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The world is facing many real challenges, important and in some cases urgent.
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The World Needs to Change
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Consumer Purchasing

• Avoid companies with poor reputations

• Favour good companies

• Animal testing choices

Housing

• Better insulation

• Appliance ratings

• Recycling

Sustainable Investing

• Favour good companies

• Avoid worse companies

• Underweight ‘less good’ companies

Travel

• Carbon off-set for flights

• E-cars and fuel efficiency

• Methods of travel

Energy Supply

• Sourcing greener energy
• Solar panels
• Smart meters

Food & Agriculture

• Better animal welfare

• Food miles

• Avoiding deforestation (palm oil).

Being Part
of the

Solution

3The World Needs to Change



Sustainability – Balancing the claims of the present, against the claims of the 

future. 
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The World Needs to Change

Source: United Nations

Making the world a better place

• Defining a more balanced use of natural resources

• Tackling climate change and caring for the environment

• Building a fairer society

• Driving better corporate governance

• ESG Investing can assist with all of these factors



What Are Environmental, Social, and Governance 

(ESG) Criteria?

Environmental, social, and governance (ESG) criteria are a set of standards 

for a company’s behavior used by socially conscious investors to 

screen potential investments.

Environmental criteria consider how a company safeguards the 

environment, including corporate policies addressing climate change, for 

example.

Social criteria examine how it manages relationships with employees, 

suppliers, customers, and the communities where it operates. 

Governance deals with a company’s leadership, executive 

pay, audits, internal controls, and shareholder rights.

https://www.investopedia.com/mid-cap-esg-investing-5225784
https://www.investopedia.com/terms/a/audit.asp
https://www.investopedia.com/terms/i/internalcontrols.asp


KEY TAKEAWAYS:

•Environmental, social, and governance (ESG) criteria are used to screen 

investments based on corporate policies and to encourage companies to 

act responsibly.

•Many mutual funds, brokerage firms, and advisors now offer investment 

products that employ ESG criteria.

•ESG criteria can also help investors avoid investment losses when 

companies engaged in risky or unethical practices are held accountable.

•The rapid growth of ESG investment funds in recent years has led to 

claims that companies have been insincere or misleading in touting their 

ESG accomplishments.



Types of Environmental, Social, and Governance 

(ESG) Criteria:

ESG investors seek to ensure the companies they fund 

are responsible stewards of the environment, good 

corporate citizens and are led by accountable managers.

Environmental:

Environmental criteria may include corporate climate policies, energy use, 

waste, pollution, natural resource conservation, and treatment of animals. 

The criteria can also help evaluate any environmental risks a company 

might face and how the company is managing those risks.

Considerations may include direct and indirect greenhouse gas 

emissions, management of toxic waste, and compliance with 

environmental regulations.



Social:

Social criteria look at the company’s relationships with stakeholders.

Does it hold suppliers to its own ESG standards?

Does the company donate a percentage of its profits to the local 

community or encourage employees to perform volunteer work there?

Do workplace conditions reflect high regard for employees’ health and 

safety?

Or does the company take unethical advantage of its customers?

https://www.investopedia.com/terms/s/stakeholder.asp


Governance:

ESG governance standards ensure a company uses accurate

and transparent accounting methods, pursues integrity and 

diversity in selecting its leadership, and is accountable to 

shareholders.

ESG investors may require assurances that companies 

avoid conflicts of interest in their choice of board members and 

senior executives, don't use political contributions to obtain 

preferential treatment, or engage in illegal conduct.

https://www.investopedia.com/terms/c/conflict-of-interest.asp


ESG investing can be broadly defined as ‘integrating Environmental, Social and 
Governance factors of companies into the fundamental investment process’
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What is ESG Investing?

How is this Integrated?

• Core portfolio analysis to include ESG credentials

• ESG ratings form part of decision 

• Ratings Agencies (e.g. MSCI & Sustainaltics) 

• Evaluation of ESG can be difficult – lack of data



Smarter business for

a stronger world:

ESG is more than ticking boxes. It’s about making a difference - for 

your business and our world. Creating sustained outcomes that drive 

value and fuel growth, whilst strengthening our environment and 

societies.



