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Setting the scene
Global Sustainability Challenges 

Sustainable Investing 101
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Demand for most resources has grown strongly since 2000, a trend that is likely to continue to 2030
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Top 5 Global Risks in Terms of Impact
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Source: World Economic Forum Global Risks Reports 2008 - 2020

Main risks as identified by the WEF risk report
And Environmental and Social risks are becoming more prevalent…
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Average land-sea temperature anomaly 
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Changing markets create (transition) risks and opportunities for companies and countries
So why think about this as an investor?

Source: Global average land-sea temperature anomaly relative to the 1961-1990 average temperature in degrees Celsius (°C)
Projected electricity generation worldwide from 2018 to 2050, by energy source (in trillion kilowatt hours
Carbon Performance Royal Dutch Shell, Transition Pathway Initiative, https://www.transitionpathwayinitiative.org/companies/royal-dutch-shell
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> Insurance losses owed to bad weather make clear that we cannot insure against these losses, thus leaving companies exposed, but 
impacts are very difficult to predict.

Weather-related losses are increasing and exceeding today’s insurance coverage
And there are physical risks as well: 

Source: Swiss Re Institute, 2020

Insured catastrophe losses, 1970-2019, in USD billion at 2019 prices
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> A 2018 survey by NEST1 found that information about its RI 
practices would make 44% of members more interested in 
their pension

> The vast majority (81%) of respondents to a 2018 survey by 
DCIF2 stated that businesses have a wider social 
responsibility than simply making a profit, whilst73% felt 
strongly about the environment. 

> A 2019 UK Government led study3 on financing the 
progress towards the UN's Sustainable Development Goals 
(SDGs) found that more than two-thirds of UK investors 
want their portfolios to solely support projects driving 
progress against the 17-Goal agenda.

But what about client demand?
A growing appetite for sustainability

1 https://www.nestpensions.org.uk/schemeweb/dam/nestlibrary/nest-building-new-norms-2018.pdf
2 https://www.dcif.co.uk/wp-content/uploads/2018/04/navigating-esg-final-lo-res.pdf
3 https://www.gov.uk/government/publications/investing-in-a-better-world-results-of-uk-survey-on-financing-the-sdgs 
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Thus, Investors are following the green signs

Source: Morgan Stanley, Morningstar, January 6th 2021

Stock and flows of ESG funds and ETFs

Global monthly ESG fund assets (bln USD) Global monthly ESG fund flows (bln USD)

Sustainable Investing 101
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More stringent requirements to combat greenwashing
But the regulatory landscape is developing
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> 1998 Combined Code on Corporate Governance UK

> Latest version the UK Corporate Governance code (2014)

> 2000 Launch UN Global Compact

> 2003 Code Tabaksblat NL

> Latest version the Dutch Corporate Governance code (2017)

> 2015 Japanese Corporate Governance code

> 2006 UN PRI Launch

> 2015 Paris Climate Agreement

> September 2015 Launch of the Sustainable Development goals

> 2017 Task Force on Climate Related Financial Disclosure (TCFD) 
recommendation

> 2018 European Commission Action plan on Financing Sustainable 
Growth – Based on the report of recommendations by the High 
Level Expert Group

> July 2010 UK Stewardship Code, followed by July 
2012 Kay Review of UK equity markets and long-
term decision making, upon which the code was 
updated.

> 2014 Dutch Eumedion’s Best Practices for Engaged 
Share-Ownership, 2017 Brazilian Amec Stewardship 
Code, US Stewardship Principles, Singapore 
Stewardship Principles, Korean Stewardship Code, 
ICGN Global Stewardship Principles

Corporate 
Governance 

Codes

Other 
initiatives and 

regulation

Stewardship 
codes
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Article 6

No promoting of ESG 
characteristics

Not sustainable investment

Sustainable Investing 101

Article 8

Where a financial product 
promotes, among other 
characteristics, environmental or 
social characteristics

E&S Promoting
Article 9

Products targeting sustainable 
investments: “Where a financial 
product has sustainable 
investment as its objective”

Sustainable Objective

The EU Sustainable Finance Plan
And it's becoming all encompassing
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How can you approach it?
Sustainable investing

Sustainable Investing 101
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Integration vs Impact
Sustainable Investing: What am I trying to achieve? 

