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Denmark’s sizeable and numerous pension fund asset
owners are leaders in responsible investment. 

Few countries can boast having such well-respected
fiduciaries at the vanguard of investing in renewable
energy and green technology while demonstrating the
comprehensive adoption of long-term strategies for
incorporating well-honed environment, social and
governance risk and return factors into investment
decisions.

Green investments by Danish pension funds range from major infrastructure deals for
wind farms through to stakes in nascent biofuel companies, demonstrating a return
appetite in clean energy that is unmatched in any country of equivalent size. 

Danish asset owners also take their duty as sustainable capital owners extremely
seriously. The country is a rarity in having as many asset owner signatories (15) to the
UN-supported Principles for Responsible Investment (PRI) as asset manager signatories
(also 15).

Part of this push has been regulatory. In 2009, the Danish government allowed UNPRI
or UN Global Compact membership to represent a company’s legal corporate social
responsibility requirement. This led to a significant move by Danish asset owners to
sign up to the PRI. 

But Danish pension funds are no investment slouches, nor prone to political gesture
that doesn't match enlightened self interest. 

Responsible investment is seen as good investment governance with an eye to the
long-term opportunity and the avoidance of problems.

There’s no better way to understand why than to hear it directly from them! That’s
why for this RI Insight Denmark special, RI travelled to Denmark to talk directly with
the leading Danish asset owners about what has made the country a leader in
responsible investment.

We hope you’ll agree that’s it’s a fascinating Insight into how one country’s asset
owners are shaping institutional investing for the future.

Hugh Wheelan,
Managing Editor, Responsible Investor
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ATP, the Danish pension scheme created to
supplement the government pension that all
working Danes get when they retire, is one of the
world’s best-known responsible investors. Its list of
sustainability credentials is long and impressive.
Shortly after the UN-supported Principles for
Responsible Investment (PRI) was launched in 2006,
ATP became the first Danish asset owner to sign up
(there are now 15). The scheme has remained very
active in the PRI, as evidenced by its decision in
2011 to help draw up the Principles for Responsible
Investment in Farmland. 

ATP is also a signatory to virtually every other
international charter aimed at promoting sustainable
investment, including the CDP, formerly the Carbon
Disclosure Project, the International Corporate Governance
Network (ICGN), the Institutional Investors Group on
Climate Change (IIGCC) and the Extractives Industry
Transparency Initiative (EITI), set up to combat corruption in
the mining industry. Companies can be sure that if ATP
owns their stock it will want to see that they meet its high
standards with respect to environmental, social and
governance (ESG) issues. 

Although closely linked to the Danish government, ATP
is not located in Copenhagen. It has a sprawling
headquarters in the city of Hillerød, 40 kilometres north of
the Danish capital. There, RI spoke with Ole Buhl, head of
ESG Investments at ATP and Ulrik Dan Weuder, who is in
charge of alternative investments at the fund. 

Responsible Investor: When did ATP first embrace
responsible investing?

Ole Buhl: I think that our board first came up with the
guidelines for responsible investing in 1997. The actual
implementation was more gradual. We did our own
screening according to our own environmental, social and
governance (ESG) priorities until 2005. Then that year, we
hired our first external research provider, EIRIS of the UK,

and since then we have relied on a number of ESG research
firms including EIRIS. Although we, like other Scandinavian
investors, first pursued a policy of strict exclusions, our
board decided in 2008 that it would be a good idea to
begin engaging with investee companies as well. However,
we are not like UK pension funds that say it’s all about
engagement and not divestment. We have to keep
divestment as an option. There have to be potential
consequences to our engagements.

How big a fund is ATP now and
what is the asset allocation?

Ulrik Dan Weuder: We have around
DKK602bn (€80.7bn) in assets. Equities
account for about 10% of assets. Then
we have sovereign debt, nearly all of
which comes from the Danish and German governments,
that accounts for 50-60%. Then we have what is called the
inflation portion, which includes timber, infrastructure/
renewables and real estate, which makes up another 10%.
We have a commodities bucket that right now contains oil
futures and is equal to just around 1% of assets. 

How did the portfolio do in the first six months 
of 2013? 

Weuder: At 4.7%, we were a bit below our target (which
Weuder defines as the inflation rate plus productivity).
Although we’ve hit our  target again in the third quarter, it
is difficult to say if we will meet our target for the full year.

Unlike other Danish schemes, you don’t have a
sizeable renewables allocation. Are you not as
bullish as them about the sector?

Weuder: PensionDanmark, for example, deserves to be
complimented for being very proactive when it comes to
investing in wind parks. Although we have invested in u

“

”

We have to keep
divestment as an
option. There have
to be potential
consequences to our
engagements.

€80.7bn Danish pension
giant ATP shares its thoughts
on renewables, engagement
for sustainability and its
recent club deal to buy a
stake in DONG Energy, the
Danish energy company. 

INTERVIEW

Ole Buhl



onshore wind and solar parks, we have preferred to do more
in the area of enabling technology for renewables, such as
smart grids etc. The total allocation has been about DKK4bn.
And on offshore wind, we’ve had a decent look at it, but
we’re not sure about the cost of operation and maintenance
in the far future. As an investor you also have to have some
idea of where the spot market for the energy you provide will
be once the subsidies run out. That risk is difficult to quantify. 

There seems to be a lot of interest in wind and solar
parks among European pension funds, but
unfortunately there are not that many investable
projects currently. Is that correct?

Weuder: There are a lot of projects in the pipeline, but
there is also a lot of risk associated with possible policy
changes. We saw that with the rollback of renewable
subsidies in Spain and changes in subsidy programs in
general. That’s the reason for our reluctance and that of
other pension funds in my view.

Bearing the risks in mind, where would you say the
wind power opportunities are?