Strategy led action plan:

ESG is more than good intentions. It's about creating a tangible, 

practical plan that achieves real results. Success is not about climate 

change, diversity and disclosures alone. It’s about embedding these 

principles- and more across your business- from investment to 

sustainable innovation. Bringing together your best people and 

smartest technology so you can see more, go deeper and act swiftly. 

Enabling you to tackle the biggest challenges of today – and capture 

the best opportunities of tomorrow.



Transforming from the inside for the outside:

How well is your business adapting to a changing world?

A world where success is no longer measured by financials 

alone? From net zero to the circular economy. When you 

put ESG at the very heart of your operation, you take bold 

steps towards a model that will deliver sustainable business 

advantage and measurable value. It’s an approach that 

makes possible the operational, cultural and financial 

changes needed to future-proof your business.



The measure of transparency:

Responsibility. Sustainability. Diversity. How well does your 

business measure up? A new business environment needs 

new thinking. One that infuses ESG metrics right through all 

areas of your operation and creates maximum transparency. 

With the right combination of data and disclosures, you can 

be confident in both clearer reporting and greater trust...not 

just for now, but for the long term.



Environmental
• Biodiversity loss

• Greenhouse gas emissions

• Energy efficiency

• Renewable energy

• Resource depletion

• Ocean acidification

• Ozone depletion

Social
• Mass migration

• Wealth distribution 

• Access to healthcare

• Workplace health and safety

• Diversity

• Employment rights, child 

labour and slavery

• Controversial weapons such 

as cluster bombs

Governance
• Executive compensation

• Bribery and corruption

• Independent directors

• Ethics in business

• Transparent disclosure of 

ESG criteria

• Whistle-blowing policies

• Implications of business 

strategy on social and 

sustainability issues
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ESG Investing Examples



Future of Reporting :

IFRS Foundation & GRI (Global Reporting Initiative) set foundational 
baseline that combines enterprise value and ESG impacts.

As the business world continues to address wide-ranging environmental, social and governance (ESG) issues, 

a debate has arisen around what business should report on and to whom. There is a growing risk that multiple 

jurisdictions will develop their own sets of reporting standards – some focused on information useful to investors 

(the enterprise value), and others focused on information useful to a wider group of stakeholders (the impact 

value).

The risk is that different jurisdictions may produce concurrent, but different, 

standards leading to different frameworks which will be costly and inefficient



The collaboration between GRI and the IFRS Foundation provides 

two pillars of international sustainability reporting. The first are the 

recently proposed IFRS sustainability disclosure standards 

developed by the International Sustainability Standards Board 

(ISSB), concentrating on the investor-focused capital markets. 

When the ISSB issues the final standards later this year, they will 

form the comprehensive global baseline of sustainability 

disclosures designed to meet the information needs of investors in 

assessing enterprise value.

The second pillar, compatible with the first, are the GRI standards. Widely 

adopted by companies worldwide, GRI standards are the globally consistent 

basis for sustainability reporting that highlights an organization's impact on the 
economy, environment and people for a multi-stakeholder audience.



Pros and cons of ESG
Pros of ESG practices include the following:

- Investment returns and sustainability can mix. 

Sustainability funds can achieve similar or better returns 
compared to traditional funds,

•ESG can attract consumers for additional growth. Consumers 

seek more sustainable product options or services provided by 

companies that are focused on ESG.

•ESG investing helps make other positive investment decisions. 

ESG organizations tend to focus on ethical practices.

https://www.techtarget.com/searchitchannel/feature/Ethical-business-in-a-world-of-distrust-and-big-tech


•ESG-focused organizations often outperform in the stock 

market. ESG organizations often take more calculated risks, 

which can minimize risks for investors and make an ESG 

organization a more reliable long-term investment.

•ESG attracts and retains quality employees. It can boost 

employee motivation and increase overall productivity by giving 

a sense of purpose.

