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Purpose of the report
"UiAET..iIE«>AIEveeODAEPI>AA]EI..iE>VA®e™P“E - Eq
Aceoeli E"TAievE " "El...iE¢iY Ve " EceVvEI..iIEw >"V ">«EAi/
“"UiAi"i”iEVoe“«>“iAE...>UiELi}(N)"E‘Ier}A>««-iEUAI...E‘
U>«OiAEU"T...""El...i"AEVeAIELOA""IAAE>VI U 1"iA°E
/|...ITE7TAZ""}E >« 1>«E,i«AIEIA>VIAE>E"O“LIAE®VE
1..iEiU>¢0>1"e"EcevE - ETAAQIAEU"T...""E*“>""AlAI>"E
/..iEAi«ce AlIE>«AE«AU IAE>"Ec««eAIO"" IPEVveA
«AeU IiEl..i"AE«iAA«iVI"UIEe "EAIVI“TE>V ... iUi“i"TAI
>AAIAA“I"IEqQE " "vee A“i " ELPEI...iE«iAA«iVI"UIAE}>I...iA
- EU><OIiAE>AIEIAOPE ""T1i}A>I1i E""EI.. iE“>AZii«->Vi
AEU 1. E>"PEi0-0""}E>Ai>EevE>VI"0U"IP]EAOAI>]
VAi>Ii® E IAEcUEVe““O""IP°E/.. AEV(I—:-““O”IIDE .>AE
”V-O‘”}E>”E”iU“i>L-iE}Aeri...EoevE>VAoe”b“A]E>”‘E'
Ve “L " iEl..iAiE iUiece«“i"IAEU"T...El...iEQ~v>l..0“>Ls«i
|...iEUA« EceVvE.."}...EW " >"VIiEIl..i"E"1E"AEi>APEieEC(
LiEeiviELi.. " °E*>AlIEceVEI..iIE«OA«eAiEccVvEIlI..iEAi«
TeeEl...iEiYIi"IE«e AA"Lei]Ee>A}e"EVAIIE iIAVA «i e Ec
}AerI . E""EAOQOAI>"">LeiEW">"VIE>""EAiA«e A L+iE""(
1...”AEAi«eAIE"AEle\E

E
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Background
7...i1..iIAEP®eOE«ALIEI..iE""UIiAI“I"I]JEL>"Z""}]E e AE
U 1"iAAiE>EAI>}}iA""}EA>"}iEeVE~IUE """ I">1"UIAE>AE
veeVOAI'Ee™El...i"AEA®iE""EAiRe®&RBL-iE""UIiAI“i"IE
"E «A"«EQA44E]EI...iE*>0"V..E®eVEI..IE*A "V «*iAEva
“AIEI...>"EQA4E""AI"I01"e"AEAiI«AIAITI""}E>AAITAE>«
Ali«EV..>"}iEvee AEI...iEUeA« LAE+>A}IAIE""AI"IOI"
VEeAEI...IEU>PEV>« I>eE“>AZIIAEU®AZ]EVveAEI...iEw"
“>AZIIAE>""EVveAEI...iIEVe“«>""iAEI..>IEA>"AIEV>«"I:
-e“iEeLAIAUIAAE>««i}iEl...>1El...iEUeAZEOIAU>pPE"
I"iEU..i"El...iE«OL*"V]EV+"i"IAE>""E«ce"1"V'>"AE...>0
"AAOQIA]E " I>LePEVe"“>1IEV..>"}I]E>"E>eAcEIEAV:
«AewsiEVeeA«eA>TiE iL>VeiAE""El...iEi>A«PEPi>AAEC
""E - EveVOAITE>VITUTTTIAEU T...""Ew™>"V ">«EAiAU"V
Ai>eE"“«>VIEeVEU®RO"I>APE"""1">1"UiA"
"1..iIAAEAIIEl..>TEveeAU>Atee®Z " "}EW >"V " >«E""AI"IC
iVViViEi“Li““}E>E~iUE - EAO««CX—:‘A‘IM}E El..>IE«e>Db,
U><O0iAE>""E>VI U IP]EIceEW™>"VIEIl..iEi"TAi«Ai"iOAA]I
1..>"ELi""}EAii~ E>AE”AI 101 e AE>"E""UiAlc ARE >A A
“VAi>A "}ebP]E>"iV eI>«E“>AZIIEi0O" i"VIEAD}}IAIAE]
i“iA}i"ViEcevETIUE - E“>A2iiEoe««oeAIO””iAE>A|EA>«
1..>IE>AiE«>AlEceVE]...iIEVe AIELOA"TIAAEI..""Z""}E e
L|”}E>E“>A}”> «E" AAO|EoevE cE®AE."“ 1" EOAlEIer
leeEU..."V...El...iE° i>U"iA»EceVE7>«+E-1AIIilE>""E/..

L> “AEqE>A|EA|>vw JEO«E~IUEO~"TAEU"I...E - EA>UU
v >"}EI>Z " "}E«e>VIiEU T...""Ew™>"V ">«EAIAU VIA°E/..
cceZE>IE“>eAE iUicce« i"TAE""EI...iE""UiAlI“i"1]EL>"

Responsible investment
“«eAl>"1«P]EI...iEi“iA}i"ViEceVvEI...iE*, EAiyiVIAE>E}A
l..IEUeA« LAE>A}iAIE""A1"101"e">+E""UiAlceAAEQqE
veeO " >1"e"AEQqEI...>TE>EvDe«iAE""li}A>1"e"EceVE - E~
iIVATe"AEV>"E«AeU  iE>E“ccAiEivviVI"UiElcece*Ele E
eVE IUE“>AZiIEcc««e AIO""1"iA°E "EI"“I]E"P">“"VE “«e
1...iE*, E...>AEl...iE«eUIiAEI®eE>*"}"E“ccAiEivviVIi"Uiep
““EU>«OiA°E/...iE*, EV>“IE>LeOI]E""E«>AI]ELiV>0AI
“"AEAiVee"WA“i " ELPEI..iEV>VIEI..>IE*OAIE®"IEPIi>AE:
e>O"V..i El...iE*, E"i>A*bE1l- E£AEIA " ee""E""E>AAIIA
/...iEA...iiAEAAIE>""E""yOi"ViEceVvEI..iE>AAilEccU"""}E
«>A}IATEQO""UIiAA>+E""UiAloeAAEU"""}EV..O"ZAEeVE
“>">}i“i"TEVe““O0 " " IPE>AE“®AIE>""E“cAIEVO ™" E*“>">1}i,
UeeAZEU"1...E“ce”iPE“>">}iAAEI..>IEQ" iAAI>"E - °E ~
eVvE ...ccUEVO " E“>">}iAAE>AIEAI>VI""}EiEAIAUIE]...
“~“UiAl“i"1IEVee““d~"ip°

1. http://www.unpri.org/report07/PRIReportOnProgress2007.pdf
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L>"Z""}ELOA""iAAEO""IAEU...iAIiEI..iE“>"IA>EceVEC°AIiA
"}"eAiE - E” AAO E7..5IE"AEV..>"}""}EA>« " ebPE>"“C
L>"Z""}EiYiVOI"UIiA]E..eUiUIA]JE"AEI..iEQ iAAI>""""}
AOAI>"">L+iEAIAOIAEVeAE]I..iE""A1"101"e"°E IEI...IiE
LiVe“IAE>««>Ai"1E]..>IEU>+0i E«AreVviAA"e">+AEVe
“"VAI>SA " }ePEU>"TEIEU®RAZEVRAE""AITIOI"e"AEU ...iA
A>T .. iAE]..> E<OAIE«>AIE®VEI]T..iIE«OLs"VEAie>"e"A
e U"»ELis"ivVEVA@®“El...iE*cAIEAI""AE“>">}i“i"IE>""E
UeAZEvee AE®eA}>""A>1"e"AElI..>IEQ0" iAAI>""ELcel..E
U T...""El...iE*>A}iAIEceVvEI..iE""AI"IOI"e"A"

Ae“EVe “>1iEV..>"}i]JEU>TIAE>""EiVee APAITI“AEAIAU"V
l..i1EAiA«e”"A L " IPEeVEW >"V " >«EAIAUVIiExA}>""A>
AiA«e A L <" IPE>}i"">AEvee AEI...iEL>"Z""}EAiVIeAE...
1"“i]El...i1EL>A"VElcee*AEVEeAE>">+pPA""}]EAi«eAI""}E>
«A>VI"ViE>««A®e>V..iAE..>UiEiUe+Ui"°E cAEiY>"“«ei]
>SE«AeVIAAE OA""}EOQA&G{ftEEI..>IEA>UE>E}AeO«Em\
“>">}IAAJE>AEUIs«E>AE>E“OI"tAI>Zi...ces iAE}ARO«]
«AceleVoe°E/...iE , E ”>”VA>-Ei—iiﬁé&”‘v’dﬁ\‘lfﬁ‘-ﬁ\lhﬁ,&lﬁ-}@@e
"OA""}EI...iEO4AAETCEAQAI>"">L"«"IPE>""E A« A>Iil
I. |E,EAuueArqE«AmlwVapEU>AEL>A|Em“m_JEﬂu
@A}> "A>1"e"Ece«iA>1"e AEI..iAILPEIYIiI" ""}EI...iEA
“TAITIO01"Te"AvE«AeOVIAE>""EAIAU"VIiA
/>Z“}Ew»“«qAEvAw“EuneEVw|A>AT”}E>A»AanE
1700 AE>EA|A|EmvE .eUEUIAPE "VvVIAITIEL>"Z""}EeA
“"AAOIAE>""ELO" “E " TeEl..i"AEe«iA>1"e"A]E «A
eAEL>"ZAE " "Uces- u|E“E«AmdviEM>NVHELJErwAM'
e"E "1iA™>1"e">+E "">"VIiE eA«eA>1"e"E- ®E}O i’
Ar“iIEXEEL>"ZAEAI«AIAI"I""}E“®AIE]I...>"Enx EceVE}e.c
«A”"V «eiAEl...>TEVReUIAEI"U A ™ i"I>«E>""EA®V " >+E"
>LeeUIEL- EEAE“ ee" @™ PE/...IE®A "} ">eE«A "V «+iAEUI,
Ve i"1EEVRe:>0l...ccAiELPE*>Q+E+°E7>1V..“>"]E>E*>
>“L]E Aii"iEEE >V,>i]EAI>IIiA\E

h4HOUGH THE %0 ARE NON BINDING THEY HAVE BECOMI
INANCE MARKET 4HERE ARE NO SANCTIONS FOR BREA
IMPORTANCE ATTACHED TO COMPLIANCE WITH THE %0 BY
OF PROJECTS BY CIVIL SOCIETY IT CAN BE SAID THAT ~
-i«>A>1ieP]ET..IE«A"U>IIEL>"Z""}EVe““O""1PEI...>IE
“TAITTIOIT e "> EVeTiTIAJE>AIEU>Z""}EIeEIl...iE}AU "}
VAR“EIT..i"AEV«"i"lIA°E PEOA£A]EI...iEiY«iVIi>1"e"E"AE
-7 ®EU“--EAi>V...E“oé°2EiE>iA.Z:FTH§11>{-{tEElME-Wde”V>iiAEi
Ve““O " IbEwW " E - E""UIAI“iI"1IEVe"Vi«IAE>I1A>VI"UIiE>
““1i}A>TIiE - Ev>VIAAE " "E>"PEU>P°E "VAiI>A""}«b]E"™
- 1""VeOA UIE""UIiAI“I"TE>AE>ELOA "iAAEe««eAIO™"