Weuder: I think they’re in northern Europe, particularly
Ireland, UK, Finland, Sweden and Norway to some extent,
and Denmark if you’re looking at offshore. Those are the
comfortable markets I would say, and it seems that every
week we see new projects in Finland and Sweden. 

Would you say that your recent decision to invest
DKK2.2bn in DONG, the Danish energy firm that is
the world’s biggest offshore wind developer, is part
of your renewable strategy?

Weuder: Absolutely. 

What do you expect from the investment? 

Weuder: There is definitely a lot of upside potential to the
DONG shares we hold (ATP owns 5% of DONG, while
Goldman Sachs and ATP pension fund peer PFA have 19%
and 2%, respectively). The new management has a lot of
interesting strategies, for example in wind power and
geothermal. But strategies have to be implemented in
order for them to be rewarding.

How did the deal come about?

Weuder: The government, which still owns a majority of
DONG’s shares, said about a year and a half ago that it
wanted to get private investors on board at the company.
The way was cleared when they brought in a new chief
executive (Henrik Poulsen). We bid in the first round and
then were invited to the second. I think we’re very happy
with the prospects for the investment, as otherwise we
would have not ultimately signed on to the deal. Just to
point out: DONG also has conventional fossil fuels (coal
and gas) in its energy mix, even though its renewables are
becoming increasingly important. By 2050, Denmark wants
to rely on renewables completely for energy. Yet in the run-
up to that, the country will need fossil fuels as a transitional
energy source. 

The government has promised to buy back your
shares at a guaranteed price if DONG is not fully
privatised by 2018. Does that mean ATP bought the
shares at a level lower than the guaranteed one?

Weuder: We can’t comment on that.

Just to catch up our audience – 
what happened to the €1bn 
fund you announced during the
Copenhagen climate summit of
December 2009? Did any of the
money go to projects in developing
countries?

Weuder: No investments were ultimately
made, but the money is still there. But let
me tell you an interesting story: In 2010
we actually were preparing to invest some
of that money in Brazilian hydropower.
There was a dam project in the Amazonas that had
minimal environmental impact. We could have gotten an
8% return in the local currency on that. Sounds good
right? However, one could at that time get a 12% return in
local currency by buying into Brazilian state debt! In other
words, the risk-free investment for us was 12%. And as a
pension fund we try to optimize the risk-reward
relationship so an investment in hydropower at that time
made no sense; we are not here just to subsidize
renewable energy. 

OK, what are you doing with your equity
investments that would be considered responsible?
Do you vote all of your shares for instance? 

Buhl: Regarding equities, I first have to give a little bit of
background. After the financial crisis hit, we decided to sell
our foreign stock due to liquidity concerns. So we have not
been invested in foreign companies for three or four years.
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“By 2050, Denmark
wants to rely on
renewables completely
for energy. Yet in the
run-up to that, the
country will need
fossil fuels as a
transitional energy
source. ”



Including DONG, we own the shares of 35 Danish
companies, and those investments are managed by a five-
member team. We do all our engagement and voting
ourselves. And while the team does vote at annual general
meetings (AGMs), the more important thing in our view is
the engagement between the AGMs. We try to influence
management so that we don’t wind up voting against it.

So how is the engagement going? What issues are
most important to ATP?

Buhl: We have a policy of not revealing with whom we’re
engaging when it is happening. Having said that, ATP has
at times confirmed information that has gotten out to the
public or publications like Responsible Investor regarding its
engagement. We are particularly concerned with corporate
governance issues like remuneration and board

independence. I can also point to a
small example of where our
engagement was successful. The Danish
pharmaceuticals firm Lundbeck had a
drug that somehow was being used in
the US to kill prisoners. They didn’t want
this to happen, of course, but because
they didn’t have control over a

distributor, the drug was getting into the wrong hands. We
and other investors like Unipension (a €12bn Danish
scheme) met with Lundbeck to raise our concerns. The
company then corrected the problem. Although I
understand that Unipension divested over the affair, we
remained a shareholder. I don’t think, however, that the
funds can take that much credit for what Lundbeck did. 

You sound a bit sceptical about engagement, 
Mr Buhl… 

Buhl: By creating an overly positive public image of what
can be achieved through engagement, we run the risk of
eroding its credibility as a central tool in responsible
investment. My real-world experience is that engagement is
sometimes great, and sometimes you need other tools.

Having said that, I do consider the PRI’s Clearinghouse
platform (where investors representing €1.45trn
coordinate engagement efforts on ESG issues) to be a
success. But again, I believe they have been most successful
when choosing themes where it was possible to formulate
a clear goal with the engagement, which is then shared by
all participating investors.

Has the PRI been a useful 
reference in finding external 
fund managers that understand 
and share your approach to
responsible investing? 

Buhl: No, and we don’t think that this
would be appropriate for the PRI. Some
asset managers might feel that this is the
case, but we don’t agree with that.
Rather, the PRI has been valuable to us for
other reasons. One is that it is an
excellent international network where
investors can learn from each other and
share their experiences. The other is that
the PRI introduced the concept of
engagement with investees before
divestment. That’s a flexible approach
that has enabled SRI investing to leave the fringes and
become increasingly part of the mainstream. The PRI can
take a lot of credit for that.

Weuder: Just to supplement Ole’s comment: In the last
couple of years, we have been asking our external
managers to report back to us on ESG issues. That has,
of course, led to companies taking those issues more
seriously, which is precisely what we want. Also, back in
2010 and 2011 we told our managers that PRI is
something they should take a look at. The result was
that quite a few of them signed up very soon
afterwards.

Interview by Jan F. Wagner
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“ In the last couple of
years, we have been
asking our external
managers to report
back to us on ESG
issues. That has, of
course, led to
companies taking
those issues more
seriously, which is
precisely what we
want. 