•ESG can cut costs. When ESG practices are incorporated 

into the fabric of an organization, companies can reduce costs 

over time, such as operating expenses.

https://www.techtarget.com/searchcio/definition/sustainability-risk-management-SRM
https://www.morganstanley.com/ideas/esg-funds-outperform-peers-coronavirus


Cons of ESG practices include the following:

•ESG does not follow a one-size-fits-all approach. The approach 

that works for one company might not work for another. An organization 

must choose to weave its strategy into both its day-to-day practices and 

long-term strategy, making it more difficult to decide where to focus on 

the environmental criteria.

•ESG strategy must be authentic and not only in communications. 

Organizations that attempt to focus on ESG inconsistently, use it as a 

brand image ploy or are disconnected from the business strategy will not 

be successful.

•Strong market performance isn't guaranteed. While there are success 

stories, focusing on ESG does not guarantee strong company performance 

in the market.



•Creating a diverse investment portfolio can be difficult. For 

investors focused on an ESG-led investment strategy, it may be 

harder for a financial advisor to create a balanced portfolio that 

aligns with one's long-term strategy.

•Detailed performance reporting across each ESG criteria point 

can be challenging. Most ESG factors aren't tied directly to 

financial data, resulting in additional effort to provide tangible 

performance results. Further, knowledge gaps reside between ESG 

information and supply chain as reporting standards and frameworks 

are not consistently applied.



Climate-Related Risks, Opportunities, and 
Financial Impacts 

climate-related risks divided into two major categories:

(1) risks related to the transition to a lower-carbon economy and:

(2) risks related to the physical impacts of climate change. 



A. Transition Risks:

Transitioning to a lower-carbon economy may entail extensive policy, legal, 

technology, and market changes to address mitigation and adaptation 

requirements related to climate change. Depending on the nature, speed, and 

focus of these changes, transition risks may pose varying levels of financial 
and reputational risk to organizations. 



1 - Policy and Legal Risks:

Policy actions around climate change continue to evolve. Their objectives generally 

fall into two categories

—policy actions that attempt to constrain actions that contribute to the adverse effects 

of climate change or policy actions that seek to promote adaptation to climate change. 

Some examples include implementing carbon-pricing mechanisms to reduce GHG 

emissions, shifting energy use toward lower emission sources, adopting energy-

efficiency solutions, encouraging greater water efficiency measures, and promoting 

more sustainable land-use practices. The risk associated with and financial impact of 
policy changes depend on the nature and timing of the policy change



Another important risk is litigation or legal risk:

Recent years have seen an increase in climate-related litigation claims being 

brought before the courts by property owners, municipalities, states, 

insurers, shareholders, and public interest organizations.22 Reasons for such 

litigation include the failure of organizations to mitigate impacts of climate 

change, failure to adapt to climate change, and the insufficiency of disclosure 

around material financial risks. As the value of loss and damage arising from 
climate change grows, litigation risk is also likely to increase. 



2 - Technology Risk :

Technological improvements or innovations that support the transition to a 

lower-carbon, energy-efficient economic system can have a significant 

impact on organizations. For example,

the development and use of emerging technologies such as renewable 

energy, battery storage, energy efficiency, and carbon capture and storage 

will affect the competitiveness of certain organizations, their production and 

distribution costs, and ultimately the demand for their products and services 

from end users. To the extent that new technology displaces old systems 

and disrupts some parts of the existing economic system, winners and 

losers will emerge from this “creative destruction” process. The timing of 

technology development and deployment, however, is a key uncertainty in 
assessing technology risk. 



3 - Market Risk:

While the ways in which markets could be affected by climate change are 

varied and complex, one of the major ways is through shifts in supply and 

demand for certain commodities, products, and services as climate-

related risks and opportunities are increasingly taken into account.

4 - Reputation Risk:

Climate change has been identified as a potential source of reputational 

risk tied to changing customer or community perceptions of an 

organization’s contribution to or detraction from the transition to a lower-
carbon economy. 



B. Physical Risks: 

Physical risks resulting from climate change can be event driven 

(acute) or longer-term shifts (chronic) in climate patterns. Physical 

risks may have financial implications for organizations, such as 

direct damage to assets and indirect impacts from supply chain 

disruption. Organizations’ financial performance may also be 

affected by changes in water availability, sourcing, and quality; 

food security; and extreme temperature changes affecting 

organizations’ premises, operations, supply chain, transport 
needs, and employee safety. 