U-i. EluAE

l>1
]

2. http://www.equator-principles.com/documents/ClientBriefingforEquatorPrinciples_2007-02-07.pdf
3. http://www.unepfi.org/fileadmin/documents/unlocking_value.pdf
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/..iE"AOA>"VIE " OAIAPE AE>EAIAe }E-iUiAEvEAE""
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*>AYAIEW > "V ">eEVoe“«>""TIAE"UE>}AIIE]I...>IE>E1-
U >LeiEANIT2IA-dNEE pp& 8 AR 02"i ELPEI...IE1 E e UiA™"
O“iA‘I>Zi”E‘”EAiVi~iEb~i>~AAELDE”AOAiAAE>”‘EAii”A
}JeeL>EiVe " e“ " VEVeAIAE®VE " ®E®AEscUEVs"“>liE>
«>A‘|EvAo?“E\(-”“>iiE\(...>”}j]|§j...iE”ApAﬁViE”‘C)@iA
">L"+"IPEVEVe VI"U "} EiUicce« " }E>""EAce+s""}Ece

U
AOAJ > "> ERIIPIEAAOMS"VIE"" " OAIAPE AELI}" """~ }JElce|

""AOA>"VIiEqE""AOA>"ViEvee AEl..iE«eeAEqE>AELcI ..
AOAI> ">LeiE iUisce«*i"I°E*Ace OVIAE>" EAIAU ViAEI..
>}""1E«e«Oe>1"e"AE>""Ee Viee"}E""Ve“i]JE“eIAE >
v>A“IAAE>AIEVeE“ " "}EIeEl...iEveeAi°E*celi"I">«E"IUE"“>
AAZAE>"El...iE«AceliVI"ee"EceVvE">I0OA>+EAiAcOAVIA
/[...iE""AOA>"VIE""" OAIAPE"AE>«AcE>U>Zi"""}El®eEI...
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4. http://www.unepfi.org/fileadmin/documents/CEO_briefing_adaptation_vulnerability_2006.pdf
5. http://www.hm-treasury.gov.uk/independent_reviews/stern_review_economics_climate_change/stern_review_report.cfm
6. http://www.unepfi.org/fileadmin/documents/insuring_for_sustainability.pdf
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7. http://www.unglobalcompact.org/docs/news_events/8.1/WhoCaresWins.pdf

8. http://www.unglobalcompact.org/Issues/financial_markets/gc_and_stock_exchanges_statement.doc
9. http://www.unepfi.org/fileadmin/documents/amwg_materiality_equity_pricing_report_2004.pdf

10. http://www.unepfi.org/fileadmin/documents/show_me_the_money.pdf
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The emergence of the PRI - the UN perspective

During 2003-4, UN Global Compact and UNEP Finance Initiative began a separate exploration of how
key actors in the investment chain — asset owners, asset managers, investment consultants, analysts

and stock brokers — integrated ESG factors into their work. The thrust of the UN efforts were to work with
mainstream financial industry players to explore the barriers and drivers that either prevent or promote the
integration of ESG issues into investment policy-making, analysis and action. As part of this process, the
UN opened a conversation with the world’s leading stock markets and sought to engage the very largest
institutional investors in the responsible investment debate.

What the UN discovered were the seeds of a coming revolution in investment world. The UN teams
working on the project, the UNGC based in New York and UNEP Fl in Geneva, found that rather than
having to drag the mainstream financial services sector into the ESG arena there was, already, a vibrant
and growing community of convertees who realised that appropriate consideration of ESG factors was
essential for the long-term growth and protection of investments. Equally, management of ESG risks was
becoming integral to risk assessment and risk management for those forward looking institutions covering
a growing range of core financial service activities from investment, to project finance or new insurance
products .

In essence, for those forward looking financial institutions the nature and understanding of risk itself
was evolving and broadening to include a wider range of qualitative issues. As a new understanding of
ESG inclusive risk emerged, there came also a better appreciation of bankable ESG opportunities and
a heightened understanding around the emergence of new markets for carbon, clean-tech, sustainable
natural resources, environmental utilities and infrastructure, and the technologies of the future.

The result of the 2003-4 work was the UNGC’s “Who Cares Wins” reports and UNEP FlI’s series of
“Materiality” reports . The first reports from both series were presented at the UNGC Business Leaders
Summit held at UN Headquarters, New York, in June 2004. Within weeks of the publication of the reports,
the UN announced an initiative to work with the world’s largest institutional investors to create a framework
for responsible investment. Nearly two years later, in April 2006, and after a complex series of negotiations
managed by UNGC and UNEP FI this effort would become the PRI.
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The emergence of the PRI - a historical perspective

Without the headline grabbing corporate governance scandals that marked the early years of the 21st
century, of which Enron, Andersens, Worldcom, and Parmalat were the most notorious examples, and
the relentless climb of climate change as a looming material risk issue for industry, the PRI would not
have emerged so quickly. In short, the scandals that scarred the markets in recent years and the growing
perception that global warming along with other looming global environmental crises pose a real threat to
the world economy, worked to blow open a space that allowed the PRI to develop.

[t was not just the turn of the century corporate governance meltdowns that catalysed a change in

thinking around risk. Earlier systemic failings of the financial system, also linked to corporate malfeasance
and downright criminality, also paved the way for a shift which sees a growing appreciation amongst
mainstream investors for the pivotal power and fundamental need for both Return on Investment and
Responsibility of Investment — the two ROls — as equal partners in the fiduciary business of protecting asset
value over the long-term.

Through the Asian market melt down of 1997, onto the Russian crisis of August 1998 and then into the
free-for-all roller coaster scandals as the new century started, the institutional investment community
increasingly began to understand governance as a core risk issue that large listed companies need to get
right if their long-term asset value is to be adequately protected.

In effect, the corporate governance scandals that pot-marked the dawn of the 21st century worked to
broaden the “risk radar” of leaders in the investment community. Governance issues are a “natural” to

be considered as part of the risk game as good governance sits at the heart of sound business and

the corporate meltdowns simply reaffirmed this. The role, however, of environmental and social issues,
sometimes termed extra-financial, and their connection to or influence on “core” governance considerations
was more complicated.

While investors can intuitively understand the need for a company to have a well balanced board with
strong non executive directors and appropriate checks and balances, the leap to a whole myriad of
environmental and social issues, either as part of governance considerations or standing in their own right
as full blown risk issues, is not so straight forward for an investment commmunity where the thinking and
jargon of sustainability is, quite often, totally foreign.

However, as institutions broadened their risk radars in response to losses approaching USD?7 trillion as one
corporate governance scandal after another hit the market, the willingness to consider a broader range

of risks developed. At the same time, the ability to quantify environmental and social risk to investment,
although far from perfect, was emerging. Growing evidence concerning the economic impacts of climate
change also accelerated the need for the financial and investment communities to internalise and value
non traditional risks more effectively as well as the flip side of the risk coin, new opportunities.

The PRI, conceived, negotiated and delivered by the heads of more than 20 of the world’s largest
institutional investors is the structure mainstream investors needed to bind the two ROIs and to make
a real difference in the global game of investment.

Drawn from an original article by Paul Clements-Hunt contributed to a report for the 2006 meeting of the Commonwealth Finance Ministers.

LIATE""TIAIATA®]E>""E " ii Ev>"+OAIiEIcE..>UIiEAi}>A"

SELAi>V...E®eVE OIbP]»E AE7>IV..“>"EVe V.0 i’

AiA.. . wis AE+>UPIAAEDO  iAlceceZE>E«AetLe"eEiYi.
“TiIA«Ail>1" e EVer|A”}E“f&rEv>«Ew>|«EéAAlzw|£AeA><A
Oaax]E>IEI..iIE1 *E E scelL>+E,eO""I>L«iE>IEL E.

|'|'|>

A~

>VieAAE.