“

”

We try to influence
management so that
we don’t wind up
voting against it.

”

ATP’s Headquarters
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RI’s tour of responsible Danish pension funds for
this issue of RI Insight took us to a prominent
interview at Unipension, the DKK100bn (€13.4bn)
scheme based in the Copenhagen suburb of
Gentofte. There, Nils Erik Petersen, chief investment
officer of Unipension and Zaiga Strautmane, head of
ESG, discussed the scheme’s responsible investment
approach. Beyond their responsibilities at the fund,
Petersen serves on the Advisory Council for the
Principles for Responsible Investment (PRI), while
Strautmane is currently vice chair of Denmark’s
Sustainable Investment Forum (DanSIF). 

Unipension is the administrator of assets for three
pension funds, including one for - as the name would
suggest - university professors and other employees in
higher education; one for architects; and one for
veterinarians and agricultural academics. It has about

100,000 members. Unipension
signed up to the PRI in early 2009,
just after the Danish government
launched a corporate sustainability
initiative for listed and state-owned
companies as well as institutional
investors. Under the initiative,
companies and investors were
induced to embrace a sustainability
standard like the PRI or the United
Nations’ Global Compact, or explain
if they did not. More than four years

later, Unipension is putting the PRI into practice.

Responsible Investor: Let’s start with the investment
basics. What is Unipension’s allocation?

Petersen: Generally speaking, we have 33% in listed
equities and another 10% in private equity, including
infrastructure and a little bit of renewable technology and
real estate. Another 22% of the assets are in high yield and
emerging market bonds. The rest is invested in Danish
government and Danish mortgage bonds. 

Compared with some of your peers your exposure
to renewable technology is low.

Petersen: Our goal is to produce the highest return
possible for our members and do so responsibly. But that
doesn’t mean that we have any specific allocation targets
for renewables. We’re investing for the long term, which
means that we do not focus on any special short-term
trends and all that stuff. Besides, investments that provide
us with more yield than say government bonds do not have
to be infrastructure. They could also be listed equities or
private equity. Another point is that during the financial
crisis, Spain was forced to cut subsidies for solar power. So
you see there is a very real political risk. And if you have an
investment horizon of 30 years like us, you have to be very
aware of that. We don’t want to put money in areas where
we are dependent on public support. 

On the other hand, we have invested a bit in
renewables through our private equity funds, buying, for
example, an onshore wind park that did well for us. We
also recently made a small investment in the biofuels
company BioGasol, because we think this is a growth area.

Strautmane: If I had to explain Unipension’s approach, I
would say that we’re not the ones who exclaim: “We have
to invest in renewables because it’s topical, so let’s go find
some!” We take a responsible investment approach to all
our asset classes. 

Do you vote your shares?

Strautmane: We have a policy of voting on all shares
globally. We use Hermes Equity Ownership Services for
voting and engagement on foreign shares. For Danish
shares, we do our own voting and engaging. We also use
Hermes EOS to screen our portfolio with regard to the
environmental, social and governance (ESG) issues
important to us. Previously, we were using EIRIS and Ethix,
but Hermes offered this new service along with the
engagement and voting they already do for us. 

Nils Erik Petersen, 
CIO of Unipension and 
PRI Advisory Council Member

INTERVIEW

Nils Erik Petersen

“

”

We’re investing for
the long term, which
means that we do
not focus on any
special short-term
trends and all that
stuff.

u
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What is of particular importance to Unipension
when engaging?

Strautmane: Corporate governance. If you have good
governance the risk of having many environmental and
social issues is smaller. Let’s say you’re unhappy with an
investee’s violation of labour rights. If there is not proper
governance at the board level, you won’t really get
anywhere. It would be like trying to fix a hole in the wall of

a house that is falling down because the
foundations are not sound. That said,
we prefer to engage with companies
than to exclude them outright. This may
displease non-governmental
organisations (NGOs), but our view is
that we can’t shut our eyes to what’s
going on by just divesting. Instead, we
take the more difficult, but in our view
more responsible, approach.

But you exclude some companies outright?

Strautmane: With certain companies we do not expect
that engagement will change their behaviour, which is why
we use exclusion. Examples of such companies are
manufacturers of cluster bombs, land mines as well as
nuclear, biological and chemical weapons (28 of the 29
firms on Unipension’s exclusions list are excluded for these
reasons). We know that it wouldn’t make much sense to
tell these firms that what they are doing is a bad idea. 

Have you divested companies after not getting
anywhere through engagement?

Strautmane: Yes, there is one company on our list that
refused to listen to our concerns, and that is CNOOC (the
Chinese oil giant which NGOs allege is guilty of human
rights abuses and environmental damage in Myanmar).
That is unusual, as usually our engagement leads to
improvement. And when we engage, we don’t set a
certain time period, like a year and a half, before we decide
to divest. Rather, we want to see progress on ESG.

Petersen: We also use our voting power in discussions
with companies. An investor can ultimately vote against
management if the issues are not being resolved.
Moreover, when we decide to get out of companies, we
really get out of them. It’s very difficult for them to
encourage us to re-invest; they have to really solve the
problems. I think that what we have done at Unipension is
to merge exclusion, which was typical of the Nordic
approach some years back, with engagement and voting.

How open are you on engagement? Some
institutional investors always tell us they’re
engaging behind the scenes but are never very
specific. That makes it hard to believe their story
and maybe hard for investors to build coalitions…

Petersen: You have to appreciate that much of what we
discuss with investees is confidential. They trust us and we
trust them. If your neighbour was to confide in you about
something and then what he said was published in the
newspaper the next day, he wouldn’t talk to you again. It’s
no different here. But your point is well taken. Credibility
on engagement demands a certain amount of
transparency. That’s why we publish on our website an
exclusion list and how we vote at annual general meetings
(AGM). We also publish engagement progress statistics and
cases of engagement where the companies are
comfortable with the publicity. As far as acting in concert is
concerned, the PRI’s Clearinghouse initiative is ideal for
that.

