
Health, food and sustainable production

Silke Jolowicz, Senior Analyst, oekom research
Peter van der Werf, Senior Engagement Specialist, Active Ownership, Robeco

Moderator: Hugh Wheelan, Managing Editor, Responsible Investor

Stream 2
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• undernourishment vs. obesity

• stakeholder focus on certain food groups/raw materials such as palm oil, meat

• regulation (e.g. sugar taxes)

• transparent communication/labelling

Trends in the food industry



Looking at the data
performance in key ESG issues

3

source: oekom research AG, CR Review 2017

Analysis of the product 
portfolios from a 
nutritional perspective



Looking at the data
performance in key ESG issues
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Management of 
nutritional aspects 

source: oekom research AG, CR Review 2017



Looking at the data
performance in key ESG issues
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Soil and biodiversity 
management in 
agricultural production 
along the value chain

source: oekom research AG, CR Review 2017



Emerging markets

Egon Vavrek, Head of EMEA Equities, APG Asset Management
Ritu Kumar, Director of Environmental and Social Responsibility, CDC

Moderator: John Hodges, Managing Director, Infrastructure and Finance, BSR

Stream 2



Emerging approaches of ESG integration into passive investing

Mark Thompson, Chief Investment Officer, HSBC Bank UK Pension Scheme
David Harris, Group Head of Sustainable Business, London Stock Exchange Group and
Head of Sustainable Investment, FTSE Russell 

Moderator: Mike Tyrrell, Editor, SRI Connect

Stream 2
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Stream  2C.  Emerging  approaches  of  
ESG  integration  into  passive  investing

Smart  Sustainability
Smart  Beta  meets  Sustainability
David  Harris
Group  Head  of  Sustainable  Business,  LSEG  and
Head  of  Sustainable  Investment,  FTSE  Russell

6  June  2017
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Important  information

FTSE  Russell  is  not  an  investment  firm  and  this  presentation  is  not  advice  about  any  investment  activity.  None  of  the  
information  in  this  presentation  or  reference  to  a  FTSE  Russell  index  constitutes  an  offer  to  buy  or  sell,  or  a  promotion  
of  a  security.  This  presentation  is  solely  for  informational  purposes.Accordingly,  nothing  contained  in  this  presentation  
is  intended  to  constitute  legal,  tax,  securities,  or  investment  advice,  nor  an  opinion  regarding  the  appropriateness  of  
making  any  investment  through  our  indexes.

Views  expressed  by  David  Harris  on  6  June  2017  are  subject  to  change.  These  views  do  not  necessarily  reflect  the  
opinion  of  FTSE  Russell  or  London  Stock  Exchange  Group  plc.  



PUBLIC

HSBC  Bank  Pension  Trust  (UK)  Limited
Emerging  approaches  of  ESG  integration  into  
passive  investing  – A  Case  Study

Pension   Scheme  Executive

Mark  Thompson
Chief  Investment  Officer

June  2017
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WHAT  IS  SMART  
SUSTAINABILITY?

The  combination  
of  sustainable  
parameters  and  
risk  premia via  
factor  exposure  
within  a  single  
index  solution

D
EG
R
EE
  O
F  
SU
ST
AI
N
AB
IL
IT
Y  
AD
JU
ST
M
EN
TS

Market  Cap   Multi  Factor

Ex
cl
us
io
ns

ES
G
  In
te
gr
at
io
n

“I  want  to  improve  specific  
ESG  exposures”

“I  want  to  reflect    certain  
ESG  preferences”

“I  want  to  achieve  specific  
investment  outcomes  and  
reflect  ESG  preferences”

DEGREE  OF  MOVEMENT  AWAY  FROM  MARKET  CAP

“I  want  to  gain  specific  ESG  
and  risk  premia factor  

exposure”

Smart  beta  and  sustainability

Smart  
Sustainability

Source   :  FTSE  Russell
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Freechoice Fund  Range

Fund Underlying  Manager
Funder   Under  Management  

(£  000’s)
Percent  of  assets  

(%)

Global  Bonds  - Active H20 5.0 0.2

Emerging  Markets  Equities  – Active Trilogy,  Schroders 43.9 1.5

Global  Equities  – Passive Legal  &  General 1,801.4 62.9

Global  Equities  – Active MFS,  M&G,  RWC,  Artemis,  
Jupiter,  Trilogy,  Schroders 336.0 11.7

UK  Equities  – Passive Legal  &  General 15.1 0.5

UK  Equities  – Active RWC,   Artemis,  Jupiter 73.3 2.6

Shariah Law  – Passive HSBC 12.4 0.4

Sustainable  and  Responsible  
Equities– Active Jupiter 16.7 0.6

Property  – Active Threadneedle and  
Legal  &  General 72.5 2.5

Diversified  Assets  – Active BlackRock,  Investec 235.6 8.2

Fixed  Income  Bonds  – Passive Legal  &  General 144.6 5.0

Index-Linked  Bonds  – Passive Legal  &  General 21.0 0.7

Cash  – Active Legal  &  General 86.5 3.0

2,863.9 100.0

PUBLIC
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Value Low  
Volatility Quality Low  Size

FTSE  All  
World  
Index

Balanced  
Factor  
Index

FTSE  
Russell  
Value  

tilt  factor

FTSE  
Russell
Low  

Volatility
tilt  factor

FTSE  
Russell
Quality
tilt  factor

FTSE  
Russell
Size  

tilt  factor

x x xx

A  Better  DC  Default
The  Balanced  Factor  Index

PUBLIC
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FTSE  All-World  ex  CW  
Balanced   Factor  Index
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Source:  FTSE  Russell.  
Modelled  performance   from  September   2001   to  31  March  2016   compared   to  the  FTSE  All  World  
Index.
Past  performance  is  no  guarantee  of  future  results.  Returns  shown  may  reflect  hypothetical  historical  performance.  
See  end  of  presentation  for  FTSE  Russell’s  legal  disclosures.