A

OAI>""Ece"E" ‘IAA
>UI

11. http://www.unepfi.org/fileadmin/documents/freshfields_legal_resp_20051123.pdf

i>"»El. |EIA>”]ACB >eE“>AZIIEU”

IUEG

E>A}o| ]E>”‘EA] eeE ®]EI..>IEVv>VI®kA"



12 The Working Capital Report

O iAAI>"""}EcevEW OV ">APE OIP°E AiA..wis ABEAIC
1...>1ET1...iE""1i}A>1"e"EceVvE - ETAAQIAE " TeE""UiAT“i"I1]
«iAveA“>"VIi]E"AEV+i>A+PE«iA“"AA L«iE>""E"AE>A}O>
IET...iE...i>AlEceVEI...iE AiA...wic AEAiIAi>AV..EU>AEI...
“"E}eUiA">"VIETAAQIAE " 1eE""UiAl“i"IE«ce*"VPE-""V
""EAleVZi«"VZ "}ERAEL®E 3« VZ T}®EU®O"I>A"eb
“CEAi}Oe>1"e"EE«A T >SATPE>AEAI}>ATAE«OL"VE>"
""AOA>"VIEVe“«>"PEAIAIAUIAE>""E“OIO0>«EvO~""Af»E/
>">'>/FE A>"VIiEE iA“>"PEE I>bPEE >«>"FEE-«>""FE
. T El...iEpOiAl"ee"EA>"Ai"Evee AEI...iE AiA..wi*s AEU
¢i}>«E>""E"TUIAI“I"IE"A"UIAAEI..>IE>AIEl...i“Ai-UiAE""
“>AZIIJE>""EVO+I10A>E " cA“AEI..>1E..>0iEiUe-0i E™
“>"PEiIV>'iA°E "EA..AI]EI...iIAIEU>AE " cEA “«iE>"A

\‘/iiAE~O>A<|3;->VUbiéAAEQ“iA‘I‘ogo‘eZE“?”P E“>‘~AE“oe:‘l.~..~A~Eo~e\A/E
°‘| ..N.(ENAiEAiiZAN}:I‘E>EA}Ai>~Iif\AEAi}?A:EV(BAAE‘ - E‘ AAQ‘AENA
AiIATAI>VIiEee"EIl...iEL>A"AEceVvE>ELi*"ivEIl...>IE" ~AIAIO_I

vAoe“E‘I>Z”}E>VVoeC~)~‘IEoevEAC)V...EAAAC)iA» E/.."AEU
AAA()iAEVYE...>UiE>E“>iiAA>-E”“«>V‘IEo§-EI~..~.|Ew >~V
AiVee} ™ 1";e"EceVvEIl..iE"*“«eAl>"ViEeVE>AAIAA""}E - %
AiA .. wis AEei}>«E""TiA«Aii>1"e"EV>i>+PAi E>EAcLOA

VCE““O”‘AiAEUI EAiA«iviEieri...iEiYn IElceEU .. V.
leeELO "« E - E~ AAOlAE“IerI AE”UiAI“'"iE«oe- va
”EOaaQ

Recent initiatives and meetings
/..iE*e“i"l0“E>""E«>ViEceVEV..>"}i]JE"VE“i>AOAI ELPE
- >AELIITEIYVicl"oe"™>«°E E°}A>LEA>"«ei»EVA“EI...IE]
| iE}AeU " "}E " "«®AI>"ViE«e>Vi Ee"EAOAI>"">L-iEw™>
Voe“«e i"TAEeVETV.IE{EBAMUE®wIAPH-c“iE~"ei>LeiE iUis

“"Ei>AebE OAIDEOaa(;]E“UlAIoeAAE| }>}itETTEL. A|E1A E
“>SAZITE>VI® U“‘AiA]E” “}EI..iE~, ]E}>I AE E i”

>

“"AAEV" ibE 1E1 ..

COz

““UiATeAAEUA"IEIl...IiE- EA EI"“IE
e>1iAIE1 EAODO““"|°

“E“E O~ |EOaaC;]E>E}Aon«EoevE VATV>"EW™>"V ">eE"
“~~I|}A>I e"EeVEiIi"UAx""i"I>«E" AAOlAEU I. “"EI iEV
O iAI>Zi"ELPEL>"ZAE""E- onI .E VATV>E>" }|A >

A~

®AOE VAV>"EAQ“ IE . i E"E >«i|§/er~]E-oe(”)‘|...E
"Ei>A<PE O“1E~Q3~aQ]E“oeAjEi...V>~EC')AxéELA>~AZiAAAE}>‘I...
veeVOAI"Ee"EAOQAI>"">L«iEL>"Z""}°E/..iEiUI"I]JEVeeT.
~..~>5‘E}AoeU~I:Ei\'(«ge:i“‘l“A>‘--bI:E”Ei\..;iEVgeOAAiEervE?vEI‘DJ
AOAI>"">LeiEL>"ZEeVEI..iEPIi>AE>""Ei“iA}""}E“>AZil}]
"'+ >PEOCAACIEA"YIii"EevEl..iEU®A-"%AE->A}iAll
AOA> VIiE“>AZIIEI...>1ETA>VIiAE" IAEoeA }\“AEIer>E£
Ee>O°V..E>E1 *E EAi«eAIE. "} e} I77}E..eUEI
| iE i0iecec"i"IE>" EAceeEcOIEeVE i UE«Ace OV
i>AebPE >PEO&AC]EI...IiE...i>AEcevEA®“iEceVEI..IiE

A~

“|EvoeAE{aaEAu“oeAE”A‘m()‘r ">eETTUIAIYITTEIY )



The Working Capital Report 13

"AE> "AIAAI'ELPE ¢E eAiE>"E'"AVOAA " e"AE>AO™E
5<Aqu«iViEAoev‘ELoere‘:A:}El-ogL~>‘-E“>AZI‘IAI‘EVO§AE[”\U“Aoe
Al >PE"iIiI""}°E EZIPEPOiIAlI"e"E«OIEIeE«>AI"V «>

”UlAloeAAE“> >}Ei“iA}""}E - EATAZAEU.."«iE""0iAI""

A

> E“>AZiIAEceVEI...iEVOIOAIT»

m "Ei>A<bPE >PEO&AC]E>E}A®O«E""V.O ""}EA®“IiE®RVE-
VeAE.O"V..E>IEI...iE.."AleeA"VEL1 " 1i'E >1"e"AE*>+>"
AiA«e A"LeiE""UiAI“iI"IE>""EAQOAI>"">LeiEW™>"VIi°E/..i
“AIEl..>"EXAaE«A U>IIEL>"ZIiAAEI..>1El;eeZE«+*>ViE

m "E >AV..EO44CE UiA«>]El..iE->®@E*>eeEAleVZE
«i"A"e"EVO"TAEA"}"""}EO«EIeEIl..iE*, °E OAIE >PAE
Ve ““O " IPE}>1...iAETeEiY«eeAiE...ceUEieE>""AiAAEI.

m "E eUi“LIAEO&A&EE""E/eZbce]E "IAOL"A.."E1 E/AO
>ITIT HHAE>TE>E«i"A"@ "AEAO““"1Ece"EAiA«e™A"L«iE""0i
qE""V+O ""}EAI""eAE IV A" $">ZiAAEVAe“EUicsEcel
veeeeUEDOEAD““ TE"AE«e>""i"EveeAE cUi“LIAEO&AC"

m "E"VieLiAEO&AA4E]EI..iE1 *E E ceAl...E “iA"V>"E/>AZ
>IE "1"}AeO«E...i> pO>AIIAAE""E iUE9AZ°E/...iEiUI~
V..>"}iEAV i"VilJEce««@AIO" " I"iAE""EI..IEV>ALe E">/
iUiece«“i"lE iV..>""A“°E ETO“LiIAE®VEAIi} e™>+E«iAA«
®"E > >">%AE " “>liE ...> "} IE*A®}A>“"I]JE>""EI..iE1-
S R R VR

What’s next?

«i>AP]EI..iEiI"iIA}PE>""E>VI"U"IPE-iUi-AEVeAEAOAI
"}...ELOIEIU®EA “«+iEpOiAl"e"AEAIAIE>IEI...IiE...i>/

m "AAlP]E"AEI..iE>VI"U"IPEcVEI]..iE«>AIEVvee OAEPIi>/
"AEVe™ OVII'E>""E""UIiAI“i"IAE>AIE“>"ifE

m -iVe +P]EU..>IE“OAIEVe“iETiIYIEIEI"AOAIE“eAIE
“SAZil«e>Vif
[...iAIE>AIET...iEpOiAl"e"AEUIE«OIEI
"""OAIAP°E/...i"AE>"AUIAAEIceEI... AE
evEI..."AEAi«®eAl°

eE>E"O“LiAEcvV]
VI B Ve

E-
OiAl A]E



14 The Working Capital Report

Responsible investment and sustainable finance research chronology
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UNEP FI presents on responsible investment challenges to pension funds at the
Amsterdam gathering of the International Corporate Governance Network (ICGN).

UN Global Compact commences work with the broker community to develop the first
“Who Cares Wins” report and the ground is paved by UNGC for collaboration with the
world’s leading stock exchanges.

UNEP Fl invites a group of mainstream research companies to research the financial
materiality of ESG issues to securities valuation and commences research for the
“Materiality” report series.

UNEP FI convenes a meeting of Europe’s largest pension funds in Paris to discuss
responses by institutional asset owners to calls for more responsible investment
practices. The idea for a framework for responsible investment is floated.

The first UNGC “Who Cares Wins” report and the first UNEP Fl “Materiality” report are
launched at UN Global Compact Leaders summit, New York.

The UN unveils plans to work with pension funds and other institutional investors to
develop a framework for responsible investment grounded in fiduciary duty.

The first UNGC “Who Cares Wins” annual meeting is held. Goldman Sachs is one
among a number of sell-side analysts who present their first ESG focused sectoral
reports.

The investors forming the PRI development group are invited by Former UN Secretary-
General, Kofi Annan, to join a process to develop a responsible investment framework.
The process is to be co-managed by UNGC and UNEP FI.

UNEP FI commissions a legal opinion from the law firm Freshfields Bruckhaus Deringer,
seeking clarification on whether the law in the largest capital markets jurisdictions
permit institutional investors to consider ESG issues in their investment decision
making and ownership practices. The report is presented at UN Headquarters, New
York, in October.

The first meeting of the 70 strong PRI “expert group” convenes in Paris to prepare the
ground for a meeting of the heads of more than 20 of the world’s largest institutional
investors.

UNEP FI launches a second call to sell-side researchers to produce ESG inclusive
research for the second report in the Materiality series.

The first meeting at UNHQ, New York, of 20 of the world’s largest investors to
commence the development of the PRI. The initial “investor group” meeting is
addressed by the UN Secretary General. The group meets three more times after the
initial New York meeting, then gathering in Toronto, London and Boston, between June
and January 2006. The final draft PRI is concluded at the Boston meeting in January
2006. During the year, the meetings are supported by a group of more than 70 experts
on responsible investment.



The Working Capital Report

15

'PRIL

*UNE

*UNE

*UNE

*ULY

UNSG Annan launches the Principles for Responsible Investment (PRI) at the New York
Stock Exchange after ringing the NYSE Opening Bell for the US markets. A few days
later a European PRI launch takes place at the Old Bourse in Paris. Within a month of
launch assets totaling USD4 trillion commit to back the voluntary Principles.

UNEP FI publishes its second materiality report entitled, “Show Me The Money”. The
summary report contains 12 reports produced by 10 different brokerage houses. US
headquartered investment consultant CRA RogersCasey completes an independent
summary review of each report.

More than 200 institutions take the step to commit to the PRI. The 200th signatory
joining in June 2007 is the Swiss private bank, Lombard Odier Darier Hentsch & Cie.
During the year the PRI interim board meets to develop PRI’s governance and
operational structures.