Acute Risk :

Acute physical risks refer to those that are event-driven, 

including increased severity of extreme weather events, such as 

cyclones, hurricanes, or floods. 

Chronic Risk:

Chronic physical risks refer to longer-term shifts in climate 

patterns (e.g., sustained higher temperatures) that may cause 

sea level rise or chronic heat waves. 



Climate-Related Opportunities:

Efforts to mitigate and adapt to climate change also produce opportunities 

for organizations, for example, through resource efficiency and cost 

savings, the adoption of low-emission energy sources, the development of 

new products and services, access to new markets, and building resilience 

along the supply chain. Climate-related opportunities will vary depending on 

the region, market, and industry in which an organization operates. The Task 
Force identified several areas of opportunity as described below: 



a. Resource Efficiency                                                                                                          

There is growing evidence and examples of organizations that have 

successfully reduced operating costs by improving efficiency across their 

production and distribution processes, buildings, machinery/appliances, and 

transport/mobility—in particular in relation to energy efficiency but also 

including broader materials, water, and waste management Such actions can

result in direct cost savings to organizations’ operations over the medium to 

long term and contribute to the global efforts to curb emissions. Innovation in 

technology is assisting this transition; such innovation includes developing 

efficient heating solutions and circular economy solutions, making advances in 

LED lighting technology and industrial motor technology, retrofitting buildings, 

employing geothermal power, offering water usage and treatment solutions, and 
developing electric vehicles.



b. Energy Source 

According to the International Energy Agency (IEA), to meet global emission-

reduction goals, countries will need to transition a major percentage of their 

energy generation to low emission alternatives such as wind, solar, wave, tidal, 

hydro, geothermal, nuclear, biofuels, and carbon capture and storage.

investments in renewable energy capacity have exceeded investments in fossil 

fuel generation. The trend toward decentralized clean energy sources, rapidly 

declining costs, improved storage capabilities, and subsequent global adoption 

of these technologies are significant. Organizations that shift their energy usage 

toward low emission energy sources could potentially save on annual energy 
cost



c. Products and Services:

Organizations that innovate and develop new low-emission products and services 

may improve their competitive position and capitalize on shifting consumer and 

producer preferences. Some examples include consumer goods and services that 

place greater emphasis on a product’s carbon footprint in its marketing and labeling 

(e.g., travel, food, beverage and consumer staples, mobility, printing, fashion, and 

recycling services) and producer goods that place emphasis on reducing emissions 

(e.g., adoption of energy-efficiency measures along the supply chain).

d. Markets:

Organizations that pro-actively seek opportunities in new markets or types of assets 

may be able to diversify their activities and better position themselves for the 

transition to a lower-carbon economy. In particular, opportunities exist for 

organizations to access new markets through collaborating with governments, 

development banks, small-scale local entrepreneurs, and community groups in 

developed and developing countries as they work to shift to a lower-carbon economy

New opportunities can also be captured through underwriting or financing green 

bonds and infrastructure (e.g., low-emission energy production, energy efficiency, grid 
connectivity, or transport networks). 



e. Resilience: 

The concept of climate resilience involves organizations developing 

adaptive capacity to respond to climate change to better manage the 

associated risks and seize opportunities, including the ability to 

respond to transition risks and physical risks. Opportunities include 

improving efficiency, designing new production processes, and 

developing new products. Opportunities related to resilience may be 

especially relevant for organizations with long-lived fixed assets or 

extensive supply or distribution networks; those that depend critically 

on utility and infrastructure networks or natural resources in their value 

chain; and those that may require longer-term financing and 
investment. 



Financial Impacts:

Better disclosure of the financial impacts of climate-related risks and 

opportunities on an organization is a key goal.

In order to make more informed financial decisions, investors, lenders, 

and insurance underwriters need to understand how climate-related risks 

and opportunities are likely to impact an organization’s future financial 

position as reflected in its income statement, cash flow statement, and 

balance sheet. While climate change affects nearly all economic sectors, 

the level and type of exposure and the impact of climate-related risks 
differs by sector, industry, geography, and organization.