Sustainable Investing 101

ESG Integration

Focus on financial materiality, influence on 
performance

Emphasis on ability of a company to generate 
value in mid- to long-term.

How does sustainable development affect a company?

Impact Investing

Focus on societal value and stewardship: Ethics 
and Norms-based

Exclusions are part of impact investing: 
avoiding harm

How does a company affect sustainable development?
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Source: Lessons from the Social Impact Investment Taskforce: Asset Allocation Working Group, 12 December 2014

SI across the capital spectrum
What goes where? 

Sustainable Investing 101
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Drivers and motivations for sustainability investing
So how investors can approach SI?

Sustainable Investing 101

Regulatory 
Requirement

Fiduciary duty

Do your duty

Stewardship 
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Government & 
Industry 
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Improve 
risk/return

Improve risk/ 
return profile

Societal norms 
& values

Fulfil beliefs

Respond to 
client demand 

Align personal 
values with 

financial goals
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How can you implement it?
Sustainable investing

Sustainable Investing 101
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Source: Berg, Kölbel & Rigobon, "Aggregate confusion", 2019

Measuring ESG scores is not an exact science
Lets start with the Data

Sustainable Investing 101

100 companies with highest correlation in 
ESG scores

100 companies with lowest correlation 
in ESG scores



The analysis shows that on average:

> differences in measurement explain 53 percent of the total differences between ESG ratings. 

> differences in weight explain 3 percent, and

> differences in scope explain on average 44 percent
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Correlations between ESG scores are positive, but not nearly as high as e.g. bond credit ratings
Reasons to be cautious
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SA - VI SA - KL SA - RS SA - A4 VI - KL VI - RS VI - A4 KL - RS KL - A4 RS - A4

ESG 0.73 0.53 0.68 0.67 0.48 0.71 0.71 0.49 0.42 0.64

E 0.7 0.61 0.66 0.65 0.55 0.74 0.66 0.58 0.55 0.7

S 0.61 0.28 0.55 0.58 0.33 0.7 0.68 0.24 0.24 0.66

G 0.55 0.08 0.53 0.51 0.04 0.78 0.77 0.24 -0.01 0.81

Econ - - - - - - - - - 0.43

Correlations at aggregate ESG level and at E.S and G level.

> Correlations between the ratios of the aggregate level (E,S,G, and ESG) from the five different rating agencies are calculated using the 
common sample. The results are similar using pairwise common samples based on the full sample. SA, RS, VI, A4 and KL are short for 
Sustainalytics, RobecoSAM, Video-Eiris, Asset4 and KLD, respectively. 

Source: Berg, Kölbel & Rigobon, "Aggregate confusion", 2019
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Source: Robeco
RobecoSAM is a registered trademark of Robeco Holding B.V. The brand RobecoSAM is used to market services and products which do entail Robeco’s expertise on Sustainable Investing (SI). The brand RobecoSAM is not to be considered as a 
separate legal entity

Comparing apples with apples
So what can you do?

Sustainable Investing 101

Region

Information source Transparency (% questions answered)

Market capitalization classification 

Generic Sustainability scores RobecoSAM Smart ESG score

0 5 10 15 20 25 30 35 40 45 50

EM

APAC

North America

Europe

0 10 20 30 40 50 60 70

Public information only

Questionnaire input

0 10 20 30 40 50 60

Small (<$2bn)

Mid ($2bn - $10bn)

Large ($10bn - $200bn)

Mega (>$200bn)

0 10 20 30 40 50 60 70 80

Very Low

Low

Average

High

Very High



18

Industry specific approaches - Differing by focus areas and weight matrices
And focus on what is material…

Sustainable Investing 101

PharmaceuticalsMining & Minerals Restaurants

Economic

Social

Environmental
Economic

Social

Environmental
Economic

Social

Environmental

Payment transparency

Mineral waste management
Water related risks
Biodiversity

Asset closure mgmt.
Community impact
Stakeholder engagement

Innovation mgmt.

Product Quality and Recall management

Climate Strategy

Address cost burden
Access to drugs
Health outcome contrib.