The PRI convenes its first annual meeting in Geneva at the same time as thousands of
business leaders gather in the Swiss City for the UNGC Leaders Summit. The UNGC
“Who Cares Wins” annual meeting is held in the same week and the UNGC and UNEP
FI publish an on-line version of The Working Capital Report.
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Capturing next-generation alpha drivers
Dr. Matthew J. Kiernan, Chief Executive, Innovest Strategic Value Advisors
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~

“>AZ||¢«°>ViEU...iAiEi...iE“>i@AiECEVEA AZE>"" Er««O

~UiA|(EAIALEBAL HYPER COMPETITION ACCELERATED BY A hPE

evEi EBE L‘JN{% IRlENDS HAS CREATED BOTH CHALLENGES AND
e AL| ALLY UNPRECEDENTED )N ORDER TO CONFRONT Tt
e IIEEq ILL NEED BOTH A RADICALLY DIFFERENT MINDSET ANC
P OE ... 2ddbE 1ONAL ACCOUNTING DRIVEN INVESTMENT ANALY
~el. AN}EqECﬁ NESS !S RECENTLY AS THE MID S INANCIAL S
THE .TRUE RISK PROILE AND VALUE POTENTIAL C

°(EAIE LQILIE/E’R@QA&:OUNTING GURU AND BUSINESS PROFESS
A ||..|V|©-< IE(F;URE HAD DROPPED TO LESS THAN ON AVERAC
RANSEFORMATION OF DEVELOPED ECONOMIES TO THE F

V... fKNOWLEDGE AND OTHER INTANGIBLE ASSETS RATHER °

INANCE CAPITAL )NTELLECTUAL CAPITAL HAS BECOME
ERGO IDENTIFYING AND MANAGING IT HAS BECOME THE
ADVANTAGE AND SUSTAINABLE VALUE CREATION 9ET A
SHED ON THESE hNONTRADITIONALVY VALUE n AND INVES

!S WE MOVE DEEPER AND DEEPER INTO THE ERA OF KN
BALANCE SHEETS AND PROIT AND LOSS STATEMENTS A
TRUE VALUE INVESTMENT RISK AND COMPETITIVE POT
DYNAMIC hiICEBERG BALANCE SHEETv APPROACH ONE W
ATTENTION WHERE IT PROPERLY BELONGS ON THE ROU
BE EXPLAINED BY TRADITIONAL ACCOUNTING DRIVEN S
A FOCUS ON LEADING INDICATORS OF COMPANY PERFOTI

JNCREASINGLY IT IS THIS UNSEEN PART OF THE hVALU
SURFACE WHICH CONTAINS THE PRIMARY DRIVERS OF T
RISKS AND UNIQUE COMPARATIVE ADVANTAGES IMONC
DRIVERS ARE FOUR OF THE KEY PILLARS OF v3USTAINA
#APITAL AND 3TRATEGIC '"OVERNANCE

"UT WHY HAVE THESE FOUR META FACTORS BECOME SC
INANCIAL PERFORMANCE "ECAUSE QUITE SIMPLY THE
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TECTONIC FORCES WHICH WILL SHAPE THE COMPETITIV

B 4HE ONGOING SHIFT IN THE FOCUS OF BOTH INDUSTRI.
CREATION TO EMERGING MARKETS WHERE %3' RISKS T

B !CCELERATING NATURAL RESOURCE DEGRADATION SC
THE EXPLOSIVE PACE OF BOTH INDUSTRIAL DEVELOPM
COUNTRIES

B $SRAMATICALLY INCREASED LEVELS OF BOTH PUBLIC Al
PERFORMANCE TURBOCHARGED BY UNPRECEDENTED LE

m4HE GROWING ECONOMIC SOCIO POLITICAL AND COMPE
AS ()6 ')$3 MALARIA AND TUBERCULOSIS

Zise]. ¢I%E\NCREASED PROFESSIONALISM CREDIBILITY AND C
ITH A CONCOMITANT GROWTH IN THEIR POTENTIZ
CEUEVAAN’d BREEND EQUITY

«A"“> AmeIEdTE ETIONAL INVESTOR BASE WHICH IS INCREASIN
S~ Jei’ g‘z TER INFORMATION AND BOTH WILLING AND ABLE TC

. PONSIBLE )NVESTMENT TRILLION AND THE #ARB(
>""Ecel .. HMREINGERS OF THE NEW IMPERATIVES FOR THOSE WH

T > } | esillKEN COLLECTIVELY THESE MEGATRENDS ARE DRIVINC
> AAi] A] %IﬁihAVEg?EADY BEGUN TO TRANSFORM THE VERY B

VESTO INY INVESTOR MYOPIC OR COMPLACEN
[...> ELDCEM|>ET| IZE ENVIRONMENT DOES SO AT HIS HER PERIL

V>V|CEA YNBEED THERE IS NOW A COMPELLING BODY OF BOTH
pA" VgQPEHSTlc:ATED RETURNS ORIENTED ANALYSIS OF %3
ED ENHANCE INVESTOR RETURNS AND OR REDUCE ¥
°> L(EOA]PE%TAVELY OBVIOUS A DECADE OR MORE AGO 'OING F
i0i"Ew >T"H€i BEST ABLE TO COMBINE FUNDAMENTAL QUANTIT.
SO ES OF ALPHA OUT PERFORMANCE )NVESTORS O

V>« |>e%NDUR INTELLECTUAL CHAINS

Sustainable corporate performance
Anthony Ling, Managing Director and

Sarah Forrest, Executive Director, Goldman Sachs
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TH *UNE IS A DATE ETCHED IN OUR MEMORIES

CONSIDERABLE TIME INTHONY ,ING WAS FORTUNAT
INITIATIVE ON BEHALF OF THE INANCE INDUSTRY AT TH
NERVOUSLY MADE HIS WAY TO THE LECTERN IN THE 5.
HE THOUGHT INTHONY WAS ABOUT TO MAKE HISTORY

1UITE A MOMENT INTHONY HIGHLIGHTED THAT THE #%/S
INCORPORATING %3' MEASURES INTO THE INVESTMENT |
TO HAVE OUR PROGRESS MEASURED 7ELL WE ARE DELI
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A TREMENDOUS AMOUNT HAS BEEN ACHIEVED SINCE TH
AND BOUNDS OVER THE LAST THREE YEARS WM IS ALM

)N WE RESPONDED TO AN INVITATION FROM A GROUF
7ORKING 'ROUP !-7" OF 5.%0 &) TO IDENTIFY ENVIRONM
FOR COMPANY COMPETITIVENESS IN THE GLOBAL ENERC(
THEIR POTENTIAL IMPACT ON STOCK PRICES 7E HAVE
FRAMEWORK FOR HELPING TO IDENTIFY SUSTAINABLE A
TO WORK FROM IRST PRABCEPAED DB BEAOTLDVE RIWCANIRE C

)N OUR VIEW COMPANIES ARE OPERATING IN A MORE F
PREVIOUSLY 'LOBALIZATION AND A CHANGED POLITICAL
IN POPULATIONS URBANIZATION RESOURCE UTILIZATIC
ATTITUDES 4HE EVOLUTION OF COMMUNICATIONS NETYV
THAN EVER BEFORE AND IN CONJUNCTION WITH THE R
TRANSPARENT ENVIRONMENT THAN PREVIOUSLY

-ORE CAPITAL IS NOW FOCUSED ON SUSTAINABLE BUS
LEADERS AND NEW ENTRANTS IN A WAY THAT COULD SC
4HE MORE GLOBALLY ORIENTED RESOURCE AND INANCIA
LOOKED IN THE S WITH UP TO OF THE TOP ENE

e A EV SNOW SQMING FROM "2)#S COUNTRIES

AAEN(E U ~EW INDUSTRIES HAVE EMERGED SPECIICALLY TO TARGE
~ o~ HE PAC.E OF CHANGE IS INCREASING WE BELIEVE THA"
veeVOAI

AN(E\/\FEVE VALUATION OF COMPANIES ISN T CHANGING
AOAI|>""PHEREFARE FAR GREATER VALUATION CORRELATIONS BE
LOAA~iA§\EWTH FOR MATURE INDUSTRIES /N AVERAGE COMPA
R.GROUP FOR ABOUT A YEAR COMPARED WITH LONG
e I°AE3FHA1ETHE MARKET SHOULD IND IT EASIER TO ASCRIBE V
i iE“sA ~“BEEN ABLE TO GENERATE IRST QUARTILE RETURN
MNE REGRESSION LINE SUGGESTED BY RETURN SPRI
AEAI U >5AJSTA|}NEBLE COMPETITIVE ADVANTAGE AS EXPRESSED

i> I AAEUR PEOPRIETARY %3' FRAMEWORK REMECTS THE FACT
~TUEi~ |Agl &gg%m: THE ECONOMY IN GENERAL THEIR INDUSTR
- SOME LSSUES THAT SURROUND THEM IN RESPECT

E>EU>|:|3EE|J3NE? rE BE COMPREHENSIVE NOR IS IT DESIGNED

e E RAPP ;ang)Tm BASED ON A CONSISTENT APPROAC
VCES £ NI,C}-P‘?,‘\%L EEADJUSTED BY INDUSTRY AS APPROPRIAT
>
AI lr CORPORATES CORPORATE GOVERNANCE SOCIAL I.
«Ai’ V|IV\EDER STAKEHOLDERS AND ENVIRONMENTAL MANAGEM
i0i~ E£XEBFi ;ﬁg‘ NAGEMENT QUALITY OF COMPANIES RELATIV
- NTO ABILITY TO SUCCEED ON A SUSTAINABLE BA
>1}oe 'LOBAL #OMPACT COVERING HUMAN RIGHTS LABOUR ST

OUR %3' FRAMEWORK TO THE EXTENT POSSIBLE IN EVE
ISSUES IS CRUCIAL

'3 3534!). FOCUS LIST MEMBERS HAVE TO SCORE WELL C
POSITIONING 4HIS MUST THEN TRANSLATE INTO IMPRO'

)T IS PRECISELY BECAUSE WE ARE MAKING INVESTMEN
THAT WE WILL DIFFERENTIATE OURSELVES AND CREATE
INANCIAL INSTITUTION AND YES WE ARE A 53 IRM 7E
INISHED ARTICLE AND THAT OTHERS HAVE RESPONDED
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THAT OTHERS WILL COME ALONG AND DO THE SAME )N
INDUSTRY CAN DO MOST TO ADVANCE CORPORATE CITI
%3'" ISSUES WILL KILL THEM 4HEY MUST BE EMBRACED
A REAL AND LASTING DIFFERENCE