FTSE  All  World  Index

Performance  p.a. Volatility7.05% 16.29%FTSE  All  World

Performance  p.a. Volatility9.59% 14.79%
Balanced   Factor  

Index

Target  better  risk  adjusted  returns…

A  Better  DC  Default
The  Balanced  Factor  Index

PUBLIC
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+

Building  a  Smart  Sustainability  framework
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0.46

0.00

0.23

0.46

-3%

46%

17%

45%

-0.10

0.00

0.10

0.20

0.30

0.40

0.50

Value  Factor  Index  
(A)

CO2  Emission  Index  
(B)

Composite  Index  
(0.5A+0.5B)

Tilt  -Tilt   Index  (AB)

Active  Value  
Exposure

Carbon  
Emission  
Reduction

Factor  exposure  and  sustainability  
interactions

• A  broad  Value  Factor  
index  and  a  low  CO2
Emissions  index

• Value  Factor  index  3%  
reduction  in  emissions.  
CO2 Emissions  index  
has  no  active  value  
exposure

• Composite  approach  to  
blending   of  indexes  
results  in  reduced  
Value  exposure  and  
Carbon  Emissions  
compared  to  
standalone  indexes

• Integrated  Tilt-Tilt  
maintains  factor    
exposure  and  Carbon  
Emissions  Reduction

Source:   FTSE  Russell.  FTSE  All-World  March  2017.   The  Value   Factor   Index   is  a  broad   unconstrained   factor   index.   The  CO2  Emissions  Index   is  sector  neutral   with  no   additional  
constraints.   Past   performance   is  no  guarantee   of   future   results.     Returns   shown  may  reflect  hypothetical   historical  performance. See   end   of  presentation   for   legal  disclosures.  
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1.  Goals

Target  similar   levels  of  active  
exposure  among  four  factors
• Value
• Low  Volatility
• Quality
• Size

Incorporate  protection  for  climate  
change  risk  by  tilting   exposure  for
• Fossil  Fuel  Reserves
• Operational  CO2e  Emissions  
• Revenues  from  “Green”  
products

Hard  exclusion  of  companies  involved  
in  “controversial  weapons”  (e.g.  
cluster  munitions,   land  mines)

2.  Challenges

• Maintaining   transparency  in  
methodology  

• Reduce  turnover  from  index  
rebalancing    

• Maximizing  intended  exposure  
levels  

• Climate  parameters  to  not  create  
too  high  a  tracking  error  

3.  Result

Index  to  be  used  as  the  basis  of  an  
investment  fund  and  core  allocation  
within  direct  contribution  (DC)  plan  
as  the  long  term  default   investment  
option  for  scheme  members

Case  study:  Climate  Balanced  Factor  Index

Trustees  of  the  pension  scheme  wanted  an  index  solution   for  their  Default  Fund  that  was  
consistent  with  long  term  investment  objectives/values  and  also  climate-risk  aware

Source   :  FTSE  Russell
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‘Balanced  
Factor’  
Index

‘Climate  
Balanced  
Factor’  
Index

Each  
stock

Carbon  Reserves
Coal:  Pure  coal  players  

excluded,  
others  reduced  in  weight  by  

75%.
Oil  &  Gas:  Reduce  weight  by  
25%  for  Oil  &  Gas  producers,  
Oil   equipment,  services  &  
distribution.   Further  reduce  
exposure  to  oil   and  gas  

producers  with  higher  carbon  
reserve  intensity.  

Carbon  
Emissions
Tilt  towards  

companies  with  
lower  emissions  
on  a  sector  
neutral  basis

Green  Revenues
Tilt  towards  

companies  with  
greener  
revenues

A  Better  DC  Default
The  Climate  Balanced  Factor  Index

PUBLIC
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HSBC  Bank  (UK)  Pension  Scheme  – Integrated  ESG
Trustee  Investment  Beliefs

PUBLIC

“We  expect  trustee  boards  to  take  account  of  risks  
affecting  the  long-term  financial  sustainability  of  the  

investments”

“Where  you  think  environmental,  social  and  
governance  (ESG)  factors  are  financially  significant,  

you  should  take  these  into  account”

“Environmental,  Social  and  Governance  issues  
should  be  a  material  factor  in  investment  decision  

making”
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Source:  FTSE  Russell.   Modelled  performance   from  31/03/12   to  
31/03/16     
Past  performance   is  no  guarantee   of   future   results.  Returns  shown   may  
reflect  hypothetical   historical  performance.   See   end  of  presentation   for  
FTSE  Russell’s  legal  disclosures.
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FTSE  All  World  Index

Tracking  Error  between  
Balanced   Factor  Index  &  
Climate  Balanced   Factor  

Index:  60bps

Green RevenueCarbon  Reserves

Climate  Measures  versus  Market  Cap

Carbon  Emissions36% 44% 30%

Green RevenueCarbon  Reserves Carbon  Emissions69% 28% 105%

Balanced   Factor  
Index

Climate  Balanced  
Factor  Index

Incorporate  protection  for  a  transition  to  a  Low  Carbon  Economy

A  Better  DC  Default
The  Climate  Balanced  Factor  Index

PUBLIC
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Factor  and  Climate  Exposure  outcomes

Source:   FTSE  Russell.  Based   on  20/03/2017   LIVE  data.     For  Illustrative   purposes   only

Combining  climate  &  
factor   tilting  greatly  
enhanced  climate  change  
exposures  without  
material  impact  on  factor  
exposures

FTSE  All-World   ex  CW  Climate  
Balanced  Factor  Index

FTSE  All-World   ex  CW  
Balanced  Index

FTSE  All-World  
Index

(Small)  
Size

Quality

Value

Green  Revenue  
Increase

Operational  
Emissions  
Reduction

Fossil  Fuel  
Reserve  
Reduction

(Low)  
Volatility

1.00

0.50

0.00

-0.50

-1.00

Momentum
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22AUGUST  2016A  Better  DC  Default
Improved  Company  Engagement

