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Opening the 2014 RobecoSAM Forum in
Zurich on October 2nd and 3rd, titled
“Mobilizing Capital: Putting Sustainability

to Work”, Michael Baldinger, Chief Executive Officer
of RobecoSAM, started by subverting an often-held
mainstream view: “Sustainability investing is a
business driver and not a hygiene factor,” he told
the audience representing US$8trn in assets under
management. 

“ESG affects long-term performance,” he said,
arguing that it was vital to know if a company had poor
levels of corporate governance or no structure for
managing its supply chain risk in difficult countries: “You

need to know these before investing,
because they are linked to the long-
term performance of a company.”

Baldinger said the public was also
increasingly keen to be sustainable with
its retirement savings and convinced by
the economics. Almost four fifths (79%)
of Swiss pension fund members, he
said, polled in a RobecoSAM
commissioned market survey, believed

that sustainable investment strategies lead to better-
informed, long-term investment decisions. More than
1200 pension scheme beneficiaries from around
Switzerland participated, he added.

Baldinger said: “The survey shows people in
Switzerland want their money managed in a way that
considers ESG. We must take this very seriously.” 

He also noted that powerful players in the global
pension markets were increasingly engaging with
sustainability such as the California Public Employees'

Retirement System (CalPERS) who are pushing the ESG
agenda by integrating long-term
sustainability criteria into their Requests
for Proposals (RFPs) with asset managers. 

“It’s a clear sign of movement in the
right direction,” said Baldinger. 

He said this chimed with a statement
that he felt summed up the value of long-
termism: “Sustainability doesn’t mean less
profit. It means profit forever.”

“Pre-financial information”
On a subsequent panel, Erika Karp, Founder of
Cornerstone Capital and a former Managing Director and
Head of Global Sector Research for UBS, the financial
services group, said a key barrier to the mainstream
engaging with sustainability was ‘language’ during a
discussion with Robert Eccles, Professor of Management
Practice at Harvard Business School, on whether integrated
reporting (the combination of corporate financial and
sustainability data) could be an effective way to direct
capital to more sustainable investment. 

Eccles said interest in integrated reporting was
growing within companies but that, in turn, they reported
that few investors subsequently asked for the results:
“There is a perception in the corporate community that
the demand pool is not there,” he said.

Karp responded by suggesting that any investor asking
about the long-term was asking about sustainability, even
if the ‘socially responsible’ lexicon was too ‘niche’: “I
didn’t realise I was doing sustainability investing until I
learned the language. It literally is different. Investors don’t
know they are asking the questions, and corporations
don’t know they are being asked about ESG.”

The dates for the RobecoSAM Forum 2015 are 24-25 September.
Applications are open to asset owners only and interested asset owners can apply for a space for next year by emailing forum@robecosam.com

“ . . . people in
Switzerland want their
money managed in a
way that considers ESG.
We must take this very
seriously. ”

“Sustainability 
doesn’t mean less
profit. It means 
profit forever. ”

Left to right: Bob Eccles, 
Erika Karp, Hugh Wheelan

Michael Baldinger
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She suggested some terminology changes: “I don’t
like ‘corporate sustainability’, I prefer ‘corporate

excellence’. 
She also coined the term ‘pre-

financial’ to replace so-called ‘non-
financial information’, which she said
was a misnomer: “ESG is financial, but
not today,” she argued. Outlining her
own definition on the value of
sustainable capitalism, she called it:

“The relentless pursuit of material progress to a more
regenerative and inclusive economy. Perpetual profit.”

“Climate will be a mega trend affecting
sovereign bonds and fiscal patterns.”
Nick Robins, Co-Director of the United Nations
Environment Programme-organised Inquiry into the Design
of a Sustainable Financial System, said he believed the
Inquiry could be part of the solution to rapidly scale and
mobilise capital for the green economy. But he cautioned
that there was a lack of mainstream investor appetite for
sustainable finance: “We know the current investment
financial system is over-investing in assets which deplete
natural capital and under-investing in those that replenish
natural capital. Very few investors focus on sustainability
or the environment.” 

Robins said there was an annual shortfall of US$1trn
dollars in the incremental financing of green infrastructure
and that a further US$0.7trn per annum was needed to
achieve the so-called “clean trillion” with the goal of
greening US$5trn in underlying investment up to 2030. 