&OR THOSE WHO ARE FRUSTRATED AT THE RATE OF PRC
ARE LIKE AN INCOMING TIDE AND OUR HIGH WATER MAF
THE LAUNCH OF h7HO #ARES 7INSv WAS hTHE END OF T
THE 'LOBAL #OMPACT IN THE LAST SEVEN YEARS 7ITHIN
AND ESPECIALLY INDIVIDUALLY MUST ENSURE THAT TH
REALLY WILL HAVE COME IN

E

Is RI/SI changing the way capital markets work?
Raj Thamotheram, Director of Responsible Investment, Axa Investments

~

,>:E~/...>“qei...iA?“A]Eoe”iEQeAvE‘INAEA 1E"P” VE TET
“TUiAl“i"lIEwis ]JEEcevViAAE .."AEU"IUAEV A E Yl iE T
er”iAE>"‘E”UiAI“i"IE“>”>}|A°

U mE A +|SSINGER ASKED #HOU WHAT HE THOUGHT ABOUT T
LED ?% IS TOO SOON TO TELLV

>
VAOAIA H I'I:'H/;.lr AVEAT HERE ARE SOME PERSONAL OPINIO}
1...iEA> |TEL(§ESVDES n ASSET OWNER AND INVESTMENT MANAGER

«Ace}AlAAAELSPHEPPENING TODAY GREATLY EXCEEDS WHAT ) T
i iEw" |~sv\| GLOBAL ACCEPTANCE THAT CORPORATE GOVERN
Lo + AT LEAST MANY INVESTMENT PROFESSIONALS NOW
OAIAQ&HH [ERE COLLABORATIVE INITIATIVES THAT CHALLE]
DEL G THE 02) THE -ARATHON #LUB /THER INITI

AO}}IAl E}\/(l/p j:EETHE %NHANCED INALYTICS )NITIATIVE 4HES
Ui E>AIE|!0|ZM [k POSITIVE FEEDBACK LOOP SO SYSTEM TRANSFC

> E V(E/“A~F}5530N WHY CHANGE HAS BEEN FASTER THAN EXPI

e AEI. ?AHiEEI (ENRY +ISSINGER MET WITH #HOU %N LAl -AO

i %\/@ IAL SECTOR IS ACTIVELY RECRUITING STAFF
iCH'ARE QUITE DIFFERENT FROM AND COMPLEMENTA
} Uyr A AECcTOR NOT KNOWN FOR EMBRACING DIVERSITY
AZEZ BEI&‘\%AL FOR SUSTAINED SUPERIOR INVESTMENT PERF
1A=V E EMENT
}III (OWEVER PROGRESS VARIES NOTICEABLY AMONG MARK
1. IA MARKET THE 53! )N THE SAME WAY THAT THE 53 BUSII

LATE TO ACCEPT THE SCIENCE OF CLIMATE CHANGE LE’
FOR DOING SOMETHING THAT REmMECTS THE SERIOUSNE
53 ASSET OWNERS AND THE 'MERICAN INVESTMENT IND!

"IVEN THE SLOW AND ICKLE NATURE OF CONSUMER TREN
HAVE TO DO THE RIGHT THING ESPECIALLY WHEN THE'
COSTS WE SHOULDN T BE SURPRISED IF THE ' TYPE O
GOOD BUT WHERE S THE BEEF n BECOMES THE NORM

"UT RUNNING THE EARTH AS IF IT WAS A BUSINESS IN |
hPREDICTABLE SURPRISESv 4HESE INCLUDE SERIOUS (
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BACKLASHES AGAINST GROWING WEALTH DIFFERENTIAL
2) 3) SPECIALISTS HAVE DEVELOPED CONSIDERABLE EXP
FOR MAINSTREAM INVESTMENT PROFESSIONALS 4HIS W
ASSUMING WE CAN BUILD ON OUR STRENGTHS AND DEIN
THAT BUSINESS MODEL CHANGE WITHIN THIS SECTOR 1|¢

&OR EXAMPLE THE 2) 3) SECTOR IS TODAY OVERLY F{
ON %5 53 LARGE CAP COMPANIES #ONTRAST THIS WITH
EQUITY REAL ESTATE AND STRUCTURED PRODUCTS IT

THAT OF ALL 2) 3) FUNDS ONLY IS FOCUSED ON EM|
INDUSTRY HAS OF ITS ASSETS IN !SIA ALONE 4HERE /

/ |A|EAAR§T MOVER ADVANTAGE FOR ASSET OWNERS AND FUN!/
FOR THAS TO HAPPEN

E
U } CENOTJ=|ER CHANGE RELATES TO THE CURRENT FOCUS ON
>VVi«l >AVdIE NEGATIVE ALPHA 4HIS IS EASY TO SAY BUT DIFI

| >|E IS WHETHER FUND MANAGERS WHO TALK ABOUT DOING
MANAGEMENT PROCESSES IN A MEANINGFUL MANNER LI
VoeA«oeA>I

THL WASN T A HARD ENOUGH CHALLENGE FOR hTODA
}CEUIA >BévH\E4H|s WILL BE DRIVEN BY WELL INFORMED AND H
AE> £ THEIR MORE SOPHISTICATED UNDERSTANDING OF RISK
DOWN THE VALUE CHAIN FROM THEIR END BENEICIARIE.
“ATAiI#HAE WILL DO MORE TO DRIVE MAINSTREAMING THAN Al

“’UIAl“i “dMEONE ASKED ME TODAY WHETHER ) WAS AN OPTIMI
Ve " VIAYsSAID ) WAS HOPEFUL

2AJ 4AHAMOTHERAM
$IRECTOR 2ESPONSIBLE )NVESTMENT
E

The role of financial institutions and sustainability
Luiz Maia, Partner, Rio Bravo Investments
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JNITIAL OBSERVATIONS

HE WORLD IS CHANGING AT A FAST PACE 2EGARDING
REATION OF NEW CRITERIA TO MEASURE PERFORMAN
TOOL BLENDS INANCIAL SOCIAL AND ENVIRONMENTAL C
A CLASH BETWEEN MODELS AND BUSINESS STRATEGIES
LEADS THEM TO CREATE A WRONG VISION REGARDING T
POLICIES 4HIS PROCESS HAS NOTHING TO DO WITH COS
WITH EXTRA VALUE ALPHA GENERATION IN THE INANCI/

4HE GLOBALIZATION PHENOMENON IS CREATING MORE W
ALL KINDS POTENTIALLY DAMAGING THE STANDARD OF L

4HE MISSION THAT INANCIAL MARKET PLAYERS MUST T/
PROMOTES SUSTAINABLY DRAVEMN PAKIHEBNEDAERRS THE BEN
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&ACTS TO BE TAKEN INTO CONSIDERATION

BUSTAINABILITY IS STILLIN ITS INFANCY AS FAR AS THE
OF THE CAPITALISM MODEL IS GENERATING MORE WEAL
AMONG MARKETS ,IQUIDITY IS STARTING TO FACE SOME
COUNTRIES TERRORISM BAD INCOME DISTRIBUTION AN
'LL THAT IS FORCING INANCIERS TO SEE THEIR BUSINE:?
ENVIRONMENTAL DEMANDS

'LOBAL WARMING IS AFFECTING RICH AND POOR COUNTR!
IMPAIR THE DEVELOPMENT OF ALL HUMANKIND )T IS NO

4HAT SAID WHAT ARE THE IDUCIARY DUTIES OF INSTIT
(.7) REGARDING THOSE FACTS 4HE ANSWER LEADS TO E
PLAN TO CONSTRUCT A BETTER SOCIETY BASED ON SOC
LONGEVITY

BUSTAINABLE GEARED INVESTMENTS

)T IS NEITHER A MYTH NOR CHARITY )T IS A PROCESS TI
SOCIAL ENVIRONMENTAL AND INANCIAL RESULTS )T
COMPARED TO OTHER INVESTMENTS REDUCING RISKS T
NEW APPROACH CREATES CAPABILITIES AND QUALIICAT
4HE ROLE OF INANCIAL INSTITUTIONS AS A RESULT IS
RETURNS FOR ALL STAKEHOLDERS n DOING WELL AND F

|EA@8UE1(EINAEBLE PRIVATE EQUITY VENTURE CAPITAL AND H
BAVAR >ocE)K|NG AT THE INANCIAL MARKETS ECOSYSTEM WE C

~~ i iO] O%E AATE%T CL;&)TECERN ME THE MOST AT THE PRESENT MC
F i VENTURE CAPITAL AND HEDGE FUNDS
EA AO-AI =REMEH GHESE VEHICLES CAN TODAY INMUENCE MA
~K A :A~¥V§+EE ASSOCIATED WITH SUSTAINABILITY DRIVEN POLIC
NG THE PACE TOWARDS A REMODELED INANCIAL |

1.."AE"~ IULE,TURE GENERATING ADDITIONAL VALUE

VO°|OAiEIUY..CANiAESO ENGAGE OTHER STAKEHOLDERS IN THE
}i~iA>‘IA~§ INESS COMMUNITIES 4HE SUPPORT TO ENTREPRENE
REALITY THAT THEY WILL FACE WHILE MANAGING G

AiTOAAEVeAE>««E
Ai>7i. . AGEMMASEAND OPPORTUNITIES

E\ A~}E§Q’\F CIAL INVESTMENTS DESPITE WHAT MANY PEO
q~ DE VERY IMPORTANT FOR SOME CAUSES 32) SE|
> EV||o PO}V\ERED BY VISIONARY ENTREPRENEURS )T IS A SYMIE

}@@\O )T CREATES INNOVATION AND NEW PROCESSES THAT EN
CLIENTS EMPLOYEES GROUPED BY A COMMON INTERES
DIFFERENT FROM THE ORDINARY PRODUCT SELECTION
SHOW ENGAGEMENT IN A BETTER SOCIETY INSTEAD OF
THAT HUMANITY IS FACING )T IS ALSO AN OPPORTUNITY
KEEPING AN EYE ON OLD MONEY THAT WAS EARNED UNI