PUBLIC

Key  Climate  Related  Sectors

Oil  &  Gas,  Mining,  Electric  
Utilities,  Auto,  Banks,  

Insurance  and  Food  Retail

Focus  on  approx.  90  largest  
companies

Letter  to  the  Chair

Plans  for  migration  
to  a  2  degree  world

Vote  against  the  re-
election  of  the  Chair

No  plans  after  a  
year  of  

Engagement

Exclusion  from  the  
Fund

Improve  company  engagement
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Important  information

©  2017   London   Stock  Exchange   Group   plc  and   its  applicable   group   undertakings   (the  “LSE  Group”).  The   LSE  Group   includes  (1)  FTSE  International   Limited  (“FTSE”),  (2)  Frank  
Russell  Company  (“Russell”),  (3)  FTSE  TMX  Global   Debt  Capital  Markets   Inc.  and   FTSE  TMX  Global  Debt   Capital  Markets  Limited  (together,   “FTSE  TMX”)  and  (4)  MTSNext  Limited  
(“MTSNext”).  All  rights  reserved.

FTSE  Russell® is  a   trading   name  of  FTSE,  Russell,  FTSE  TMX  and   MTS  Next  Limited.   “FTSE®”,  “Russell®”,  “FTSE  Russell®”  “MTS®”,  “FTSE  TMX®”,  “FTSE4Good®”   and   “ICB®”  and  
all  other   trademarks  and   service  marks  used  herein   (whether   registered   or  unregistered)   are  trade   marks  and/or   service  marks  owned   or  licensed   by  the  applicable   member  of   the  
LSE   Group  or   their  respective   licensors  and   are  owned,   or  used   under   licence,   by  FTSE,  Russell,  MTSNext,  or  FTSE  TMX.  The   Low Carbon  Economy   Industrial   Classification  
System™  &  Low  Carbon  Economy   Industrial   Engagement   Matrix™  (US  Pat.Pend)   are  unregistered   trademarks  of  LCE  Risk  Ltd.

All  information   is  provided   for   information   purposes   only.   Every  effort   is  made  to  ensure   that   all  information   given   in  this  publication   is  accurate,   but   no  responsibility  or   liability  can  be  
accepted   by  any  member  of   the  LSE   Group  nor   their   respective   directors,  officers,   employees,   partners   or  licensors  for  any  errors  or  for  any   loss  from  use  of   this  publication   or  any  of  
the   information   or  data   contained   herein.

No  member  of   the   LSE  Group   nor   their   respective  directors,   officers,  employees,   partners   or   licensors  make  any   claim,  prediction,   warranty  or  representation   whatsoever,   expressly  or  
impliedly,  either  as  to   the  results   to  be  obtained   from  the  use   of   the  FTSE  Russell  Indexes   or  the   fitness  or  suitability  of   the Indexes   for  any  particular  purpose   to  which  they   might  
be put.

No  member  of   the   LSE  Group   nor   their   respective  directors,   officers,  employees,   partners   or   licensors  provide   investment   advice   and  nothing   in   this  document   should   be  taken   as  
constituting   financial   or  investment   advice.   No  member  of   the   LSE  Group   nor   their   respective  directors,   officers,  employees,   partners   or   licensors  make  any   representation   regarding  
the   advisability  of   investing   in  any  asset.   A  decision   to   invest   in  any  such  asset   should   not  be  made   in  reliance   on  any   information   herein.   Indexes   cannot   be   invested   in  directly.  
Inclusion   of  an  asset   in  an   index   is  not   a  recommendation   to  buy,   sell  or  hold   that   asset.   The  general   information   contained   in   this  publication   should   not   be  acted   upon   without  
obtaining   specific   legal,   tax,  and   investment   advice  from  a   licensed   professional.

No  part  of   this  information   may  be  reproduced,   stored   in  a  retrieval  system  or  transmitted   in  any   form  or  by  any  means,   electronic,   mechanical,   photocopying,   recording   or  otherwise,  
without   prior  written  permission  of   the  applicable   member  of   the  LSE   Group.  Use  and   distribution   of   the  LSE   Group   index   data   and the  use  of   their  data   to  create   financial   products  
require  a   licence  from  FTSE,  Russell,  FTSE  TMX,  MTSNext  and/or   their   respective   licensors.

Past  performance   is  no  guarantee   of   future   results.  Charts  and  graphs   are  provided   for   illustrative  purposes   only.   Index   returns shown  may  not   represent   the   results  of   the  actual  
trading   of   investable   assets.   Certain  returns   shown  may  reflect   back-tested   performance.   All  performance   presented   prior  to   the   index   inception   date   is  back-tested   performance.  
Back-tested   performance   is  not   actual  performance,   but   is  hypothetical.   The  back-test   calculations   are  based   on   the  same  methodology   that   was   in  effect   when   the   index   was  
officially   launched.   However,  back- tested   data   may  reflect   the  application   of   the   index  methodology   with   the  benefit   of  hindsight,   and  the   historic  calculations   of  an   index   may  change  
from  month   to  month   based   on  revisions  to   the  underlying   economic  data   used   in   the  calculation   of   the   index.  

This  publication   may  contain   forward-looking   statements.   These  are  based   upon   a  number  of  assumptions   concerning   future   conditions   that   ultimately  may  prove  to  be   inaccurate.  
Such   forward-looking   statements   are  subject   to  risks  and  uncertainties   and   may  be   affected   by  various   factors   that   may  cause   actual   results  to  differ   materially  from  those   in   the  
forward-looking   statements.   Any  forward-looking   statements   speak   only  as  of   the   date   they  are  made   and  no   member  of   the   LSE  Group   nor   their   licensors  assume  any  duty   to  and  do  
not   undertake   to  update   forward-looking   statements.  
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Smart	  Beta

John St Hill, Deputy Chief Investment Officer, National Employment Savings Trust
(NEST)
Ruben Feldman, Senior Quantitative Analyst, RobecoSAM

Moderator: Koen Van de Maele, Deputy Chief Investment Officer, Candriam

Stream	  2



NGO/investor	  campaigns	  in	  the	  farming	  and	  fish	  sectors:	  how	  data,	  
research	  and	  empirical	  evidence	  are	  driving	  public	  consciousness	  and	  

investor	  awareness	  on	  food	  risks	  and	  opportunities.
Introducing	  the	  launch	  of	  Fish	  Tracker.