Brand Management

Customer Relationship Management

Raw Material Sourcing

Local Impact of Business Operations



> The combination of in-house research, extensive data sets and full integration in the analysis and portfolio construction process leads to 
better-informed investment decisions.

> The ESG analysis for fundamental equities is integrated in the bottom-up company valuation assessment. The investment process 
focuses on the most financially material issues, in order to identify risks & opportunities that may have an impact on a company’s 
valuation. 

> Our proprietary sustainability data & research, materiality framework and active ownership insights are integrated in the analysis. 
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Identify, Analyze and Quantify 
Data is one thing, but what you do with it is another

Sustainable Investing at Robeco

Analyze the impact of  material ESG 
factors on the business model

Step 2
Quantify the impact and adjust the 
value-driver assumptions

Step 3
Identify and focus on the most material 
ESG issues

Step 1

Identify material ESG 
factors and potential 
red/green flags

Analyze how the 
company is exposed to 
material ESG factors

Implications for 
valuation analysis

Fundamental Equity analystSustainability analyst
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The ESG Dashboard provides insights into a company’s potential positive or negative ESG-related factors. The Materiality Framework provides a best estimate of the likelihood and magnitude of ESG factors for a certain industry/sector.
This is not a buy, sell or hold recommendation for any particular security. No representation is made that these examples are past or current recommendations, that they should be bought or sold, nor whether they were successful or not.

Which ESG factors are financially material to the performance of a company?
Step 1: Identify material ESG factors – An example

Sustainable Investing 101

ESG Dashboard: bottom-up Materiality Framework: top-down

Refining & Marketing
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Source: RobecoSAM, Robeco. This is not a buy, sell or hold recommendation for any particular security. The information is for illustrative purposes only.
No representation is made that these examples are past or current recommendations, that they should be bought or sold, nor whether they were successful or not.

How is the company exposed to material ESG factors?
Step 2: Analyze ESG impact – An example

Sustainable Investing 101

Material factors Performance analysis Impact on value drivers

ESG Dashboard > No material issues. > No adjustments

Climate Strategy > Transportation = ~55% of oil demand. The role of alternative fuels or next generation 
biofuels are crucial to keep a lid on carbon emissions. In addition, the potential for aviation 
fuel, bio-based plastics and chemicals is significant and companies global market share of 
~50% gives it a huge competitive advantage.

> Other, larger complex refiners should be able to compete with the company over time, but 
do not have the same (crucial) access to feedstock.

> Positive to growth

Supply Chain Management > Very flexible base of raw material feedstock which makes the company able to process the 
widest range of vegetable oils and waste residues, into renewable fuels in the industry. 
However, the flipside for its conventional Oil Products business is the ~80% reliance on 
Russian crudes.

> Unclear how this stacks up vs. competitors as refiners operate very locally and disclosure is 
generally quite poor regarding feedstocks.

> Unclear impact

Innovation Management > Company is a pioneer in the shift towards renewable fuels. Its NExBTL technology is patented 
and allows for flexible use of different vegetable oils and waste animal fats as raw material.

> Company has a lower R&D/sales ratio than the industry average but is much more effective. 

> Positive to margins
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Source: RobecoSAM, Robeco. 
This is not a buy, sell or hold recommendation for any particular security. The information is for illustrative purposes only.
No representation is made that these examples are past or current recommendations, that they should be bought or sold, nor whether they were successful or not.
*Competitive Advantage Period (CAP). For more details see also: Berkouwer, C & Li, K. (2018), “When CAP meets ESG: uncovering uncharted territory”, Robeco White Paper, February 2018.

Explicit integration into valuation assessment 
Step 3: Quantify ESG impact – An example

Sustainable Investing 101

Value driver Sales growth Margins Invested Capital WACC CAP* Target price
Pre-ESG valuation 2.0-2.5% topline growth 10-11% EBIT margin 15 years EUR 42

ESG adjustment Climate Strategy:
+200 bps

Innovation Management:
+100 bps

No adjustment + EUR 8
(= +19%)

Final valuation 4.0-4.5% topline growth 11-12% EBIT margin 15 years EUR 50



> ESG factors have positively contributed to the investment result

> ESG factors accounted for ~15% and ~38% of the outperformance of Global Stars Equity’s over 2017 and 2018 respectively.