How big is your corporate bond holding and are you
engaging with issuers?

Petersen: The holding is about €1.5bn, and just like 
we do with our shares, we engage. One reason is to be
consistent about your ESG approach in cases where 
you own both the debt and stock of a company. It can
also happen that after selling shares in a company you
might wind up buying its bond. To be sure that our
guidelines on ESG are being followed, we have
discretionary mandates with our external bond and 
equity managers. 

Do you require that asset managers be PRI
signatories to get business from you? 

Petersen: We expect our managers to
have either signed up to the UN PRI or to
have similar guidelines. In some areas like
emerging markets it’s difficult to find
managers that are PRI signatories. 
But they do have to agree to our
investment guidelines, which of course are
influenced by the PRI. That is taken care of
when we do the contracts. There are some
managers signing up to the PRI who are
motivated by a desire to win more
mandates. We’re not bothered by that.
We meet with managers quarterly to scrutinise their 
investment process to ensure that our guidelines are 
being respected. 

Interview by Jan F. Wagner

“

”

With certain
companies we do 
not expect that
engagement will
change their behaviour,
which is why we 
use exclusion

“

”

We meet with
managers quarterly
to scrutinise their
investment process
to ensure that our
guidelines are being
respected. 
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In Denmark, the Principles for Responsible
Investment (PRI) have been hugely popular. No
less than 15 asset owners have signed up. And as

this report reflects, those Danish schemes take their
membership in the PRI very seriously.

But there are other Danish institutions doing
responsible investing without the internationally known PRI
credential. One such prominent fund is PBU, a DKK48.5bn
(€6.5bn) pension scheme for early childhood teachers that
is headquartered in one of Copenhagen’s many red brick
buildings. Instead of the PRI, the PBU has embraced the
Global Compact, which is the United Nations’ corporate
sustainability initiative. 

“As a guide to responsible investing,
the PRI is absolutely fine. But we feel that
the Global Compact is more relevant, as
it is a UN institution whose 10 principles
set out standards for investee companies
to comply with,” says Rasmus Juhl
Pedersen, the PBU’s spokesman on
responsible investment issues. PBU
elected to join the Global Compact in
2007 and has been reporting annually

on its progress in implementing the ten principles since.
For a responsible investor like the PBU, having 35% of

its assets in equities means a huge amount of engagement.
In 2012 alone, the scheme says it met with 299 investees
and voted on more than 2000 shareholder proposals at
annual general meetings (AGMs). In those votes, it says it
either opposed the company’s management or abstained
24% of the time. The environmental, social and
governance (ESG) issues most important to the fund
include: environmental management, climate change,
biodiversity, human and labour rights, corruption and
business ethics. To manage all of this, PBU relies on a
responsible engagement overlay product (REO) provided by
UK asset manager F&C. “We’re very pleased with F&C’s
overlay which is very thorough. Each quarter, we get back a
report that is a few inches thick and which recounts in
detail how F&C has engaged on our behalf,” says Morten
Schou, PBU’s chief investment officer who, like Pedersen,
was interviewed by RI in Copenhagen.

Corporate bonds make up another 9% of PBU’s assets,
and both men say that F&C also engages with debtors on

ESG issues important to the
scheme. But if PBU is only
lending these corporates
money instead of actually
owning them, how does that
work? “It is sometimes the
case that we buy the debt of
the companies whose stock
we own, so there’s already
engagement going on with
them,” replies Pedersen. “And
as far as the other corporate
issuers are concerned, F&C
tells us that investors like us
do have influence.” The rest of
the PBU’s portfolio includes
government bonds and
Danish mortgage bonds (37% of assets), property (9%),
emerging market bonds (5%), index-linked bonds (3%) and,
finally, renewables and infrastructure (2%). With this
portfolio, PBU earned 3% in the first half of 2013.

While it has invested in solar power in Spain and
France, PBU has, contrary to several other Danish schemes,
not gone much into wind power. Says Schou: “I think the
fact that we haven’t jumped on the wind park bandwagon
is because I know a thing or two about the risks. Those
risks, whether they concern the maintenance of subsidies,
the weather or the technology are often underestimated,
and investors are right to be sceptical.” 

For the PBU’s part, Schou has not ruled out doing
more in wind power but 
is looking for the right opportunities. 
Solar power has been much easier for the
scheme to invest in, as the sun has been a
given in the lands where the fund has put
its money and the technology is farther
along. Schou does admit though that the
PBU’s solar investments, which equal 1.5%
of assets, were hit by the decision on
behalf of Spain to cut subsidies. “But
overall, we’re still pleased with the
performance,” he adds. Most of PBU’s
renewable investments have been made through the
“Green Power Partners” fund, which the scheme helped
launch in January 2010. The other investors involved in the
fund are PBU peers PensionDanmark and AP Pension as
well as a private investment firm named Proark. 

PBU’s responsible engagement does not stop there. It
has also set up a microfinance fund for India, Africa and
South America together with PKA and Danish investment
fund IFU. The fund has grown to DKK400m, with PBU
providing one-fourth of that volume. Microfinance is where
investors either buy either the stock or bonds of finance
institutions in the Third World that specialise in loans to
local small- to midsize enterprises (SMEs). Then there is
PBU’s long track record of promoting, through private
equity investment, development in Vietnam or since 2012,
its involvement with yet another fund set up by the Danish
government to promote economic development in the
Third World. It seems that the list of PBU’s responsible
investment activities goes on and on.

by Jan F. Wagner

PBU, a responsible
Danish investor
outside of the
PRI’s fold

PROFILE

“

”

I think the fact that
we haven’t jumped
on the wind park
bandwagon is
because I know a
thing or two about
the risks. 