Fundamentally,

the financial impacts of climate-related issues on an organization are 

driven by the specific climate-related risks and opportunities to 

which the organization is exposed and its strategic and risk 

management decisions on managing those risks (i.e., mitigate, 

transfer, accept, or control) and seizing those opportunities. The 

identified four major categories, through which climate-related risks 

and opportunities may affect an organization’s current and future 

financial positions:



Income Statement:
1 - Revenues:
Transition and physical risks may affect
demand for products and services. Organizations
should consider the potential impact on revenues
and identify potential opportunities for enhancing or
developing new revenues. In particular, given the
emergence and likely growth of carbon pricing as a
mechanism to regulate emissions, it is important for
affected industries to consider the potential impacts
of such pricing on business revenues.

2 - Expenditures:
An organization’s response to
climate-related risks and opportunities may depend,
in part, on the organization’s cost structure. Lowercost
suppliers may be more resilient to changes in
cost resulting from climate-related issues and more
flexible in their ability to address such issues. By
providing an indication of their cost structure and
flexibility to adapt, organizations can better inform
investors about their investment potential.



It is also helpful for investors to understand capital
expenditure plans and the level of debt or equity
needed to fund these plans. The resilience of such
plans should be considered bearing in mind
organizations’ flexibility to shift capital and the
willingness of capital markets to fund organizations
exposed to significant levels of climate-related
risks. Transparency of these plans may provide
greater access to capital markets or improved
financing terms.



Balance Sheet

3 - Assets and Liabilities:
Supply and demand
changes from changes in policies, technology,
and market dynamics related to climate change
could affect the valuation of organizations’
assets and liabilities. Use of long-lived assets
and, where relevant, reserves may be
particularly affected by climate-related issues. It
is important for organizations to provide an
indication of the potential climate-related
impact on their assets and liabilities, particularly
long-lived assets. This should focus on existing
and committed future activities and decisions
requiring new investment, restructuring, writedowns,
or impairment.



4 - Capital and Financing:

Climate-related risks
and opportunities may change the profile of an
organization's debt and equity structure, either
by increasing debt levels to compensate for
reduced operating cash flows or for new capital
expenditures or R&D. It may also affect the
ability to raise new debt or refinance existing
debt, or reduce the tenor of borrowing available
to the organization. There could also be
changes to capital and reserves from operating
losses, asset write-downs, or the need to raise
new equity to meet investment.



Organizations are encouraged to undertake both 

historical and forward-looking analyses when 

considering the potential financial impacts of climate 

change, with greater focus on forward-looking analyses 

as the efforts to mitigate and adapt to climate change 

are without historical precedent. This is one of the 

reasons the Task Force believes scenario analysis is 

important for organizations to consider incorporating 

into their strategic planning or risk management 
practices. 



Climate-Related Risks

Policy and Legal

‒ Increased pricing of GHG emissions

‒ Enhanced emissions-reporting obligations

‒ Mandates on and regulation of existing 

products and services ‒ Exposure to 

litigation 

Examples of Climate-Related Risks and Potential Financial Impacts 

Potential Financial Impacts

‒ Increased operating costs (e.g., higher compliance costs,
increased insurance premiums)
‒ Write-offs, asset impairment, and early retirement of 
existing
assets due to policy changes
‒ Increased costs and/or reduced demand for products 
and
services resulting from fines and judgments

Technology
‒ Substitution of existing products
and services with lower emissions
options
‒ Unsuccessful investment in new
technologies
‒ Costs to transition to lower
emissions technology

-Write-offs and early retirement of existing assets
‒ Reduced demand for products and services
‒ Research and development (R&D) expenditures in new and
alternative technologies
‒ Capital investments in technology development
‒ Costs to adopt/deploy new practices and processes