> Analysis of the return shows that ESG explains 108 bps in 2017 and 101 bps  in 2018.

> Bottom-up ESG integration contributes most: (61 bps in 2017 and 63 bps in 2018), followed by Tobacco exclusion (47 bps in 2017 and 38 
bps in 2018).

> Aerospace & defense exclusion resulted in performance loss (24 bps in 2017 and 3 bps in 2018).
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Impact on results
So what does this change?

Sustainable Investing 101
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Three key differentiating factors of true ESG integration
Assessing ESG Integration Quality

Sustainable Investing 101

1
Research

2
Systematic

3
Horizon

Its not just about the 
availability of data, its about 

understanding it 

Part of the process, not just 
one person, but integrated 

across the investment strategy

The need to look beyond 
quarterly and yearly 

earnings



25

Investing in the UN Sustainable Development Goals
But what about impact?

Sustainable Investing 101

Best-in-Class

Invest in companies that 
are 'ESG-best-in-class' or 
'SDG-linked solutions 
providers’

Engagement

Drive a clear and 
measurable improvement 
in a company’s SDG 
contribution through 
active engagement

˃ Select companies that positively contribute towards 
realizing the SDGs

˃ Select companies with a neutral or positive SDG 
score 

˃ Engage with companies to improve their contribution 
towards realizing the SDGs

˃ Select companies where the investor feels they can 
achieve positive impact
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Source: RobecoSAM SDG Framework

Utilizing the SDG framework
How can I measure it?

Sustainable Investing 101

Product 
Step1: What do companies produce?

Positive contribution examples: Medicine, water, healthcare
Negative contribution examples: Shale gas, fast food, gambling

Procedure
Step 2: How do companies produce?

> Governance factors
> Pattern of questionable conduct?
> Differentiate between firms with highest SDG impact

Controversies
Step 3: Are controversies known?

Examples of controversies: Spills, Bribery and fraud, Mis-selling

Circa 650 companies assessed by the analysts

16%
neutral contributions

22%
negative contributions

62% 
positive contributions

6% 6% 11%| |
| high|

high
9% 25% 28%| |

||

Investible universe



> Our Annual value engagement theme selection process is informed by an extensive understanding of the financial materiality of ESG, 
research from our Robeco’s SI Research team, and the investment knowledge of our investment teams
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Focus on materiality and impact
What about the role of engagement?

Sustainable Investing 101

Starting
universe

All Robeco & 
Client holdings

Engagement 
Specialist 

Input

Portfolio 
Management & 

SI Research 
Input

Client Input

Annual Client
Panel

Theme 
Selection

Engagement 
Universe

200 – 250 
companies

Ongoing 
dialogue
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Enel: A Timeline
Achieving engagement impact

Sustainable Investing 101

2018 2019 2020 2021

Year 1
> Commitment to phase out coal by 2030. 
> Request for roadmap with key milestones on how to 

achieve this.
> Statement at AGM presented Climate Action 100+ initiative

Year 3
> Minority shareholders, including Robeco, successfully 

nominated a new independent director with climate 
expertise to the board. 

> Enel announces ambition to become a Renewables Super 
Major.

> Enel strengthened metrics in executive remuneration plan 
to further incentivise decarbonisation

> Enel accelerates further coal phase-out to 2027.
> Enel sets new science-based targets aligned with a 1.5°C 

scenario.

Year 2
> Announcement of retirement schedule encompassing most 

of its coal power plants. 
> We suggested incorporating these plans into the executive 

remuneration policy.

Next steps
> Further disclosure around the company’s roadmap to 

achieving its net-zero target by 2050.
> Setting a long-term target for scope 3 emissions.

This information is intended to provide the reader with information on Robeco’s specific capabilities, but does not constitute a recommendation to buy or sell certain securities or investment products.