He compared that to the US$273trn of investment
already allocated through the financial system and
suffering from a variety of sustainability barriers from
short-termism through to policy incoherence and
mismanaged risk. 

Robins said another challenge was that current
market signals pushed investors towards short-termism
because of backward looking metrics and benchmarks
and short-term performance remuneration. Going
forward, he said there needed to be a focus on corporate
disclosure, with a greater emphasis on materiality and
investment decision-making. Tools to anticipate shocks
and turbulence in financial markets through the transition

to a low carbon economy, he said, were
also necessary: “It won't be smooth.
Assets are already stranded, and more
will be.”

He continued: “Climate will be a
mega trend affecting sovereign bonds
and fiscal patterns.” he said. 

By contrast, he said, supply in the
market for sustainable bonds could
offset the problem: “We need to grow
green bonds from niche to
mainstream.”

He said there were also concerns
around fiduciary duty: “The current

legal guidance for pension funds is irresponsible and much
is out of date. We need direct legal services with a modern

and prudent fiduciary interpretation.” Asked in the
question and answer segment about the possibility of
legal action on fiduciary duty and climate change, Robins
intimated that he’d heard talk of a test case, and
suggested the rumour could have legs: “The fiduciary duty
of pension fund trustees is to assess risk. The question is
not whether a fund has divested or not, but whether it has
looked at the risks to its beneficiaries, and if it hasn’t, does

it have a risk negligence case to answer? Are pension
funds assessing this? If not they could be liable to their
beneficiaries? I think this is an idea with some credibility
and I understand that some pension funds are building
quite big war chests around this. Watch this space!”

Hugh Wheelan, Managing Editor of Responsible
Investor, the conference Master of
Ceremonies, asked Robins whether there
was appetite from governments for the
Inquiry’s work on sustainable financial
systems. Robins said there was, especially
among large emerging economies as part
of a package of moving to sustainable
development: “There is a concern post
crisis that regulators don’t get in the way of the long term:
“They are looking at smart tools, not the burden of
regulation but changing the plumbing, for example, on
areas like climate pricing.”

The dates for the RobecoSAM Forum 2015 are 24-25 September.
Applications are open to asset owners only and interested asset owners can apply for a space for next year by emailing forum@robecosam.com

“ I don’t like ‘corporate
sustainability’, 
I prefer ‘corporate
excellence’. ”

“There is a concern post
crisis that regulators
don’t get in the way of
the long term. ”

“The current legal
guidance for pension
funds is irresponsible
and much is out of
date. We need direct
legal services with 
a modern and 
prudent fiduciary
interpretation. ”

Nick Robins
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The sustainability in emerging markets theme was
expounded in a challenging presentation by
Chandran Nair, the author and Founder and CEO

of the Global Institute For Tomorrow (GIFT), who,
argued that state intervention and draconian rules
were the answer for Asia to contribute to
sustainability on a resource constrained planet. Nair
explained why Asia was set to shape the 21st century:

“It’s because there are so
many people,” he said. “It is
irrelevant what will happen
in the US and Europe as the
population will be less than
10% of the world’s
population by 2050. India’s
population is set to be
around five to six billion
people by then.” Nair said
Asia was living a huge

contradiction. On the one hand, he said, it was being
encouraged to embrace an economic model based on
reckless consumption, reducing the price of resources
and extrapolating costs. On the other hand, it was
being asked to reduce carbon emissions: “This defies
the laws of physics.” 

“We have reached a crisis of capitalism,” he said, “Where
we are in the dying throes of living cheaply on the resources
of the world.”

He suggested that as a
solution for Asia, freedoms
needed to be redefined:
“Exercising the myth of the
individual can lead to collective
nightmares,” he argued. 

“We can’t have unfettered
freedom. We all need to work
differently. Human beings are
selfish and need draconian rules.
In a resource constrained planet
you need tough rules for the
interest of the majority where
the individual is not king.”

Focusing on business, he said new models that looked at
basic needs such as scarcity, healthcare, and the true costs of
consumption were essential: “We need more toilets in India,
not smart cities. But since taking office in May, Narendra
Modi, India's Prime Minister, has had three high-profile
meetings with the heads of the world’s three largest
economies. He was talking about smart cities in Japan, when
what we really need is the Japanese Toto toilet!”

He said a global sustainability
transition would be difficult, leading to a
painful restructure in Europe and with
the USA being very reluctant to change
its consumption habits: “Investors don’t
see the US weaning itself off oil despite
the shale gas boom,” he said. “When the
true price of shale gas is factored in we’ll
see if it can compete with oil. The Saudis
are confident it can’t.”