Mark Campanale, Chairman, Fish Tracker
Maria Lettini, Director, Farm Animal Investment Risk & Return Initiative (FAIRR)

Moderator: Hugh Wheelan, Managing Editor, Responsible Investor

Stream	  2



Mark  Campanale,  Chair,  Fish  Tracker  Initiative
mark@fish-tracker.org
Responsible   Investor  Conference,  June  2017



In its pilot year, Fish Tracker is 
focused on analysing the exploitation 
of wild fish stocks by the 300+ 
publicly listed companies identified 
during the research.

Of the 300 listed companies under analysis, their market cap is 
US$529 billion

Of the initial 160 cohort of companies under observation, we have 
discovered revenue data totalling $382 billion

Transparent disclosures to market of fisheries revenue is 
approximately $40 billion, with fish related revenues likely to be 
much greater than this, and

Less than 10% of this cohort go on to disclose detailed information 
about fish revenues; very few disclose information about fish species. 



Overall a picture is emerging of a universe:
• Deficient in data, which is reflective of the 

wider data deficit across all wild catch 
fisheries activity

• Where connectivity between stock level 
data and company performance, historical 
and forecast, is the exception rather than 
the rule, and

• Whose earnings (and margins) are more 
volatile, where volume of investment bank 
research is lower, than similar agriculture 
or food production sectors 

• Scarcity and management risks may not be 
priced into investment decisions, in part 
due to lack of data.







Strengthening Wild Catch 
Fisheries Analysis

Phase Two
Extending beyond the initial pilot year the 
plan is to both broaden and deepen the 
work to date and move from piloting and 
testing of the approach to creation of an 
independent financial think-tank capable of 
exerting influence throughout the finance 
and fisheries sectors.

01.

Extending Analysis to 
Aquaculture

02.



Contact:

Mark  Campanale:     mark@fish-tracker.org
Ben  Metz:    ben@fish-tracker.org
Jon  Grayson:   jon@fish-tracker.org



Transforming	  the	  food	  sector:	  
Identifying	  investor	  risk	  in	  the	  protein	  supply	  chain

Maria	  Lettini
Director,	  FAIRR	  Initiative

Wednesday	  7	  June,	  2017
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Process	  originated	  in	  the	  US,	  taken	  up	  in	  
other	  Western	  countries	  and	  large	  meat	  
producers	  –Brazil,	  China	  and	  Russia

The	  development	  of	  intensive	  farming

World	  population	  increased	  
from	  3.2	  billion in	  1963	  to	  over	  
7	  billion in	  2014	  and	  is	  set	  to	  
be	  10	  billion	  by	  2050

World	  food	  production	  had	  to	  be	  
intensified

Rising	  incomes	  and	  urbanisation	  
has	  led	  to	  increased	  demand	  for	  
meat	  and	  dairy

Traditional	  livestock	  farming	  involving	  
multiple	  species	  replaced	  with	  
intensive	  farming	  systems

Fewer	  farms	  are	  raising	  more	  
animals

Around	  70% of	  food	  animals	  
globally	  (and	  99% in	  the	  US)	  are	  
raised	  in	  intensive	  farming	  systems

2016
25	  billion	  farm	  
animals

1966
7	  billion	  farm	  
animals

Meat	  production	  in	  least	  
developed	  countries	  doubled	  
1992-‐2012x2
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The	  four	  inconvenient	  truths	  of	  factory	  farming

Intensive	  farming	  is	  cheaper	  for	  consumers	  but	  impacts	  human	  health,	  the	  environment	  and	  investors’	  returns

This	  is	  about	  materiality,	  not	  morality

Threatens	  human	  
health

1

Endangers	  food	  
security

3

Contributes	  to	  
global	  warming	  and	  

pollution	  

2

Consumes	  our	  
planet’s	  scarce	  

resources

4



MSCI	  
Index

Class	  action	  lawsuit	  against	  JBS	  
announced

MSCI	  Index

Investigation implicates JBS in rotten
meat scandal; share prices fall by 10%
in one day

Rotten	  meat	  scandal	  in	  March	  2017	  impacts	  share	  price	  of	  world’s	  
largest	  meat	  producers

$2.2	  billion	  market	  value	  destroyed;	  potentially	   jeopardizing	  
planned	  subsidiary	   IPOs

Moody's	  downgrades	  JBS
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FAIRR	  is	  galvanizing	  investor	  influence	  

Case	  studiesInvestment	  risk	  report Benchmark

28	  ESG	  risks Transparency	  on
supply	   chains	  

Practical	  help	  by	  investors
for	  investors

Issue	  Briefings

BBFAW
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About	  the	  engagement
• Targeting	  20	  global	  fast	  food	  

companies

• Asking	  companies	   to	  phase	  out	  
the	  routine	  use	  of	  antibiotics	  in	  
global	  supply	   chains

Current	  Status
• First	  10	  in	  dialogue	  with	  team,	  

Second	  phase	  with	  10	  new	  
companies	   in	  progress

• Companies	   have	  already	  given	  
concrete	  public	  commitments to	  
phase	  out	  routine	  use	  of	  
antibiotics,	  

71	  institutional	  investors	  with	  over	  $2.5	  trillion	  AUM	  – open	  to	  new	  investors

Engagement:	  the	  routine	  use	  of	  antibiotics	  in	  the	  supply	  chain

vv

v
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Trends	  in	  sustainable	  protein