Market

‒ Changing customer behavior

‒ Uncertainty in market signals

‒ Increased cost of raw materials 

- Reduced demand for goods and services due to shift in
consumer preferences
‒ Increased production costs due to changing input prices 
(e.g.,
energy, water) and output requirements (e.g., waste 
treatment)
‒ unexpected shifts in energy costs
‒ Change in revenue mix and sources, resulting in decreased
revenues
‒ Re-pricing of assets (e.g., fossil fuel reserves, land 
valuations,
securities valuations)

Reputation
‒ Shifts in consumer preferences
‒ Stigmatization of sector
‒ Increased stakeholder concern or
negative stakeholder feedback

- Reduced revenue from decreased demand for goods/services
‒ Reduced revenue from decreased production capacity (e.g.,
delayed planning approvals, supply chain interruptions)
‒ Reduced revenue from negative impacts on workforce
management and planning (e.g., employee attraction and
retention)
‒ Reduction in capital availability



Acute

Increased severity of extreme
weather events such as cyclones
and floods

Chronic
‒ Changes in precipitation patterns
and extreme variability in weather
patterns
‒ Rising mean temperatures
‒ Rising sea levels

- Reduced revenue from decreased production capacity (e.g.,
transport difficulties, supply chain interruptions)
‒ Reduced revenue and higher costs from negative impacts on
workforce (e.g., health, safety, absenteeism)
‒ Write-offs and early retirement of existing assets (e.g., 
damage
to property and assets in “high-risk” locations)
‒ Increased operating costs (e.g., inadequate water supply for
hydroelectric plants or to cool nuclear and fossil fuel plants)
‒ Increased capital costs (e.g., damage to facilities)
‒ Reduced revenues from lower sales/output
‒ Increased insurance premiums and potential for reduced
availability of insurance on assets in “high-risk” locations



Examples of Climate-Related Opportunities and Potential Financial Impacts 

Climate-Related Opportunities

1 - Resource Efficiency

- Use of more efficient modes of
transport
‒ Use of more efficient production
and distribution processes
‒ Use of recycling
‒ Move to more efficient buildings
‒ Reduced water usage and
consumption

Potential Financial Impacts

- Reduced operating costs (e.g., through efficiency gains 
and
cost reductions)
‒ Increased production capacity, resulting in increased
revenues
‒ Increased value of fixed assets (e.g., highly rated 
energyefficient
buildings)
‒ Benefits to workforce management and planning (e.g.,
improved health and safety, employee satisfaction)
resulting in lower costs



2 - Energy Source

- Use of lower-emission sources of
energy
‒ Use of supportive policy incentives
‒ Use of new technologies
‒ Participation in carbon market
‒ Shift toward decentralized energy
generation

- Reduced operational costs (e.g., through use of lowest cost
abatement)
‒ Reduced exposure to future fossil fuel price increases
‒ Reduced exposure to GHG emissions and therefore less
sensitivity to changes in cost of carbon
‒ Returns on investment in low-emission technology
‒ Increased capital availability (e.g., as more investors favor
lower-emissions producers)
‒ Reputational benefits resulting in increased demand for
goods/services

3 - Products and Services

- Development and/or expansion of
low emission goods and services
‒ Development of climate adaptation
and insurance risk solutions
‒ Development of new products or
services through R&D and
innovation
‒ Ability to diversify business activities
‒ Shift in consumer preferences

- Increased revenue through demand for lower emissions
products and services
‒ Increased revenue through new solutions to adaptation
needs (e.g., insurance risk transfer products and services)
‒ Better competitive position to reflect shifting consumer
preferences, resulting in increased revenues



4 - Markets

- Access to new markets
‒ Use of public-sector incentives
‒ Access to new assets and locations
needing insurance coverage

- Increased revenues through access to new and emerging
markets (e.g., partnerships with governments,
development banks)
‒ Increased diversification of financial assets (e.g., green
bonds and infrastructure)

5 - Resilience

- Participation in renewable energy
programs and adoption of energy-efficiency
measures
‒ Resource substitutes/diversification

- Increased market valuation through resilience planning
(e.g., infrastructure, land, buildings)
‒ Increased reliability of supply chain and ability to operate
under various conditions
‒ Increased revenue through new products and services
related to ensuring resiliency