Addressing the investor audience,
Nair suggested that low-cost housing
would be a major investment opportunity
in Asia going forward. 

Nair said he was also working with
Asia Climate Partners (ACP) the Hong
Kong-based private equity renewables
partnership, which has commitments of
US$450m from its founding partners
Robeco, the Dutch fund manager, its
parent firm ORIX Corporation, the Japan-
based financial conglomerate, and the
Asian Development Bank, as well as
external financing from the UK
government. Nair will oversee the
sustainability aspect of the fund’s
investments.

“We need more toilets in India, not smart cities.”

“We have reached a
crisis of capitalism . . .
where we are in 
the dying throes of
living cheaply on 
the resources of 
the world. ”

“Human beings are
selfish and need
draconian rules. In a
resource constrained
planet you need tough
rules for the interest
of the majority where
the individual is not
king. ”

Chandran Nair
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“You won’t reduce, on a global basis, the
carbon intensity, if you are selling the stocks
to someone else.”
Day two of the Forum kicked off with a high level
discussion amongst some of Europe’s most influential
asset owners. The panel comprised Philippe Desfossés,
Chief Executive Officer of ERAFP, the €20bn Paris-based
French Public Service Additional Pension Scheme, Mats

Andersson, Chief Executive Officer of
AP4, the €30bn Swedish government
pension buffer fund, and Anders
Thorendal, Treasurer and Chief
Investment Officer at the Church of
Sweden. 

Each started by outlining their
approach to climate change, corporate
engagement and their broader
investment strategy around
sustainability. Thorendal said the Church
of Sweden had a policy of excluding all
oil companies, used only external
managers, and required each of their
managers to report on sustainability
across all asset classes and mandates. He

said the fund believed in active management and carefully
selected fund managers for their long-term sustainability
strategies and asked each to report on how they voted
their shares. Andersson from AP4 said the fund was three
years into a ‘decarbonisation’ strategy to reduce its
exposure to heavy carbon polluters. He said the fund
believed that some heavy C02 exposed fossil fuel companies
would be – indeed, may already be -  ‘stranded’ based on

its expectations of an imminent carbon price introduction
that would make extraction of part of their asset base
economically unviable. He said the decarbonisation strategy
had so far cost the fund nothing in returns and had
actually added slightly to performance as the fund rebased
to invest in different stocks. He said there
was little problem in finding alternative
investments to fossil fuel companies: “I
thought it was impossible but I have now
changed my mind,” he said. Desfosseś
said ERAFP invested in a way that was
compatible with the “sustainable profit
forever” maxim. 

He said the fund’s SRI charter
embodied five values: rule of law and
human rights, social progress, democratic
labour relations, the environment, and
good governance and transparency. He
said the charter had been initially
introduced because the trade unions that
sit on its board were not enthusiastic about a capitalised
scheme: “They accepted the pension fund but said it
should invest in a different way.” He said that while ERAFP
started SRI as a trade-off, it was now a fully-fledged,
long-term returns strategy based on sustainable
investment and corporate engagement.

On governance, Andersson said that in Sweden 
asset owners were held accountable for companies’
approaches to executives and boards. “If something 
goes wrong it comes back to the owner,” noting that
AP4 sits on 15-20 board nomination committees at
major Swedish companies. 

The dates for the RobecoSAM Forum 2015 are 24-25 September.
Applications are open to asset owners only and interested asset owners can apply for a space for next year by emailing forum@robecosam.com

“The Church of 
Sweden has a policy 
of excluding all oil
companies, uses only
external managers, and
requires each of their
managers to report on
sustainability across all
asset classes and
mandates. ”

“The fund’s SRI charter
embodies five values:
rule of law and human
rights, social progress,
democratic labour
relations, the
environment, and 
good governance and
transparency. ”

Left to right: Anders Thorendal, Mats Andersson, Philippe Desfossés, Hugh Wheelan
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However, he said that over time this hands-on
approach has led to Swedish equities outperforming by 6-
10%. “Something in Sweden works,” he says. “There are
different governance structures and you have controlling

owners that you don’t find elsewhere.”
Outside Sweden, he said AP4 had

two focus areas: climate change
(including water) and governance. The
fund invests in engagement funds so
that local fund managers can set ESG
agendas. 