“

”

For a responsible
investor like the PBU,
having 35% of its
assets in equities
means a huge amount
of engagement

Morten Schou
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Danish commercial pensions provider PFA
made headlines recently by joining a
Goldman Sachs-led consortium that is

investing DKK11bn (€1.5bn) in DONG, the Danish
energy firm still majority-owned by the government.
In the deal, PFA is buying DKK800m worth of DONG
shares and gets to sell them back to the
government at a guaranteed price if DONG is not
privatised by 2018 (see related box piece). 

Even before the deal, PFA had established itself as one
of Denmark’s big renewable investors.
Last June PFA, in partnership with the
energy firm Syd Energi (SE), acquired all
of DONG’s onshore wind parks in
Denmark in a deal worth DKK760m. The
272 wind turbines can generate up to
196MW of power. PFA, which looks
after DKK370bn in assets, was also a
minor investor in a fund that finances
renewable energy projects in Africa. 

RI interviewed Jesper Langmack,
head of asset management at PFA,
about the DONG deal, its renewable
strategy and whether the Principles for

Responsible Investment (PRI) really are relevant to
responsible investors in Denmark.

Responsible Investor: What is the reason for your
decision to buy 2% of DONG Energy? What kind of a
return do you expect? 

Langmack: We see this as a long-term investment that
creates value for our customers in that we expect the
returns to be above those for the stock market. At the
same time, we are pleased to contribute to the greening of
Danish energy production.

Could PFA explain its strategy for renewable
investing. Beyond the DONG deal, what other moves
have you made?

We are looking for long-term, sustainable solutions and
this will include investments in renewable energy as the
market and political frameworks evolve. Our cooperation
with SE has so far led to the investment in 272 onshore
wind turbines and to the development of an investment
fund, called “SE Blue Renewables.” The fund will invest in
renewable and energy efficiency projects. 

At the (failed) Copenhagen climate summit of late
2009, ATP announced the creation of a €1bn fund
to invest in climate-friendly projects around the
globe. Did PFA join this fund?

We did not join the fund, but have committed several
million Danish kroner to the DI Frontier Market Energy &
Carbon Fund. In 2011, PFA was one of the founders of the
fund (Volume: DKK450m; other investors include
Norwegian life insurer Tryg and PensionDanmark). The fund
focuses on renewable energy projects and carbon credit
generating assets in Africa, where there is considerable
shortage of energy and a substantial need for investment in
it. For PFA, it was important to invest in profitable energy
projects and at the same time support responsible
investment developments on that continent.

INTERVIEW
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PFA was one of the first signatories to the UN-
backed Principles for Responsible Investment (PRI).
How have you gone about putting those principles
into practice? 

Even before signing up to the six principles, our risk analysis
of a certain sector or a company was done with respect to
environmental, social and governance (ESG) issues. Putting
the principles into practice has meant a more structured
approach. That means policies and guidelines for internal
and external managers. I think that, in general, there has
been an increased focus on ESG issues in financial markets,
as evidenced by the improved reporting on them on behalf
of investors and companies. 

There has been criticism of the PRI – one Danish
investor likened it to a box-ticking exercise. Indeed,
the PRI has struggled with the issue of monitoring
the progress of signatories with respect to ESG
investing. What are your thoughts?

We see the commitment as a continuing journey where we
work to integrate the principles across asset classes, share
our experiences with peers and stakeholders and
communicate our progress. The PRI has grown since we
joined, with signatories representing the different areas of
the investment industry. We are not really concerned with
whether the PRI can monitor progress but instead whether
it can maintain the focus on what the signatories signed up
to! It is important that signatories follow up on their
commitment by integrating the principles in their processes

and policies for active ownership. The new reporting
framework should address some of the concerns regarding
monitoring and transparency.

Finally, could you tell us how the PFA engages with
companies on ESG issues? What in PFA's view has to
change with respect to today's corporate
governance?  

Engagement on ESG issues is part of being a responsible
investor and the core of active
ownership. We work with a service
provider who screens our portfolio and
engages on our behalf. Generally, we
find that companies are open to discuss
challenges and include non-financial
information in their annual and
sustainability reports. There are,
however, some who do not respond
when we try to identify if there has been
an incident that conflicts with our
policies and guidelines. 

We understand that some may see
the engagement process as a black box.
But for us it is simply a matter of presenting the issues 
and our concerns to the company in a confidential manner.
Depending on the nature of the company, this can be a
long process. But again, we feel that both investors 
and companies have made progress with respect to 
ESG issues.

Interview by Jan F. Wagner

“
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whether the PRI can
monitor progress
but instead whether
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up to!

Photo: DONG Energy A/SThe Siri oil production platform owned by DONG

The capital hike for Danish energy giant DONG in which
local pension funds ATP and PFA are participating in looks
like a sweet deal for the schemes. Under its terms, the two
schemes plus US investment bank Goldman Sachs are
investing DKK11bn (€1.5bn) to buy DONG’s shares.

Putting up DKK8bn, Goldman accounts for the bulk of the
investment, followed by ATP with DKK2.2bn and PFA with
DKK800m. The deal gives Goldman 19% of DONG, ATP 5% and
PFA 2% as well as seats on DONG’s board. Meanwhile, the
government’s stake will be cut to 60% from a previous
81% as a result of this partial privatisation of DONG,
currently the world’s largest offshore wind park builder
and operator.

The deal looks good for the investors because the
government has promised to buy back their shares at an
agreed price should an initial public offering (IPO) of
DONG not happen by 2018. It is highly probable that the
agreed future price will be higher than the one the three
bought their shares for – book value would be the guess,
although no official price has been revealed – as
otherwise the three private investors would have taken a
pass. If the IPO goes ahead, the investors stand to profit
as the shares will undoubtedly be priced significantly
above DONG’s book value.

