act (ERISA) prohibited fiduciaries ‘to subordinate 
the interests of participants and beneficiaries in their 
retirement income to unrelated objectives’. Generally 
speaking, conventional asset owners and managers 
took this prohibition to mean that ESG-data would not 
have to be considered. See Lydenberg (2014). Reason, 
Rationality and Fiduciary Duty. Journal of Business 
Ethics. https://link.springer.com/article/10.1007/s10551-
016-3254-z
   
13	 Through its Interpretive Bulletin 2015-1, 
the Obama administration took a liberal stance, 
stating: “fiduciaries should appropriately consider 
factors that potentially influence risk and return. 
Environmental, social and governance issues may 
have a direct relationship to the economic value of 
the plan’s investment”. https://www.federalregister.
gov/documents/2015/10/26/2015-27146/interpretive-
bulletin-relating-to-the-fiduciary-standard-under-erisa-in-
considering-economically

14	 The US accounts for three-quarters of recent 
climate change-related litigations. See: The Status of 
Climate Change Litigation – A Global Review, UNEP 
2017. http://columbiaclimatelaw.com/files/2017/05/
Burger-Gundlach-2017-05-UN-Envt-CC-Litigation.pdf

15	 According to research by Broadridge and PwC, 
in the 2017 proxy season, 10 proposals related to climate 

change disclosure received at least 40% shareholder 
support—compared to none the previous season. See 
2017 Proxy Season Review. PwC (2017. https://www.
broadridge.com/_assets/pdf/broadridge-2017-proxy-
season-review.pdf

16	 Recent research by UBS and Harvard University 
found that 60% of foundations with assets of over 
USD 1.5 trn reside in the US. See: Global Philanthropy 
Report: Perspectives on the global foundation sector. 
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