Rise	  of	  flexitarianism in	  Western	  markets
Meat	  and	  dairy	  consumption	   dropped	  15%	  between	  1980-‐
2012	  in	  the	  UK

Public	  procurement	  beginning	  to	  favour	  meat-‐free	  
options	  
German	  environment	  ministry	  banned	  meat	  from	  official	  events

Increasing	  possibility	  of	  a	  meat	  tax
Sugar	  tax	  was	  ridiculed	  – became	  law	  within	  just	  a	  few	  years

Increased	  consumer	  focus	  on	  health
Mintel	  report:	  Health	  trends	  to	  cut	  fat	  and	  cholesterol	  intake	  
are	  the	  most	  dominant	  factors	  affecting	  the	  red	  meat	  market

Animal	  welfare	  emerging	  as	  commercial	  opportunity	  
58%	  of	  consumers	  say	  they	  are	  becoming	  more	  concerned	  about	  
the	  treatment	  of	  animals	  raised	  for	  food

Growth	  of	  alternative	  protein	  market	  
Lux	  Research:	  demand	  for	  alternative	  proteins	  set	  to	  double	  by	  
2024
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Investment	  opportunities	  in	  alternative	  proteins

Dean	  Foods	   takes	  minority	   stake	  in	  Good	  
Karma	  Foods,	  a	  US	  producer	  of	  flaxseed-‐
based	  milk	  and	  yogurt	  alternatives

Hampton	  Creek	  produces	  egg-‐free	  
mayo

Unilever	  purchases	  Sir	  Kensingtons,	   a	  
sustainable	  and	  dairy-‐free	  condiment	  
company,	  and	  releases	  dairy-‐free	  ice	  
creams

Tyson	  Foods	  purchases	  5%	  stake	  in	  
Beyond	  Meat

General	  Mills	  launches	  301	  Inc.,	  a	  
business	  development	  and	  venture	  
unit	  to	  accelerate	  innovation	  in	  the	  
food	  space
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About	  the	  engagement
• Targeting	  16	  international	  food	  companies

• Addressing	   the	  material	  risks	  to	  the	  livestock	  
industry	   posed	  by	  the	  four	  inconvenient	  
truths

• Highlighting	  the	  opportunities presented	  by	  
the	  growing	  market	  for	  plant-‐based	  proteins

Current	  Status
• All	  companies	  but	  one	  responded;	   second	  

round	  of	  engagement	  ongoing

• Individual	   companies	   starting	  to	  show	  
leadership,	   e.g.	  Sainsbury’s	   collaboration	  
with	  Oxford	  University

Engagement:	  sustainable	  protein	  supply	  chains

v

46	  institutional	  investors	  with	  over	  $2.2	  trillion	  AUM	  – open	  to	  new	  investors



Thank	  you

Maria	  Lettini,	  Director,	  FAIRR	  Initiative

maria.lettini@fairr.org



Bribery and corruption

Eli Ane Lund, Head of Secretariat, Council on Ethics for the Norwegian Government
Pension Fund Global
Meggin Thwing Eastman, Vice President, Head of Impact and Screening Research, MSCI
ESG Research

Moderator: Valborg Lie, Director, Borg Consulting 

Stream	  2
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The	  Council	  on Ethics

Ø Advices	  Norges Bank	  on	  the	  observation	  and	  exclusion	  of	  companies	  from	  the	  	  950	  
bn USD	  Government	  Pension	  Fund

Ø Independent	  council	  of	  experts	  (five	  members)

Ø Supported	  by	  a	  secretariat	  of	  eight	  people

Ø Assesses	  companies	  according	  to	  10	  different	  criteria,	  one	  of	  which	  is	  the	  risk	  of	  
gross	  corruption



Tools	  employed	  in	  responsible	  management	  of	  the	  
GPFG

Ø Measures	  in	  day-‐to-‐day	  business:
→ Active	  ownership
→ Environment-‐related investments
→ International	  collaboration	  and	  contribution	  to	  the	  development	  of	  

best	  practice	  
→ Research	  and	  investigation

Ø Measures	  of	  last	  resort:
→ Observation
→ Exclusion	  of	  companies

46

Source:Minstry of Finance
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Companies	  currently	  excluded	  or	  under	  observation	  due	  
to	  the	  risk	  of	  corruption.
Excluded
• ZTE	  

Under	  observation
• Petrobras
• Petro	  China
• Leonardo

Covered	  by	  Norges Bank’s	  active	  ownership	  strategies
• Eni
• Saipem
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A	  risk	  based	  starting	  point	  – High	  risk	  industries	  in	  high	  
risk	  countries

• The	  construction	  industry	  in	  some	  countries
• The	  defence	  industry
• The	  petroleum	  industry	  in	  some	  countries
• The	  telecom	  industry

Ø First	  we	  map	  the	  corruption	  allegations	  against	  all	  companies.
Ø Then	  we	  target	  the	  worst	  offenders.
Ø We	  examine	  their	  immediate	  response	  to	  the	  corruption	  allegations	  and	  the	  measures	  the	  

companies	  take	  to	  prevent	  it	  from	  re-‐occurring.