Neither ATP (total assets: DKK602bn) nor PFA (DKK370bn)
could be drawn on exactly what kind of return they expect from the
investment in DONG. But PFA asset management head Jesper
Langmack said they would match those for equity investments,
while Ulrik Dan Weuder, Head of Alternative Investments at ATP,
said there was a lot of “upside potential” for the DONG shares held
by ATP. Interviewed by RI for this report, Weuder attributed some of
that potential to strategies that DONG has for renewable power,
particularly that of offshore wind and geothermal.

Dong Deal
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As the example of Pensionskassernes
Administration (PKA) shows, a pension
fund’s beneficiaries are often the key to

transforming an institutional investor into a
responsible one. 

As pension administrator, the PKA looks after
DKK180bn (€24.3bn) in assets for five funds from
Denmark’s health care and social services sectors.

According to Susanne Røge Lund, Head
of Responsible Investment at the
administrator, PKA has invested ethically
for years, because its members, 90% of
whom are women working as nurses,
midwives and occupational therapists,
demand it. In 2005, those guidelines
were updated after talks with delegates
from the pension funds associated with
it. “They felt strongly about this issue, so
we changed our guidelines to include
the principles of the Global Compact,”
Lund says, referring to the United
Nations’ corporate sustainability
initiative. “That meant, for example, that
we wanted to ensure that companies we
invest in respect labour rights such as
permitting unions or eschewing child
labour. We also wanted to have a

positive impact on the climate by investing in renewables”.
PKA, which has 26% of assets in equities, excludes

outright companies involved with controversial weapons
like cluster munitions, anti-personnel mines and nuclear
weapons as well as firms dealing in tobacco. Topping the
exclusion list, therefore, are virtually all US defence firms
(General Dynamics, Raytheon and Boeing) as well as the
likes of Philip Morris and British American Tobacco.
Regarding tobacco, which some in responsible investment
don’t see as unethical due to the involvement of farmers,
Lund says: “It’s no surprise considering that our members
are working in the health care sector.” All told, PKA has
some 90 companies on its exclusion list – though several of
them got there after the scheme failed in its engagement
efforts. 

So how does the PKA engage? To first judge how
investees do on environmental, social and governance
(ESG) issues that it deems important, PKA uses research
provided by Sustainalytics. Investees in breach of the Global
Compact are marked in red, and PKA then decides which
companies to engage with. The next step is to contact
Hermes Equity Ownership Services (Hermes EOS), which
PKA uses for engagement and for voting. “If, during the
engagement process, we think the company is addressing
our concerns, they stay in our investment universe,” says
Lund. “If, however, they refuse to enter into a dialogue
with us or say that they are not in breach of the Compact,
we may have to put them on our exclusion list.” One recent
example of the latter case is Vedanta Resources, a UK
mining firm. Vedanta has been criticised by human rights
groups for running a bauxite mine in India that the groups
say is polluting the environment and damaging the
indigenous population. 

Lund stresses, however, that while PKA has high ESG
standards, it tries to be patient with companies and divests
only as a last resort. “We understand that if we sell our
shares, we couldn’t effect change any more,” she says,
adding that as PKA is legally obliged to make the highest
return possible, it endeavours to keep its investment
universe as big as possible. Asked whether she thought
that PKA’s responsible investment approach enhanced its
return, Lund replied that there was really no way of
knowing: “We haven’t done any studies on that, but
academics have provided evidence that it does and that it
doesn’t. I think it’s clear that a company with good
governance will have less reputational risk
which supports the value of the firm.” For
the first half of 2013, PKA reported a
return of 0.3% - down considerably from
the 7.3% earned in the same period a year
earlier. The scheme said its bond portfolio
was hit hard by rising yields, adding that it
expected a better performance in the
second half. PKA has 47% in bonds, including sovereigns,
corporates and the emerging markets. Another 17% of the
money is in real assets, meaning property, forestry,
infrastructure, farmland and inflation-linked bonds. 

PKA is responsible, 
because that’s the way its
beneficiaries like it!
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The remainder of the portfolio is in absolute-return
strategies, and Lund says the administrator has reduced its
exposure to equities somewhat in favour of those
strategies. 

True to its commitment to climate-protection, PKA is a
big investor in renewables, particularly wind parks. It has

already allocated DKK7.5bn to
renewables and related infrastructure
and plans to almost triple that allocation
by 2018 (DKK20bn). Included in this are
the newly activated 400MW Danish
offshore wind park Anholt, of which
PKA is part-owner and Butendiek, a
288MW offshore facility being
constructed 32 kilometres west of the
German island of Sylt. PKA is one of
several investors and banks financing
Butendiek, having contributed
DKK750m (€100m) to the project. Lund
says there is also a third wind park
investment in the pipeline but couldn’t
be drawn on further details. PKA also is
trying to make a difference in Africa
through ownership of farmland there.
“There’s a growing middle class in

African countries and, hence, a growing need for food,”
says Lund, adding: “A positive side effect of these
investments is training local farmers to use the soil in a
sustainable way or helping them to bring their harvest to
the markets when they can get a better price.“ 

Like Danish pension giant ATP, PKA is a signatory to the
Principles for Responsible Investment (PRI) and the separate
PRI charter for farmland investments. On the PRI, Lund says
PKA particularly appreciates its Clearinghouse platform,
where like-minded investors can coordinate engagement
efforts on ESG issues. The platform enabled the PKA to
participate in engagements with BP during its oil spill crisis
of 2010 and with US retailers regarding their supply chains
following an accident in Bangladesh earlier this year that
claimed more than 1,000 lives.

by Jan F. Wagner

“ The (Clearinghouse)
platform enabled the
PKA to participate in
engagements with BP
during its oil spill
crisis of 2010 and 
with US retailers
regarding their supply
chains following an
accident in Bangladesh
earlier this year that
claimed more than 
1,000 lives.”