Important information
This document has been prepared on a confidential basis solely for the recipient and is for information purposes only. Any reproduction or distribution of this documentation, in whole or in part, or the disclosure 
of its contents, without the prior written consent of Robeco, is prohibited. By accepting this documentation, the recipient agrees to the foregoing. This document is intended to provide the reader with information 
on Robeco’s specific capabilities, but does not constitute a recommendation to buy or sell certain securities or investment products. Investment decisions should only be based on the relevant prospectus and on 
thorough financial, fiscal and legal advice. The contents of this document are based upon sources of information believed to be reliable. This document is not intended for distribution to or use by any person or 
entity in any jurisdiction or country where such distribution or use would be contrary to local law or regulation. Neither the Robeco Capital Growth Funds or other Robeco Funds (the “Fund”), its investment 
manager nor any of their associates, nor any director, officer or employee accepts any liability whatsoever for any loss arising directly or indirectly from the use of this document. Investment Involves risks. 
Historical returns are provided for illustrative purposes only and do not necessarily reflect Robeco’s expectations for the future. The value of your investments may fluctuate. Past performance is no indication of 
current or future performance.
Additional notes for Singapore investors
This document has not been registered with the Monetary Authority of Singapore (“MAS”). Accordingly, this document may not be circulated or distributed directly or indirectly to persons in Singapore other than 
(i) to an institutional investor under Section 304 of the SFA, (ii) to a relevant person pursuant to Section 305(1), or any person pursuant to Section 305(2), and in accordance with the conditions specified in Section 
305, of the SFA, or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA. The contents of this document have not been reviewed by the MAS.
This document has been distributed by Robeco Singapore Private Limited. Robeco Singapore Private Limited holds a capital markets services licence for fund management issued by the MAS and is subject to 
certain clientele restrictions under such licence. An investment will involve a high degree of risk, and you should consider carefully whether an investment is suitable for you.
This document is not intended as a recommendation or for the purpose of soliciting any action in relation to the Fund and should not be construed as an offer to sell shares of the Fund (the “Shares”) or solicitation 
by anyone in any jurisdiction in which such an offer or solicitation is not authorised or to any person to whom it is unlawful to make such an offer and solicitation.
Any decision to subscribe for interests in the Fund must be made solely on the basis of information contained in the prospectus (the “Prospectus”), which information may be different from the information 
contained in this document, and with independent analyses of your investment and financial situation and objectives. The information contained in this document is qualified in its entirety by reference to the 
Prospectus, and this document should, at all times, be read in conjunction with the Prospectus. Detailed information on the Fund and associated risks is contained in the Prospectus. Any decision to participate in 
the Fund should be made only after reviewing the sections regarding investment considerations, conflicts of interest, risk factors and the relevant Singapore selling restrictions (as described in the section entitled 
“Important Information for Singapore Investors”) contained in the Prospectus. You should consult your professional adviser if you are in doubt about the stringent restrictions applicable to the use of this 
document, regulatory status of the Fund, applicable regulatory protection, associated risks and suitability of the Fund to your objectives.
This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, 
publication, availability or use would be contrary to law or regulation or which would subject the Fund and its investment manager to any registration or licensing requirement within such jurisdiction. Investors 
should note that only the sub-funds listed in the appendix to the section entitled “Important Information for Singapore Investors” of the Prospectus (the “Sub-Funds”) are available to Singapore investors. The Sub-
Funds are notified as restricted foreign schemes under the Securities and Futures Act, Chapter 289 of Singapore (“SFA”) and are invoking the exemptions from compliance with prospectus registration 
requirements pursuant to the exemptions under Section 304 and Section 305 of the SFA. The Sub-Funds are not authorised or recognised by the Monetary Authority of Singapore and Shares in the Sub-Funds are 
not allowed to be offered to the retail public in Singapore. The Prospectus of the Fund is not a prospectus as defined in the SFA. Accordingly, statutory liability under the SFA in relation to the content of 
prospectuses would not apply. The Sub-Funds may only be promoted exclusively to persons who are sufficiently experienced and sophisticated to understand the risks involved in investing in such schemes, and 
who satisfy certain other criteria provided under Section 304, Section 305 or any other applicable provision of the SFA and the subsidiary legislation enacted thereunder. You should consider carefully whether the 
investment is suitable for you.
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Important information
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