Desfossés said ERAFP focused on
corporate governance, social issues and
the environment.

On the social side, he noted that
this year ERAFP demanded that investee
companies limit their executive pay to a
maximum 50 times median salary. In its
2014 voting policy, ERAFP also pushed

companies to match European Commission targets of
having 30% of women on boards by 2015 and 40% by
2020. 

On the environment, Desfosseś said ERAFP was
lobbying regulators in tandem with other pension funds
through groups such as the Institutional Investors Group
on Climate Change (IIGCC), and criticised pension fund
peers for being “sleeping partners” for failing to do the
same. But he warned against push-back from companies:

“Sometimes your realise that some companies are
spending money to find out what you are asking for in
Brussels and then spending more money trying to block
what you are asking for.”

The ERAFP chief said he also believed that some fossil
fuel assets already invested in were likely to be ‘stranded’
in the future, but said ERAFP was working through the
issue via engagement: “When you are
not happy with a company it is better
to engage than walk away. If you
want to lower the carbon intensity of
your portfolio by selling your stocks,
what does it mean for the guy who
has to buy your stocks? “You won’t
reduce, on a global basis, the carbon
intensity, if you are selling the stocks
to someone else.” Both Andersson
and Desfossés reiterated a call for
governments to oblige public 
pension funds to publish their carbon
footprints, with ERAFP saying its is
lobbying the French government to do
so before the COP21 international
climate meeting in Paris next year:
“You don’t manage what you don’t
measure. It should be fiduciary duty to measure carbon
risk,” said Desfosse ́s. 

The dates for the RobecoSAM Forum 2015 are 24-25 September.
Applications are open to asset owners only and interested asset owners can apply for a space for next year by emailing forum@robecosam.com

“Something in
Sweden works,” . . . 
“There are different
governance
structures and you
have controlling
owners that you
don’t find
elsewhere. ”

“When you are not
happy with a company
it is better to engage
than walk away. If you
want to lower the
carbon intensity of
your portfolio by
selling your stocks,
what does it mean for
the guy who has to
buy your stocks? ”

Mats Andersson

Philippe Desfossés
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In a series of break-out workshops, investment professionals from RobecoSAM 
and parent group Robeco, translated some of the plenary discussion material 
into investment applicability:  

Fixed income: how sustainability adds value
Edith Siermann, Chief Investment Officer Fixed Income at Robeco said ESG research
could be applied just as equally to fixed income as to equity – the only difference being
that bondholders had no vote, although she noted that “they could vote with their feet”.
She said that Robeco’s credit and government bond investment teams used the same
data as equity colleagues for ESG integration, but looked at it in different ways. “With
credit, for example, downside risk is more important to look at than it might be for
equities,” she said. ESG research, she said, was fully integrated into country research
alongside data on debt sustainability and the macro-economic cycle. 

Innovation in fixed-income sustainability indices
Robeco and RobecoSAM have developed a sustainability analysis model to assess the long-
term ESG risks of countries in response to the 2008 financial crisis, which it said had
showed that market participants significantly underestimated the importance of country
risks in their sovereign fixed-income portfolios. The analysis comprises all developed and
emerging market countries and goes back to 2008 and the resulting ESG country rating is
used as the based for sovereign fixed-income investment. Guido Giese, Head of Indices at
RobecoSAM, noted that in 2007 Germany and Greece were nearly level on credit rating,
but if they had been compared on political risk, Greece would have scored much lower due
to weak governance: “Indicators were available at the time,” said Giese. “But the market
did not see them and they were not priced in.” 

Strategic and practical solutions
to implement sustainability
investing
RobecoSAM’s Lucas van Berkestijn and Cécile
Churet said a key starting point was to map a
“journey plan” for sustainability investing: the why,
what and how. The ‘why’, they said, was the
governance of investment approach involving the
design of a policy around sustainability investing and
then embedding it in the investment process. The
‘what’, they said, was the prioritization of options by
scanning your portfolio, looking at risk and deciding
on one or two priorities to start with. The ‘how’, 
they said, involved taking a couple of priority asset
classes such as global equities and fixed income
Europe, and starting the implementation process.
They said an implementation process could be in
steps, starting with exclusions, moving on to 
themes or a best-in-class investment approach, 
and then towards becoming an active owner, and
subsequently integrating ESG factors in the overall
investment process.
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Delegates test drive a Tesla electric car
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