49

An	  example	  -‐ Petrobras
• A	  massive	  scheme	  of	  overpricing.	  	  3	  per	  cent	  of	  contract	  values	  were	  divided	  between	  politicians,	  

political	  parties	  and	  some	  Petrobras employees.
• Petrobras did	  not	  pay	  the	  bribes	  directly,	  but	  key	  employees	  took	  part	  in	  negotiations	  of	  the	  corrupt	  

payments.	  
• 9	  Petrobras employees	  have	  been	  convicted	  of	  or	  charged	  with	  corruption.
• Petrobras has	  estimated	  losses	  at	  2	  bn.	  USD	  and	  claims	  to	  be	  a	  victim.
• The	  company	  commissioned	  an	  external	  investigation	  overseen	  by	  an	  independent	  committee.
• The	  company	  also	  established	  a	  compliance	  program,	  apparently	  in	  accordance	  with	  best	  practice.
• Our	  conclusion:	  Observation	  from	  January	  2016



Important	  factors	  for	  the	  Council’s	  assessment

• The	  incidents	  of	  corruption	  and	  the	  company’s	  response
• The	  risk	  profile	  of	  the	  company
• The	  effectiveness	  of	  the	  company’s	  compliance	  program

– Tone	  from	  the	  top
– Code	  of	  conduct
– Reporting	  and	  investigations
– The	  organisation	  of	  the	  compliance	  function
– Risk	  assessment	  and	  risk	  mitigation
– Training
– Third	  party	  due	  diligence	  

50
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CORRUPTION	  IS	  EXPENSIVE
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SHAREHOLDER	  
VALUE

Fines	  &	  penalties

Legal	  costs
Internal	  
investigations

Compliance	  
overhauls

Settlements

Stock	  prices	  drops
Reputational	  damage

Bribes	  paid

Loss	  of	  contracts

Executive	  turnover



A	  WIDESPREAD	  PROBLEM
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As	  of	  May	  2017,	  11.5% of	  MSCI	  ACWI	  Index	  companies	  
had	  faced	  a	  corruption	  controversy	  in	  the	  last	  3	  years

Based	  on	  MSCI	  ESG	  Research	  controversies	  data	  for	  MSCI	  ACWI	  Index	  constituents	  as	  of	  May	  22,	  2017	  

Rolls-‐Royce

Braskem

Teva Pharmaceuticals

Petrobras

JPMorganChase

Eni
JSW	  Steel

VimpelCom

Novartis

PetroChina

Wal-‐Mart
Panasonic

Airbus

Ericsson

Daewoo

Cimic
Medtronic

BHP	  Billion

Larsen	  &Toubro

Rio	  Tinto
Porsche



NOT	  ALL	  COMPANIES	  ARE	  EQUALLY	  AT	  RISK

541	  Per	  MSCI	  ESG	  Research	  methodology,	  using	  Corruption	  Perception	  Index	  (Transparency	  International);	  World	  Bank	  (Control	  of	  
Corruption	  Indicator,	  Political	  Stability	  and	  Absence	  of	  Violence/Terrorism	  and	  Rule	  of	  Low	  Indicator)	  
2	  MSCI	  ACWI	  Index	  as	  of	  May	  22,	  2017.	  Reflects	  controversies	  active	  in	  the	  last	  three	  years.	  15%	  vs	  5%	  controversy	  incidence.

Companies	  operating	  mainly	  in	  Medium	  and	  High	  Risk	  countries1 were

3x	  more	  likely	  to	  face	  corruption	  controversies
than	  companies	  in	  Low	  Risk	  countries2



INDUSTRY	  MATTERS	  TOO
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Companies	  in	  the	  highest	  risk	  industries1 were

3.3x	  more	  likely	  to	  face	  corruption	  controversies than	  
those	  in	  low-‐moderate	  risk	  industries2	  and	  accounted	  for	  25%	  of	  all	  cases

1	  Per	  MSCI	  ESG	  Research	  methodology,	  using	  Bribe	  Payers	  Index	  (Transparency	  International);	  World	  Bank	  Governance	  indicators
2	  MSCI	  ACWI	  Index	  as	  of	  May	  22,	  2017.	  Reflects	  controversies	  active	  in	  the	  last	  three	  years.	  24%	  vs	  7%	  controversy	  incidence.
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GOVERNMENT	  CONTRACTING	  IS	  A	  BIG	  RISK	  FACTOR
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Companies	  dependent	  on	  government	  contracts1were

twice	  as	  likely	  to	  face	  corruption	  controversies as	  
same-‐industry	  peers	  and	  accounted	  for	  58%	  of	  all	  cases2

1	  Defined	  as	  20%	  or	  more	  of	  revenue
2	  MSCI	  ACWI	  Index	  as	  of	  May	  22,	  2017.	  Compared	  to	  companies	  in	  same	  industries	  without	  government	  contracting	  dependence.	  27.2%	  vs	  
14.6%	  incidence.



FOCUSING	  ON	  THE	  ‘HOT	  SPOTS’
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THE	  ‘REPEAT	  OFFENDER’	  CLUB
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For	  more	  than	  40	  years,	  MSCI’s	  research-‐based	  indexes	  and	  analytics	  have	  helped	  the	  world’s	  leading	  investors	  build	  and	  
manage	  better	  portfolios.	   	  Clients	  rely	  on	  our	  offerings	  for	  deeper	  insights	  into	  the	  drivers	  of	  performance	  and	  risk	  in	  their	  
portfolios,	  broad	  asset	  class	  coverage	  and	  innovative	  research.	  

Our	  line	  of	  products	  and	  services	  includes	  indexes,	  analytical	  models,	  data,	  real	  estate	  benchmarks	  and	  ESG	  research.	  	  

MSCI	  serves	  97	  of	  the	  top	  100	  largest	  money	  managers,	  according	  to	  the	  most	  recent	  P&I	  ranking.	  

For	  more	  information,	  visit	  us	  at	  www.msci.com.

ABOUT	  MSCI
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Boston +	  1	  617	  532	  0920
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msci.com
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CONTACT	  US
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LIMITATION,	  ANY	  IMPLIED	  WARRANTIES	  OF	  ORIGINALITY,	  ACCURACY,	  TIMELINESS,	  NON-‐INFRINGEMENT,	  COMPLETENESS,	  MERCHANTABILITY	  AND	  FITNESS	  FOR	  A	  PARTICULAR	  PURPOSE)	  WITH	  RESPECT	  TO	  ANY	  OF	  THE	  INFORMATION.