“There’s a growing middle class in African countries and, hence, a growing need for food”
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When you visit PensionDanmark, a major
wind power investor, you notice that the
upper levels of its Copenhagen office

offer a good view of Middelgrunden, a small
(40MW) offshore wind park in the city’s bay. As you
see the turbines twirl, you can’t help asking yourself
whether PensionDanmark owns that park too?  

The answer is no. Middelgrunden was built well before
the DKK138bn (€18.5bn) multi-
employer scheme started investing in
wind power. But it is a fair question,
considering that since 2010,
PensionDanmark has spent several
billion Danish kroner to acquire wind
parks in and outside of Denmark. In
March 2011, for example, it and Danish
peer PKA paid DKK6bn to become half
owners of an offshore wind park in
Denmark’s Kattegat sea. The 400MW

facility, named after the Anholt island it is near, was then
inaugurated in early September during a ceremony at sea.
In attendance were the Danish Queen, Margrethe II, who
activated the park, and a very proud Torben Möger
Pedersen, chief executive of PensionDanmark. 

Addressing the crowd, Pedersen said PensionDanmark
would continue its big push into wind power and other
renewables, committing another DKK12bn to them by
2018. This would increase the scheme’s exposure to the
asset class to 10% of assets from 8% now. Included in the
current figure are PensionDanmark’s investments in four
wind parks in the US, one of which was that country’s first
offshore facility (Cape Wind in Nantucket Sound). So what
kind of return does the scheme expect from its wind park
investments? Speaking to RI at PensionDanmark’s
Copenhagen office, Jens-Christian Stougaard, Director of
Socially Responsible Investments (SRI), did not quantify it,
but did say that it was attractive (Pedersen, meanwhile, has
previously told a news agency that the return would be
between 7% and 8%). 

That sounds promising. But other European pension
funds, including some in Denmark like the PBU or ATP (see
related article), are sceptical of investing in wind parks
owing to possible risks including the maintenance of
subsidies, the weather, or, in the case of offshore facilities,

the fairly new technology. Stougaard replies that the
investor can get a good handle on those risks by building
the proper internal competencies, having good external
advisors and doing proper due diligence. Indeed, when
PensionDanmark has gone into offshore wind in Denmark,
things have gone well. The offshore park called Nysted
was already a proven technology when the scheme
acquired 30% of it in 2010. And for Anholt’s power, the
government is guaranteeing a fixed feed-in tariff for,
effectively, twelve years. “I see a big appetite for wind
parks among pension funds. That more deals haven’t
materialized yet probably has more to do with the lack of
assets currently than with any scepticism,” says Stougaard. 

PensionDanmark’s other recent renewable investments
include €151m to build a straw-fired biomass power plant
in the UK and an allocation of €80m to an investment
fund that finances clean energy projects in East Africa. But
the scheme’s sizeable renewable portfolio is just one
example of how seriously it takes responsible investing.
Others are its membership in the UN-
backed Principles for Responsible
Investment (PRI) – it was one of the first
Danish signatories – and its participation
in the Danish sustainable investment
forum (DanSIF). Stougaard is the current
Chair of that organisation, which he says is
not a political lobby but instead a platform
for like-minded responsible investors to
exchange ideas and discuss current trends.
DanSIF publishes an annual report that
provides a huge amount of detail on its
members’ sustainable efforts.

Regarding the rest of its portfolio,
PensionDanmark has 36% of total assets
in equities, 16% in high-yield bonds (both
corporate and sovereign), 26% in
government and mortgage bonds and
12% in real estate and other
infrastructure. With that allocation, the
scheme earned a respectable 3% in the first half of this
year. Stougaard says that in keeping with its commitment
to the PRI, the scheme is very much engaged with the 800
companies it invests in. To first score how investees do on
environmental, social and governance (ESG) issues,

The big wind park investor
that is PensionDanmark
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PensionDanmark relies on Sustainalytics, the Amsterdam-
based ESG research firm. For investee engagement and
voting in proxy, the scheme has been using the responsible
engagement overlay (REO) service of UK asset manager
F&C. Says Stougaard: “This year alone, we’ve voted about

700 times at annual general meetings
(AGMs) and agreed with management
80% of the time.” 

ESG issues that are of particular
importance to the scheme, which
provides a pension to Danish blue-collar
workers, are the respect of labour rights
as defined by the International Labour
Organisation (ILO), respect for the
environment, and corruption. With the
exception of those involved in the
manufacture of cluster bombs and anti-
personnel mines, PensionDanmark does
not exclude companies outright but
prefers to engage with them first to see
if they can align themselves with the

scheme’s position on ESG issues. If they don’t, the scheme
moves to sell the stock. Currently, 14 companies are on the
scheme’s exclusion list, including US retailer Walmart (over
violation of labour rights); US defence firms General
Dynamics and Lockheed Martin (cluster bombs/anti-
personnel mines); as well as media conglomerate News
Corp. and the Hyundai Motor Co. (over corruption and
bribery). Regarding real estate, PensionDanmark recently 

said it would use its influence to get employers and unions
in Denmark’s construction industry to establish a code that
would emphasize occupational health and safety during
building projects 

Stougaard says that, on behalf of the scheme, F&C
does some engagement with issuers of corporate debt, but
not with sovereigns: “Whenever I think about the possibility
of engaging with sovereigns, I’m reminded of a Norwegian
sitcom from the 1980s where a guy wanting world peace
calls up the Kremlin to discuss the matter. It just doesn’t
work for a sole investor!”

by Jan F. Wagner

“ ESG issues that are
of particular
importance to the
scheme . . . are the
respect of labour
rights as defined by
the International
Labour Organisation
(ILO), respect for the
environment, and
corruption. ”

Jens-Christian 
Stougaard

Anholt offshore wind farm
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Denmark is one of the most important
markets for Nordea Investment
Management. The firm runs €50bn of its

total €138bn in assets out of the Danish market, of
which €34bn is managed on behalf of institutional
clients.