E\

WMERGING MARKETS CURRENT SITUATION AND REALITI

' NEW FORCE IS UNDER CONSTRUCTION IN EMERGING EC
AS )NDIA #HINA 2USSIA AND "RAZIL WILL DRIVE THE WC
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WATER CONSUMER GOODS WEALTH ACCUMULATION AN
DEMAND WILL CREATE OPPORTUNITIES TO SEVERAL INA
BORROWERS AND INVESTORS SEARCHING FOR INANCIAI
INANCIAL INSTITUTIONS SUBSTANTIALLY AS THEY ARE N
WITH THE "O0 !S A CONSEQUENCE THEIR ROLE WILL EX|
THAT THEY ARE USED TO )F THEY IGNORE THIS FACT T

Sustainable finance and the market:
Paradigm shift, watershed or tipping point
Paul Watchman, Partner, LeBoeuf, Lamb, Greene & MacRae
*>0eE+°E7>IV..“>7]E*i> E>Ol...ccAEceVEIl...iEe>""">
leeEw OV ">APE OIP]E>"UceV>IiAElI...iE”ii " EveeAELOD
eVEADOAI>"">LeiEW™>"Vi°
/ . 1TELOAYANOAHER AGE -ILTON &RIEDMAN COINED AN ELEGANT
~ ~ R ms-BUALEESSV AHE REPETITIOUS SIMPLICITY OF THIS M
(‘E.VEl_~O~A:_ A'NAD‘ HAL OF BARBARIANS AT THE GATE OERHAPS IT
AlY> A BHDEOLOGIES THAT WERE DEVELOPING IN THE S .EVEI
XX A~ R OMN THE SINGLE BOTTOM LINE &INANCIAL PRO
!—O_AA 'Aé‘afﬁir@ ITElS VIEW OF hBUSINESSvV POLLUTED THE RIC
|  1TE>V \/THE |REIFEVANCE OF ENVIRONMENTAL SOCIAL AND GOVE
lAJAiU EmVSEggIES o USTAINABLE INANCE WHEN ASSESSING CC
Rt LED P HAPS BY ENHANCED INFORMATION RESULT
e }E}oeﬁc@ OBSERVE A SEA CHANGE IN CORPORATE BEHAVIOU
XX A~ R THE ACCEPTED VIEW OF WHAT DOING GOOD BUSINE
LOA""iAAE

A~U e e UI@IEHE §A£SNI§WAY THAT THE DISCOVERY OF GRAVITY AN
I'S'SU ND CLIMATE CHANGE HAVE REVOLUTIONISI

A>""\>edfBFEITUTIONS CONDUCT THEIR ACTIVITIES AND INTERA

Se]iAj° REACTION HAS BEEN THE 5NITED .ATIONS AND IN PAR]
DESCRIBED ALTERNATIVELY AS A hPARADIGM SHIFTv A
SUCH NOMENCLATURES ARE APPROPRIATE

4HE 5. AND 5.%0 &) HAVE INTRODUCED SUSTAINABLE IN
)N DOING SO THEY HAVE NOT BEEN ALONE &OR EXAM
RE FORGED BY COMMERCIAL BANKS ACTING JOINTLY WI
FORCED TO RECONIGURE ITS PRODUCTS IN UNEXPECTE
&) HAS ACTED AS A SAFE HARBOUR FOR PURSUING INIT
BOTTOM LINE INTO A TRIPLE BOTTOM LINE

4HOUGH THE % QUATOR ORINCIPLES TOGETHER WITH OT
THE 5. $SRAFT .ORMS AND THE /%#%$ '"UIDELINES FOR -UL
FACTORS IN SHAPING THE TRIPLE BOTTOM LINE IT IS TH
02) TO WHICH DIRECT TESTIMONY CAN BE GIVEN 4HE
CARRIED OUT BY A LARGE TEAM OF INANCIAL INSTITUT
LAWYERS THROUGHOUT THE WORLD 4HEY ARE LIKE TF
REVOLUTIONARY IN THAT PRIVATE BODIES HAVE DEVE
hSUSTAINABLE DEVELOPMENT LAWv 4HE 02) REQUIRE T
TRUSTEES AND ASSET MANAGERS INVESTORS ABIDE BY
INTO | THE INVESTMENT ANALYSIS AND DECISION MAK
PRACTICES 4HE FACT THAT 02) MEMBERSHIP NOW NUME
FOR 53% TRILLION UNDERPINS THE STRENGTH OF COMNM

AN
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,IKE LOVE 5.%0 &) AND CLIMATE CHANGE HAVE TOGETH
VISION TO SEE THAT COMPANIES AND INANCIAL INSTITL
JN FACT PROGRESS HAS BEEN RAPID )NTERNATIONAL
TO THE PROBLEMS OF FUNDING INOCULATIONS IN DEVEL
INVESTING IN GREEN TECHNOLOGY AND DIVESTING THE
HUMAN RIGHTS LABOUR RELATIONS AND ENVIRONMENT
OF ++2 THE ORIGINAL BARBARIAN AT THE GATE ++2
COMPANY AGREED TO A PACKAGE OF MEASURES ENDOF
ENVIRONMENTAL EFFECTS OF THE PROPOSED TRANSAC
MESSAGE THAT hTHE BUSINESS OF BUSINESS IS BUSINE
THE VALUES OF SUSTAINABLE INANCE

7HO SHOULD GET THE CREDIT FOR SUCH A $AMASCENE
THE 5.
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Materiality
Julie Gorte, Senior Vice President, Sustainable Investing, Pax World Funds
O-:iE oeA‘IiEfonAe“og‘liAE:I Aéi\ Ulé‘EoevE - E>ii|:i“0|~
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~ A iﬁg TORS HAVE LONG ACQUAINTANCE WITH THE INAN
er

STERS 4HESE DATE BACK TO THE ASBESTOS LIAI
. RECENTLY INVESTORS SUFFERED WHEN MAJOR A
‘I‘I ~ "Cél\iIIEETQ LIGHT IN COMPANIES LIKE %NRON 7ORLD#OM

@tl ERMORE INVESTORS EVERYWHERE ARE BEGINNI
! IM TE CHANGE ON PORTFOLIO PERFORMANCE ACROS
EI LOR®TE&ECOL AND THE ADVENT OF THE %UROPEAN 5NION
> Ali A\z’%% é\I\PECARBON DIOXIDE #/ AND OTHER GREENHO!
-7 S| EDUCTIONS HAVE VALUE IN MOST OF THE M/
|i"E~ eNNDUNCED PROGRAMMES TO GO h"EYOND OETROLE UMh
A«A” él?g\(GJRAMME AND '% UNVEILED ITS %COMAGINATION IN
UNDERSTOOD THE NEW OPPORTUNITIES CREATED

/N THE RISK SIDE THERE HAS BEEN A NEARLY THREEFC
HURRICANES IN THE PAST TWO DECADES ATTRIBUTABL
AND PROPERTY LOSSES SOARED INTO HUNDREDS OF BIL

DESTRUCTIVE TYPHOON $AMREY THAT STRUCK SOUTH #H
THE 'ULF #OAST OF THE 53!

30CIAL FACTORS TOO ARE GROWING EVER MORE IMPOR
IRM -C+INSEY POINTS OUT

h)NCREASINGLY A COMPANY S SOURCES OF LONG TER
RELATIONSHIPS ARE AFFECTED BY A RISING TIDE OF E:
ROLE OF BUSINESS 4WO FORCES ARE COLLIDING AN EI
ARE UPENDING THE LIVES OF PEOPLE COMMUNITIES A
STAKEHOLDERS WIELDING WIDE INmMUENCE v

JNVESTORS WHO PAY ATTENTION TO %3' ISSUES KNOW °
PLAGUES MARKETS MORE THAN UNCERTAINTY AND IMPE
OF INANCE IS THE RELENTLESS PURSUIT OF BETTER IN
ANTICIPATION MEANS FEWER SURPRISES THE BBTE NO
BEEN FOUND THAT LOOKING AT CORPORATE ENVIRONME
MEASURE OF ADVANCE NOTICE OF WELL MANAGED OR E
-OREOVER LOOKING UNDER THESE LAMP POSTS IS OFTE
ARE SKATING ON THIN INANCIAL ICE OFTEN HAVE SMAL
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INANCIAL STATEMENTS DESIGNED TO LULL INVESTORS
HAVE n OR EVEN CAN HAVE n SIMILAR POWER OVER THE
ARE SELDOM IN SOLE CONTROL OF SUCH INFORMATION

7TELL MANAGED COMPANIES GENERALLY DO NOT ABUSE
THEIR SUPPLIERS OR THEIR COMMUNITIES 3EEKING GC
AS LOOKING AT MORE FAMILIAR INANCIAL FACTORS CA
QUALITY OF MANAGEMENT AND CORPORATE GOVERNAN
SURPRISES n THE THING INVESTORS DISLIKE THE MOST
TO DAY MANAGEMENT OF ENVIRONMENTAL SOCIAL AN|]
SIMPLY ATTENTIVENESS THOSE WHO BELIEVE THAT %3
MUCH MORE LIKELY TO BE PREPARED FOR THE EVENTS
E

Biodiversity
Annelisa Grigg, Director of Corporate Affairs, Fauna & Flora International
"ie"A>E A"}}EcevE >O0">E>""E «oAEE TTIRAS>I1"0d Bw B
TA>~ AV(‘EA“AN}EI JAEU>PE""UiAlce AAEV>"E>AAIAAEL e’
l...ibE""UIiAIE"""
1M IODIVERSITY n PLANTS ANIMALS AND THE INTERAC]T
A ) \" ES THAT IT GIVES RISE TO UNDERPINS OUR E(
CE UIA}:A E\flb AND MEDICINE AND THE MAINTENANCE OF ST
AE> E EXISTENCE OF SIGNIICANT AREAS OF UNSPOILT NATUR,
O >VV@Q (Lg ERVE BIODIVERSITY AND LOSING THESE ECOS)
E TIRETY )T IS CLEAR HOWEVER FROM THE 3TE
VCEAEA ATZ)EAGE OF GREENHOUSE GASES AND THE DESTRUCTI
U"‘I ‘MPﬁ(E’ ON GLOBAL '$0 THROUGH ITS CONTRIBUTION TO

W VA >, WING SCARCITY OF NATURAL RESOURCES INCREAS|
- NCERN ABOUT THE RESULTING LOSS OF BIODIVERSITY
>AZ||A]A5VAIEI’AGE TO COMPANIES 4HIS IS INCREASINGLY BEIN
“&V _  _Ejc &NEAMES IN WHICH THEY INVEST !SSET MANAGERS &
_ VERSITY AS ONE OF THE ISSUES THAT CAN CONTRI
A>“IEU >¢30|E|PANY AHEY LINK THIS RISK TO LICENCE TO OPERAT
S~ AEV e “QRERATIONAL COSTS BUT RECOGNISE THAT STRONG M/
" _TMPATTS CAN ALSO CONFER COMPETITIVE ADVANTAGE (
V..>"}IEdA?IAJNMENTAL PERFORMANCE ARE SCARCE DESPITE /