Without	   limiting	  any	  of	   the	  foregoing	  and	   to	  the	  maximum	  extent	  permitted	  by	  applicable	   law,	   in	  no	  event	   shall	  any	  Information	  Provider	  have	  any	  liability	   regarding	  any	  of	  the	   Information	  for	  any	  direct,	   indirect,	   special,	   punitive,	   consequential	  
(including	   lost	   profits)	  or	  any	  other	  damages	  even	  if	  notified	   of	  the	  possibility	   of	   such	  damages.	  The	  foregoing	  shall	   not	  exclude	  or	  limit	  any	   liability	   that	  may	  not	  by	  applicable	   law	  be	  excluded	  or	   limited,	   including	  without	   limitation	   (as	  applicable),	  any	  
liability	   for	  death	  or	  personal	   injury	   to	   the	  extent	   that	  such	  injury	   results	   from	  the	  negligence	  or	  willful default	  of	   itself,	   its	   servants,	  agents	  or	  sub-‐contractors.	   	  

Information	  containing	  any	  historical	   information,	   data	  or	  analysis	   should	   not	  be	   taken	  as	  an	  indication	  or	  guarantee	  of	  any	  future	  performance,	  analysis,	   forecast	  or	  prediction.	   	  Past	  performance	  does	  not	  guarantee	   future	  results. 	   	  

The	  Information	  should	  not	  be	   relied	  on	  and	  is	  not	  a	  substitute	   for	  the	  skill,	   judgment	  and	  experience	  of	  the	  user,	   its	  management,	  employees,	   advisors	  and/or	  clients	  when	  making	  investment	  and	  other	  business	   decisions.	   	  All	   Information	  is	   impersonal	  
and	  not	  tailored	   to	  the	  needs	  of	  any	  person,	   entity	  or	  group	  of	  persons.

None	  of	  the	  Information	  constitutes	  an	  offer	  to	  sell	   (or	  a	   solicitation	   of	  an	  offer	   to	  buy),	  any	  security,	   financial	  product	  or	  other	   investment	  vehicle	  or	  any	  trading	  strategy.	  

It	  is	  not	  possible	   to	  invest	  directly	   in	  an	  index.	  	  Exposure	   to	  an	  asset	  class	  or	   trading	  strategy	  or	  other	  category	  represented by	  an	  index	   is	  only	  available	   through	   third	  party	  investable	   instruments	   (if	  any)	  based	  on	   that	  index.	   	  	  MSCI	  does	  not	   issue,
sponsor,	   endorse,	   market,	  offer,	   review	  or	  otherwise	   express	  any	  opinion	   regarding	  any	  fund,	   ETF,	  derivative	  or	  other	   security,	   investment,	   financial	  product	  or	   trading	  strategy	   that	  is	  based	  on,	   linked	   to	  or	   seeks	  to	  provide	  an	  investment	   return	   related	  
to	   the	  performance	  of	  any	  MSCI	  index	  (collectively,	   “Index	  Linked	  Investments”). 	  MSCI	  makes	  no	  assurance	  that	  any	  Index	  Linked	  Investments	  will	   accurately	  track	  index	  performance	  or	  provide	  positive	   investment	   returns.	  	  MSCI	  Inc.	  is	  not	  an	  
investment	  adviser	  or	   fiduciary	  and	  MSCI	  makes	  no	  representation	   regarding	   the	  advisability	   of	   investing	   in	  any	  Index	  Linked	  Investments.

Index	  returns	  do	  not	  represent	   the	  results	   of	  actual	  trading	  of	   investible	  assets/securities.	   MSCI	  maintains	  and	  calculates	  indexes,	   but	  does	  not	  manage	  actual	  assets.	   Index	  returns	  do	  not	   reflect	  payment	  of	  any	  sales	  charges	  or	   fees	  an	  investor	  may	  pay
to	  purchase	  the	  securities	  underlying	   the	  index	  or	  Index	  Linked	  Investments.	  The	   imposition	   of	  these	   fees	  and	  charges	  would	   cause	  the	  performance	  of	  an	  Index	  Linked	  Investment	  to	  be	  different	   than	   the	  MSCI	  index	  performance.

The	  Information	  may	  contain	  back	  tested	  data.	  	  Back-‐tested	  performance	  is	  not	  actual	  performance,	  but	   is	  hypothetical. 	  	  There	  are	  frequently	  material	  differences	  between	  back	  tested	  performance	  results	   and	  actual	   results	   subsequently	   achieved	  by	  
any	  investment	  strategy.	  	  

Constituents	   of	  MSCI	  equity	  indexes	  are	   listed	  companies,	   which	  are	   included	   in	  or	  excluded	   from	  the	  indexes	  according	  to	   the application	   of	  the	  relevant	   index	  methodologies.	  Accordingly,	   constituents	   in	  MSCI	  equity	  indexes	  may	  include	  MSCI	  Inc.,	  
clients	  of	  MSCI	  or	  suppliers	   to	  MSCI.	  	  Inclusion	  of	  a	   security	  within	   an	  MSCI	  index	   is	  not	  a	  recommendation	  by	  MSCI	  to	  buy,	   sell,	   or	  hold	   such	  security,	  nor	   is	   it	   considered	   to	  be	  investment	  advice.

Data	  and	  information	   produced	  by	  various	  affiliates	  of	  MSCI	  Inc.,	  including	  MSCI	  ESG	  Research	  LLC	  and	  Barra	  LLC,	  may	  be	  used	   in	  calculating	  certain	  MSCI	  indexes.	   	  More	   information	  can	  be	   found	  in	   the	   relevant	  index	  methodologies	   on	  www.msci.com.	  

MSCI	  receives	  compensation	  in	  connection	  with	   licensing	   its	   indexes	   to	   third	  parties.	   	  MSCI	  Inc.’s	  revenue	   includes	   fees	  based	  on	  assets	   in	   Index	  Linked	  Investments.	  Information	  can	  be	  found	   in	  MSCI	  Inc.’s	  company	  filings	  on	  the	   Investor	  Relations	  
section	  of	  www.msci.com.