Its presence in the Danish market goes back several
decades and indeed a significant element of the group is
the legacy Danish financial services companies that merged
to become part of Nordea in the late 1990s.

Speaking to RI, Allan Polack, Chief Executive Officer 
of the Nordic funds group, underlines the top-level
backing in Nordea for responsible investment through
what the firm calls “Returns with responsibility” which 
is expounded through a dedicated website:
www.returnswithresponsibility.com

Nordea believes that acting responsibly by observing
laws and regulations, relevant rules and international
conventions is a prerequisite for the companies it invests in

to achieve long-term good returns. 
For its own part as a fund manager,

signing the UN-supported Principles for
Responsible Investment, Polack says,
could either be a tick-box exercise or
have real buy-in as a fundamental part
of risk management and ESG analysis.
Nordea is investing significantly in the
latter. Polack says the catalysts are
growing client pressure and the media
attention that ESG issues receive in
Denmark and the broader Nordic region.
Pollack says Nordea’s “Returns with
responsibility” strategy is the fruit of five
years’ intensive work, but adds: “It’s only
the beginning really, because if you’re

committed then you need to look at the totality of your
investment products and methods across all markets.

The genial Polack has had a long Nordea career having
come through the firm’s life and pensions business. His
experience of the pensions and insurance savings industry
is second to none. He chairs the European Savings Task

Force, launched by
two of the leading
think tanks in
Brussels: the Centre
for European Policy
Studies and the
European Capital
Markets Institute,
which delivered a
background report 
in September 
with policy
recommendations
for Brussels legislators. 

The report, which can be linked to at:
www.ceps.eu/book/SFR is a response to the euro crisis
and an environment of low growth/low savings, and
includes work on the role of institutional investors as
sources of long-term capital and performance
measurement and compensation systems in savings
finance. Included are practical steps on how to gear
pension and investment product structuring towards long-
term investing and how to engineer a competitive market
for high-quality and cost-efficient savings solutions.

Polack is also keen, however, to underline that the fund
management industry itself needs to up its game on
responsibility, which links to some of the
findings of the Savings Task Force he is
heading: “We believe there is a question
of corporate social responsibility for the
asset management industry, which can be
enshrined in good ownership. We like the
concept of asset stewardship and see a
clear link to the benefits for savers,
regulators and society through better
governance. It’s a question of the future
credibility of asset management and its social obligations.

Nordea has certainly made a significant investment in
responsible investment staffing, indicating that it takes the
subject seriously and wants to execute well. Drilling down
to what this support actually means in the numbers game

PROFILE
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of investment, both in terms of asset returns and winning
client business, Polack says there are two clear rationales.
The first, he says, is risk management: “We have had
incidents of an ESG nature that have certainly had
significant material impacts on our investments.”

The second is client demand: “There has been
particularly strong backing from churches, foundations and
PRI signatories around the Nordic region for responsible
investment. But we’ve also seen growing interest in the retail
and private banking areas. The subject has been amongst
the best visited sessions in presentations to clients.”

However, he also notes that it is not easy for a
manager to have a fully-fledged position on ESG issues.
Nordea’s ESG policies are based international norms, but

Polack says the firm can sometimes be
more advanced than the accepted
guidelines, sometimes less, depending
on the topic.

Seizing on a recent topical tragedy,
he points up the dilemma: “How do you
ensure that your strategies are not
contributing to disasters like the Rana
Plaza factory disaster in Bangladesh?
That’s the situation of investment now.
It’s not an excuse to say that it is not our
problem.”

The answer, he says, is to engage with potential
problem companies, but says this requires real focus on the
risks themselves, possible violations and successful
engagement outcomes. “It’s a complicated area because
these issues are rarely black and white. Take, for example,
Walmart where many investors are concerned about their
employees’ rights of association with trades unions. That’s
an important issue, but Walmart is also one of the
employers with the best social provisions in the sector for

its employees. How do we act as an arbiter for what is
socially right? It’s the same for complicated energy issues
like fracking and tar sands where there are divergent
political forces at play around energy and
growth.”

One part of the answer, he believes, is
the growing body of work around what
constitutes good long-term investment.

“The question is can we define what
long-termism is because I think we will see
many more long-term references in investment and
discussions around measuring returns against GDP
weighted benchmarks, or performance measurement
based on total return and absolute volatility not relative
volatility.”

In its equity fund range, Nordea currently runs two
Stars funds: a Swedish Stars (25-30 holdings) and an
Emerging Stars fund (40-60 holdings), which combine ESG
research and engagement. 

The €300m Swedish Stars fund managed by Peter van
Berlekam, has outperformed the Six60 index in the last
couple of years, after underperforming in 2010. The
€390m Emerging Stars fund managed by Jorry
Noeddekaer has had a good start to 2013 and
outperformed the MSCI global emerging markets index by
2.61% in Q1, continuing its run above the benchmark
since inception in 2011. 

But in terms of the development of ESG, Polack
believes debt will be a key area, especially emerging market
and government bonds: “This is a delicate area and we’ll
need to be precise about this, but could there be an ESG
rating on states? How could you be precise about this? It’s
tricky, but just because it’s difficult doesn’t mean you
shouldn’t start doing it.”

by Hugh Wheelan
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