£aE »] | >A$«EK§} ND CORPORATE RESPONSIBILITY WITHIN COMI
ISK W IN THE INANCIAL MARKETS IN MUCH THE SAMI

3INCE 5+ BASED INVESTOR )NSIGHT )NVESTMENT H

JNTERNATIONAL &&) AND THE $UTCH NETWORK OF SO

THE BIODIVERSITY MANAGEMENT PRACTICES OF

OIL AND GAS AND UTILITIES SECTORS $RAWN FROM TH

APPLIED A BENCHMARKING METHODOLOGY WHICH EXAMI
GOVERNANCE POLICY AND STRATEGY MANAGEM|

ASSURANCE AND REPORTING

4HEY FOUND THAT LEVELS OF ACTIVITY VARIED CONSIDE
DIFICULT TO TELL FROM PUBLIC DISCLOSURES ALONE Tl
IMPACTS ON BIODIVERSITY AND HAD SYSTEMS IN PLAC
IMPACTS ON IT ,EADING COMPANIES SHOWED SIMILAR ¢
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B AN ABILITY TO DEMONSTRATE AN UNDERSTANDING OF T
BUSINESS RISK

B COMMUNICATION OF AN UNAMBIGUOUS STATEMENT THA
COuLD BE USED TO DRIVE PROGRESS

B ELABORATION OF MANAGEMENT TOOLS AND PROCESSES
THE COMPANIES COULD DELIVER UPON THEIR POLICY C

B DEVELOPMENT OF PARTNERSHIPS WITH ENVIRONMENTAL
THE ISSUE ACCESSING LOCAL INFORMATION AND EXPEI

4HE RANGE OF ACTIVITIES WITHIN SECTORS WAS SIGNII
THE LINK BETWEEN BIODIVERSITY RISKS AND POTENTIA

4WO YEARS ON THE TOOL HAS BEEN ENDORSED BY A R
COMPANIES AND .'/S n AS AN EFFECTIVE TOOL FOR EVAL
CHANGED BUSINESS BEHAVIOUR )T REMAINS THE ONLY

RISK THAT IS IN EXISTENCE 5.%0 &) AND &&) ARE SEEK
INANCIAL INSTITUTIONS .'/S AND BUSINESS SCHOOLS

ASSESS BIODIVERSITY RISKS WITHIN THE FOOD AND DI
PROJECT AIMED AT RAISING AWARENESS OF THE LINKS
INANCE SECTOR

E

A low carbon society
Takejiro Sueyoshi, UNEP FI Special Advisor in the Asia Pacific region
I>Zi+"AceE-OibpeA.."|Ec@™}I"“iEVOT E“>">}iAE>""E U
yv”>iViEAiVIAoeAAEAoe-iIAE”E:AAU”‘}EAI...iEID«iEoeoneUi/
|...iE}ecL>EV..>¢¢i"}iECRVEV"“>1lIEV..>7}i°
I T THE MEETING IN (EILIGENDAMM ' LEADERS AGREEL
« REDUCTION IN GLOBAL GREENHOUSE GAS EMISSIONS

ENSURE MORE TALKING ABOUT CLIMATE CHANGE RATHE
WILL BE REMEMBERED AS A TURNING POINT IN THE HIST

(E°°>L(E)A2)|¥D@~Eo GAIN A VICTORY OVER GLOBAL WARMING
>“;p " }E EONTRIBUTION 7HAT RESPONSIBILITY SHOULD THE INAN
MISSLONS .EEDLESS TO SAY THE INANCIAL SECTOR S

U>A i1 P E6RFERATIONS CIVIL ORGANIZATIONS AND INDIVIDUAL
INVESTORS A IGHT AGAINST THE ST

>VICEAAA$ ?’L '%'24@% ORDS THE INANCIAL SECTOR S MOST
lee E" }FN'FlIﬂSTRUCTURE IS TO KEEP A mOW OF MONEY GOING

Ve “>TIEVs.TIME }GIOEE BY THE SERIOUSNESS OF CLIMATE CHAN
7  eEV "N MORE DIFICULT TO SOLVE 4HERE IS NO SINGLE AC
; IR QWN #OLLABORATION AMONG A VARIETY OF ACT«
eA}>" abEd;ANIzE THE COLLABORATION -Y ANSWER IS THE INA]
VCE°°>L(ﬁV’ﬂ£ AQQLSWF%ML ACTORS CAN WORK TOGETHER TO RE
_INANZIAL SECTOR CAN PROVIDE A FRAMEWORK WH
PE>"AUAATMRA EROM DIFFERENT AREAS 4HE MORE SERIOUS A
I iEw”™>TNATSTHE INANCE SECTOR TAKE MORE RESPONSIBILITY
. NEED TO LISTEN TO THE VOICES IN THE COMMUNITY AN
AIVICEA BEING SOCIALLY RESPONSIBLE MEANS FOR THE INANCE
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)T IS A VERY ENCOURAGING THAT THE ORINCIPLES FOR
OVER THE WORLD -Y DREAM IS THAT A DAY COMES SOO

INVESTOR WILL BE APPLYING THE 02) PRINCIPLES ON A
PROCESS
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N

*IAA«iVI"UIAE"E""UIiAT“i"]

E“cAIEAI""@AEiIYiIVOI"UIAEVA©®
o -EAiIA«IVI® Ulob]EonI-”iEU
1. iEL" }HATETTAITIO1" cE"C
i iPEA>Vi}O>A" °E/ |EU iU,
vAce* Eoe iEeVEI..iE- >A}|AIE
V i~" L "IPEve AE - E>««A(E>\
«@“A"LeiE""UiAIl" iE°L>~u(~)ii>>°

Information for integration

Sérgio Rosa, President, PREVI

-jA} e E,eA>EceVvE*, 6 JEI...|
|

A} ®E eA>EcevE®, 6 |E]..iE«] 0"
""UiAlee AAEI=ETTiI}A>II E-

VE >Vt
"l e " e

“"A"e"EvO T Ece
- AA~ AE El..i"AE"
CEO} USTAINABILITY HAS BECOME THE NUMBER ONE ISSUE |
i £ * ] AHE COMPANIES MAINLY THE LISTED ONES AS WELL
'~ .. d AND WHILCH COMPANIES CAN SURVIVE IN THE MARKET V
AI IOI TEATIMEY ARE TAKING STEPS TO MITIGATE ENVIRONME
~~0 IAI(EACN%%'T'ES %VERY COMPANY NEEDS TO ILLUSTRATE TH

o QUITABLE PRACTICES
>AIELI

%EC,H DAY MORE COMPANIES PUBLISH SOCIAL REPORTS |
V ...>e¢¢| ploLlciEs AND AIM TO COMPLY WITH THE BEST CORPOR
=R IUI,F OMETHE SPECIALISTS ANYMORE AND IT HAS BEGUN T¢

_ TIA IVES SUCH AS THE 'LOBAL #OMPACT THE %CUA
Vei>AE™“ ||2) #ARBON $ISCLOSURE OROJECT #$0 AND THE

C@EI INCREASINGLY WELL KNOWN AND WIDE

ASIT Ci} 'éﬁé% AND INVESTORS ALIKE
'} }|1:'|TUT|0NAL|NVESTORS IN TURN ARE EVEN MORE A
U A~ -ItNVEST A4HROUGH THE 02) INSTITUTIONAL INVESTORS A
|>,] £ FOR INTEGRATING ENVIRONMENTAL SOCIAL AND GOVEF

A V- MAKING PRACTICES

> e >
e EA)NVIR NMENTAL SOCIAL AND GOVERNANCE ISSUES AR

}(EU|A >NOM EBHERE IS NO DOUBT THAT 5.%0 &) INITIATIVES HA
~RA i/ ESSEES BRINGING COMPANIES TOGETHER AND SETTING

I i"AE ZE SBQULD APPLAUD OUR EFFORTS TO DATE BUT RECOC
e DN FOR INSTANCE HOW IMPORTANT IT IS TO COMPARE THE
UIAI"1"HUnDps AND HOW SUCH COMPARISON CAN BE A POWERFU
iV oA (E"oi INANCIAL AND CORPORATE INSTITUTIONS /N THE OT
) o SOCIAL AND ENVIRONMENTAL RESPONSIBILITY OF Sl
>7 }E MEASURE WHETHER A GOOD COMMUNICATION STRATEG
«A>Vi® foE\ACTlON REGARDING ENVIRONMENTAL SOCIAL AND G
AT COMPANY OR INVESTOR S SIZE AND IMPACT

INYWAY THE WORLD HAS WOKEN UP TO %3' ISSUES ANI
ARE HELPING COORDINATE AND INTEGRATE EFFORTS TC

,_,\

~
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The role of good corporate governance
in achieving improved long-term performance
Fred Buenrostro, CEO, CalPERS

EA«iiv..E'i«"UIAI’E""E >PEO44CELPE Ai'E Oi"AceAl
«i"A" e Evo~‘E>~‘E”A| 101" >«E""UiAleAE iV A "t
>E°.. " T »E“>} V>eE““iI"ITEVRAEI...IiEi"U A ™ i"I>«EV

i>AE U E TEV>«IOAICEL EAA i"ViEevE..eUE®«i”
"0iAEAe O™ EAIIOAMEACEN Ei L VG Ei i

R NATURAL TREASURES AS THIS BEAUTIFUL COUN
R ON RECORD n BAD NEWS FOR RESORT OPERAT
#ALIFORNIA ) SPEND MANY OF MY WEEKENDS SKIING ON
EXPERIENCING THE SAME WARMING TREND 4HE AREA W
WEEKS EARLY THIS SPRING 4HAT S EARLIER THAN ANY
SUMMER RECREATION AND WONDERING IF THE RIVERS \

30 WHAT DOES THE WEATHER HAVE TO DO WITH MY SUE

IS A MAJOR INVESTOR WE RE SEEING THAT CLIMATE CH
JN FACT OUR INVESTMENT OFICERS THINK THAT n PART
DEALING WITH BIG OIL AND ENERGY ISSUES FOR AT LEA
BIG MARKET SHIFT IN THE GLOBAL ECONOMY BROUGHT (
OF ENERGY RELATED COMMODITY PRICING