MSCI	  ESG	  Research	  LLC	  is	  a	  Registered	   Investment	  Adviser	   under	  the	   Investment	  Advisers	   Act	  of	  1940	  and	  a	  subsidiary	   of	  MSCI	  Inc. Except	  with	  respect	   to	  any	  applicable	  products	  or	   services	   from	  MSCI	  ESG	  Research,	  neither	  MSCI	  nor	  any	  of	  its	  products	  
or	   services	   recommends,	  endorses,	   approves	  or	  otherwise	   expresses	  any	  opinion	   regarding	  any	  issuer,	   securities,	   financial	  products	  or	   instruments	  or	   trading	  strategies	  and	  MSCI’s	  products	  or	  services	  are	  not	   intended	   to	  constitute	   investment	  advice	  or	  
a	  recommendation	   to	  make	  (or	  refrain	   from	  making)	  any	  kind	  of	   investment	  decision	  and	  may	  not	  be	  relied	   on	  as	   such.	  Issuers	  mentioned	  or	   included	   in	  any	  MSCI	  ESG	  Research	  materials	   may	  include	  MSCI	  Inc.,	  clients	  of	  MSCI	  or	   suppliers	   to	  MSCI,	  and	  
may	  also	  purchase	   research	  or	  other	  products	  or	   services	   from	  MSCI	  ESG	  Research.	  	  MSCI	  ESG	  Research	  materials,	   including	   materials	  utilized	   in	  any	  MSCI	  ESG	  Indexes	  or	  other	  products,	   have	  not	  been	  submitted	   to,	  nor	   received	  approval	   from,	   the	  
United	  States	  Securities	  and	  Exchange	  Commission	  or	  any	  other	   regulatory	  body.

Any	  use	  of	  or	  access	  to	  products,	   services	  or	   information	  of	  MSCI	  requires	  a	   license	   from	  MSCI.	  	  MSCI,	  Barra,	  RiskMetrics,	   IPD,	  FEA,	   InvestorForce,	  and	  other	  MSCI	  brands	   and	  product	  names	  are	  the	   trademarks,	   service	  marks,	  or	   registered	   trademarks	  
of	  MSCI	  or	   its	   subsidiaries	   in	   the	  United	  States	  and	  other	   jurisdictions.	   	  The	  Global	   Industry	  Classification	   Standard	  (GICS) was	  developed	  by	  and	  is	   the	  exclusive	  property	  of	  MSCI	  and	  Standard	  &	  Poor’s. 	   	  “Global	   Industry	  Classification	   Standard	  (GICS)” isa	  
service	  mark	  of	  MSCI	  and	  Standard	  &	  Poor’s.

NOTICE	  AND	  DISCLAIMER
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MSCI	  ESG	  Research	  LLC	  and	  its	  affiliates	  (the	  “ESG	  Parties”)	  obtain	  information	  from	  sources	  they	  consider	  reliable,	  none	  of the ESG	  Parties	  warrants	  or	  guarantees	  the	  originality,	  accuracy	  and/or	  completeness	  of	  any	  data	  herein.	  None	  of	  the	  ESG	  Parties	  
makes	  any	  express	  or	  implied	  warranties	  of	  any	  kind,	  and	  the	  ESG	  Parties	  hereby expressly	  disclaim	  all	  warranties	  of	  merchantability	  and	  fitness	  for	  a	  particular	  purpose,	  with	  respect	  to	  any	  data	  herein.	  None	  of	  the	  ESG	  Parties	  shall	  have	  any	  liability	  for
any	  errors	  or	  omissions	  in	  connection with	  any	  data	  herein.	  Further,	  without	  limiting	  any	  of	  the	  foregoing,	  in	  no	  event	  shall	  any	  of	  the	  ESG	  Parties	  have	  any	  liability	  for	  any	  direct,	  indirect,	  special,	  punitive,	  consequential	  or	  any	  other	  damages (including	  
lost	  profits)	  even	  if	  notified	  of	  the	  possibility	  of	  such	  damages.

ADDITIONAL	  DISCLAIMER
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Real assets, reputation and biodiversity

Mark Mansley, Chief Investment Officer, Environment Agency Pension Fund
Mark Gough, Executive Director, Natural Capital Coalition

Moderator: James Hulse, Director, Hindsight Consultancy
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Finance Sector Supplement 
to the Natural Capital Protocol

Mark Gough
Executive Director, Natural Capital Coalition



The Finance Sector Supplement will help financial institutions incorporate 
consideration of natural capital impacts and dependencies, and to better 

assess risks and opportunities, into their lending, investment and 
insurance practices and processes.

At present, there is no agreed framework for financial 
institutions to measure and value their impacts and 

dependencies on natural capital.

What is the Finance Sector Supplement?



What is natural capital?
The stock of renewable and non-renewable natural resources, (e.g. 
plants, animals, air water, soils, minerals) that combine to yield a flow

of benefits to people



The Natural Capital Protocol

The Natural Capital Protocol was launched 
in July 2016.

It provides a standardized framework for 
businesses to integrate natural capital into 
their decisions.

The Finance Sector Supplement now 
aims to make this framework 
applicable to banking, investment and 
insurance contexts. 



Get involved! 

Contact	  consultation@naturalcapitalcoalition.orgto	  access	  
the	  consultation,	  to	  pilot,	  or	  for	  further	  questions.	  



Barriers	  to	  effective	  stewardship	  for	  asset	  owners:	  the	  journey	  of	  the	  
Red	  Line	  Voting	  Campaign	  

Janice Turner, Member, Department for Work and Pensions Trustees Panel and Co-
Chair, Association of Member Nominated Trustees (AMNT)
Peter Sparkes, Trustee, Thomas Cook Pension Scheme and Committee Member,
Association of Member Nominated Trustees (AMNT)

Moderator: Leanne Clements, Campaign Manager - Red Line Voting, Association of Member 
Nominated Trustees (AMNT)
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