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Sustainability – it is one simple word, but it has many different interpretations.  

Does it mean excluding weapons manufacturers? Is it still Responsible Investing?  

Or does it mean looking for companies engaged in risk-management practices?

In fact, it means all three – and many more 

things besides. But the extent to which opinions 

differ on ‘what is sustainability’ can be seen 

in the latest research from Novethic, a French 

group which works to improve knowledge and 

practices on Responsible Investment (RI). 

Novethic’s most recent annual survey asked 

165 European asset owners with EUR 5 

trillion under management for their views 

on what sustainability investing means to 

them. “Asset owners increasingly understand 

what integrating Environmental, Social and 

Governance (ESG) criteria in their investment 

practices means, even if they do not all apply RI 

policies,” says Anne-Catherine Husson-Traore, 

chief executive officer of Novethic. 

COVER STORY

“Dutch investors remain quite divided on 

their definition of ESG integration,” the report 

says. “Common responses are the exclusion 

of activities that are deemed unethical and 

using ESG criteria in investment selection. 

However, an increasing number of respondents 

include engaging with issuers on sustainable 

development and avoiding sectors or securities 

with ESG risks in their definition.”

What is unique to the Dutch is that all 

investors have either adopted, or are in the 

process of adopting, a formal RI policy, even 

if respondents disagree about what it actually 

means, the study shows.

Leading the field in adopting RI policies is 

Germany, where 94% of respondents said 

they had adopted a strategy overseen by top 

management. They may also be the best 

informed. “German investors devote more 

resources to ESG analysis than any other 

country,” Novethic says. “Above all, they are 

the top users of ESG information provided by 

specialized rating agencies.”

German investors see contributing to 

sustainable development and long-term risk 

No longer purely ethical
“ESG integration is no longer seen as a purely 

ethical or reputational strategy. Moreover, 

long-term risk management is set to become 

asset owners’ principal motive to integrate ESG 

criteria into asset management. They recognize 

the potential materiality of ESG issues.”

However, she says the campaign is not reaching 

all ears, and in some quarters, is taking steps 

backwards. “Awareness of ESG approaches is 

rising, but ESG integration in practice is running 

out of steam and the implementation of RI 

policies is stagnating,” Husson-Traore says. 

“Some strategies considered as commonplace, 

such as controversial weapons exclusions, are 

even declining. And almost 15% of respondents 

have not yet planned to implement any RI 

strategy. So there is still a long way to go before 

RI policies are implemented across all asset 

classes.” 

National differences are large
Differences in opinion as to what is 

sustainability can be seen in the Netherlands, 

which has long been seen as a leader in the 

concept.

‘Dutch investors remain 
quite divided on their 
definition of ESG 
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management as the most important reasons 

behind their enthusiasm. The country also has 

the highest number of investors who address 

ethical investing in agricultural commodities, 

where deforestation is an issue, in their ESG 

strategies. 

Multiple criteria may be confusing
In France, 42% of respondents had an RI policy, 

and “an unusually high majority of French 

respondents consider that ESG integration 

involves selecting companies on the basis 

of ESG criteria,” the study reveals. However, 

the trend for French investors to factor in the 

long-term risks faced by companies may have 

peaked. And only 3% considered financial 

implications to be important.

“Indeed, investors seem to be confused by the 

multiple criteria used by different extra-financial 

rating agencies and asset managers. They 

would like to have a clear definition of what ESG 

criteria are,” Novethic says.

Tax havens are an increasing concern in 

Spain, which has lagged its European peers 

in adopting ESG, with only half of investors 

pursuing the concept. The Spanish definition 

of what is ESG has shifted towards the more 

traditional ideas of using exclusion and 

investing in ‘green’ industries, the report says.

Viewing ESG as risk management
The country which places the highest 

importance on financial performance in 

defining ESG is the UK, where one in ten 

investors makes it a priority. The country also 

leads the field in considering ESG from a risk 

management perspective.

Perhaps the most progressive attitudes 

towards adopting ESG strategies were found in 

Austria, one of Europe’s smallest investment 

markets. “Austrian respondents’ definition 

of ESG integration is progressive and multi-

dimensional,” says the report.

Don’t focus exclusively  
on exclusions,  
says French pension fund

Exclusions should not be used as a catch-all means of 
developing a sustainability investing approach, says 
French pension fund chief executive Philippe Desfossés.

Like most funds, his scheme excludes obvious candidates, 
such as the bonds of governments engaged in torture, 
or the equities of companies which make controversial 
weapons. But the reality of the rest of the investment 
universe is more complex, he says.

“No business sector is automatically excluded or favored by our fund,” says 
Desfossés, director of the ERAFP scheme for French public sector workers. He cites 
the oil industry as a good example where finding the ‘best in class’ is a better 
option. 

“The fact is we are going to need oil for some time,” he says. “Not all oil 
businesses behave in the same way; we look at ESG factors to rank them on the 
way they are preparing for the future,” he says.

Changing business models
Desfossés believes that encouraging sustainability practices at the companies in 
which he invests means a change of approach. “We should put more pressure 
on companies to change their business models away from trying to cut pollution 
with existing resources, to using fewer natural resources,” he says. “That’s more 
sustainable and more efficient across the whole of industry.” 

“Investing in something which can have a direct impact such as renewable 
energy and low-carbon projects is obviously good, but this is perhaps 5% of the 
issue. The main challenge is how we can practice sustainability in the other 95% 
of the economy.” 

The ERAFP has used a Socially Responsible Investing (SRI) filter on all 
investments since it began operating in 2005, believing that it allows a better 
assessment of long-term risk and identifies the growth drivers of the future. 
The fund is two-thirds invested in bonds and the rest in equities and real estate. 
In December 2013, the fund selected Robeco to manage parts of its US equity 
allocation.

* Philippe Desfossés is speaking at the RobecoSAM Forum 2014 on 2-3 October in 
Zurich. For more details, please visit: www.robecosam.com/en/forum or email 
forum@robecosam.com.

‘The Spanish have gone 
back to exclusions and 
green issues’