JNSTITUTIONAL INVESTORS ARE TRYING TO DIGEST TH
OPPORTUNITIES 'S WE DO THAT IT S A MATTER OF FOL
IDENTIFY NEW SPOTS WHERE CAPITAL IS NEEDED AND |

)JPLEASED TO BE HERE WITH YOU IN 3WITZERLAND
WINTE

2ESPONDING TO A CHANGING ENVIRONMENT

40DAY ) WANT TO SHARE HOW WE RE INVESTING IN RESH
HOW WE RE TRYING TO IMPROVE THE CORPORATE REPOI
CALLING FOR GOVERNMENT ACTION

4HE WORLD THAT WE SEE AHEAD IS VERY LIKELY TO BE
MIRROR ,0O0KING BACK YEARS THE PENSION FUND 1
YEARS "UT WE WOULDN T HAVE COME THIS FAR BIL
LOOKING AHEAD

JNVESTORS WHO RELY ON A REAR VIEW MIRROR TO CONM
THE LAST WAR 4HEY RE LIKE THE 'MERICAN RAILROADS
RAILROADS WHEN THEY SHOULD HAVE BEEN THINKING T

40DAY ) M PLEASED TO REPORT THAT MANY COMPANIES
CONSTRAINED WORLD )N RECENT MONTHS WE HAVE BE
EFFORTS TO BECOME BROAD BASED ENERGY COMPANIE:
)T S INTERESTING TO HEAR WHAT THEY RE PLANNING T
FROM RECENT OPERATIONS AND THE RISING PRICE OF F
THEIR RADAR SCREENS IN A BIG WAY /NE OIL COMPAN)

YEARS TO EXPLORE EIGHT DIFFERENT AREAS OF REN
n BUT TO GENERATE PROIT
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)S ENVIRONMENTAL INVESTING PROITABLE

7TELL MANY COMPANIES ARE BETTING BIG DOLLARS TH/
THINK THERE S MONEY TO BE MADE IN ENVIRONMENTA
n SUSTAINING THE ABILITY TO GENERATE INVESTMENT RI
STEWARDSHIP )T GOES LIKE THIS

m !S AN INVESTOR WE NEED TO SECURE LONG TERM RETL
MOWING TO OUR MEMBERS

m "UT WE CAN T SECURE LONG TERM INVESTMENT RETURI
m IND WE CAN T SUSTAIN A HEALTHY ECONOMY IF THE NAT

THE ROAD
"OAE ... A4.H\AES WHY WE RE INVESTING HUNDREDS OF MILLIONS
NUiA‘l“iNWﬁ\IY WE RE PUSHING COMPANIES TO FULLY REPORT CAF
G TERM IND THAT S WHY WE RE URGING GOVERNME

"VWVIAETO PROTECT THE ENVIRONMENT 7ITHOUT SUCH EFFORT
Li.AiUiAEHE BRANCH THAT WE RE SITTING ON

&IRST T ME SAY THAT WE RE NOT ALONE IN THINKIN
>LeOlE MARKé/LEE4HE &INANCIAL 4IMES RECENTLY QUOTED 20Y
e VEVoe Axsoe Ar>)NVESTMENT (E SAID AND ) QUOTE

«AoewlAEotPANIES THAT FAIL TO MANAGE THEIR ENVIRONMEN
RQBWST ETHICAL POLICIES AND GOVERNANCE PRACTICE
anaEUORD MAGE TO THEIR REPUTATION v

YfE“iEV_A(E%E A CASE IN POINT
UITAI*“ITIE

A~Ei~iA}B/E|'ER AND CLIMATE CHANGE

S E~s dr EEKS AGO OUR INVESTMENT STAFF MET FOR A F
O'F1C WAS MOST UNUSUAL IT WAS ABOUT THEIR ENVIF
AiAceOASnE THIS WAS THE IRST TIME THEY HAD EVER MET WI-
“STiA" >.§\EDT SOME IDEA OF HOW BIG THAT ISSUE IS THEY TOLE
ILLION CANS OF SODA EVERY DAY WORLDWIDE 4HAT
OR MILLION LITERS OF WATER 4HAT S ONLY WATER |
UNCOUNTED MILLIONS OF GALLONS OF WATER NEEDED 1
BEET SUGAR 4HE ACTUAL WATER THAT THEY PUT IN TH

BEING USED UPSTREAM n WHICH IS HUGE

4HE COMPANY IS CONCERNED ABOUT THE AVAILABILITY
GLOBAL WARMING 30 CLIMATE CHANGE IS A BIG FACTO
STUDYING WORLDWIDE WEATHER PATTERNS AND DROUC(
WHERE WATER IS AVAILABLE 3INCE THEY SEE SHORTAC

JNVESTORS MUST DO THE SAME

/UR ENVIRONMENTAL INVESTMENTS

4HIS YEAR OUR "OARD BEGAN A LONG RANGE ASSESSI
COMING DECADES 4HIS ASSESSMENT IS COMING NOT A
INANCIAL WATERS WE NEED LOTS OF TIME FOR COURSE
LONG TERM INVESTOR WE DON T RUSH TO JUDGMENT B
START SMALL BUT THINK BIG 9ET IT S ALSO TRUE THA"
JNVESTMENT /FICER BELIEVES ABOUT HALF OF CORPOR
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IN ENERGY AND NATURAL RESOURCE MATERIALS

30 TO STAY PROPERLY ON COURSE WE MUST ADAPT TO
RECENTLY OBSERVED AND ) QUOTE

hdHE PROSPECT OF A BARREL OIL FOR THE FORESEE/
CORPORATE MANAGERS POWERFULLY ON THE GOAL OF
MATERIALS v

-EANWHILE #ALO0O%23 IS ALREADY INVESTING IN ENERGY
POLLUTING

/UR PRIVATE EQUITY PROGRAM HAS COMMITTED MILI

REDUCE EMISSIONS MANUFACTURING PROCESSES THA
N N i~ SSYSTEMS THAT DON T CONTAMINATE AIR WATER AND L
| % AE~ B

AOA«A” 5 FLEEWEST CLEANTECH PARTNER IN THIS PROGRAM H
/L\ S BUILDING MATERIALS FROM THE MINERAL RESIDI
CEVEVCE@AO/bu]yE@SHSTm MAKE CONCRETE BLOCK AND SHEETRO

1 ... .>1EO I/NeTHEROBLIC EQUITY SIDE WE VE EARMARKED MILL
VCE“ «>" ?AA!\E)LIANCE WITH ENVIRONMENTAL GUIDELINES 7E HA)
LAY S 'LOBAL )NVESTORS FUND THAT FOCUSES ON |

SUIEL P}?EILES

V>ALCE E\l THE REAL ESTATE SECTOR THE #AL0%23 "OARD HAS
XT IVE YEARS IN OUR CORE PORTFOLIO WHICH

V(ECE“(A E& ARTMENT PROPERTIES

l.

L E>A?£ERE ALSO MOVING INTO WHAT S CALLED GREEN REAL

VWVO"EEE|F{BYEEFICIENT AND ECOLOGICALLY SOUND THAN CO
LY CREATED (INES #AL0%23 'REEN $EVELOPMEN

oeva|I°l§E§E]“ ( 6 $

UILDINGS
1
| /ZAE>E7\EJ '-?A LEO SUPPORTING GREEN BUILDING INITIATIVES

L~ }E | > e EHAT MEET ,EADERSHIP IN %NERGY %NVIRONMENTAL

A~ B %N$EPROGRAM ORACTICING WHAT WE PREACH WE RE
. = ' "HIGHEST STANDARDS OF CONSERVATION IN MIND 7E IN

“CEAI F e wFolLDp. %s$ CERTIICATION FOR SUSTAINABLE DESIGN

" |IE|I|ldDKIENG AHEAD OUR "OARD IS CONSIDERING A PROPOSE
>~eUE ||§$E|.QJ EINVESTMENTS IN NATURAL RESOURCES COMMO

}A\ ENT TRANSPORTATION AND PORT NETWORKS /
L lEI...

N \Oezé“hEPAE TO DEVELOP A ROAD MAP FOR THIS VENTURE
Ve e |l « ATTS ISEET ILLOCATION 7O0RKSHOP

>Aio 7TELL THAT S AN OVERVIEW OF OUR ENVIRONMENTAL IN"
WE RE TAKING IN OTHER ARENAS TO PRESERVE THE EN’
/[ UR ENVIRONMENTAL STEWARDSHIP

&IRST WE HAVE MADE ENVIRONMENTAL STEWARDSHIP A
4HIS INVOLVES MAKING SURE SHAREOWNERS GET INFOI
CAN MAKE INFORMED DECISIONS

ECOND WE RE A STRONG SUPPORTER OF THE #ARBON
WE RELEASED A JOINT REPORT WITH #AL3423 BASED C
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7E ASKED THEM ABOUT COMMERCIAL RISKS AND OPPOR"
OF GREENHOUSE GAS REGULATION AND THEIR TECHNOL

INALYSTS CALCULATED HOW MUCH ECONOMIC VALUE Tt
FOR THE ENVIRONMENTAL IMPACT OF THEIR CARBON EN

I F COMPANIES ONLY HAD COMPLETE INFORMATION
PROGRAMS AND TARGETS AND EMISSIONS TRADING AG]

30 TAKE A GUESS HOW MANY OF THOSE COMPANIES:S
SUBTRACTING THE COST OF THEIR CARBON FOOTPRINT
ADDED VALUE TO THE ECONOMY

)T S NO SURPRISE OF COURSE THAT UTILITY COMPANI
OFFSET "UTIT S A VERY BIG DEAL INDEED THAT MOST C
ARE 4HIS IS IMPORTANT TO US AS INVESTORS SINCE EI
ABOUT A FOURTH OF %ARTH S TOTAL GREENHOUSE GAS

"ESIDES WORKING WITH THE #ARBON $ISCLOSURE OROJ
IMPROVED DISCLOSURE ON ENVIRONMENTAL ISSUES 4F
TO ALREADY THIS YEAR

4HIS YEAR S PROPOSALS INCLUDE REQUESTS FOR IMPR
THE BUSINESS RISKS AND OPPORTUNITIES OF CLIMATE
THE FEASIBILITY OF DEVELOPING POLICIES THAT WILL

THE RESPONSE TO RISING REGULATORY COMPETITIVE
EFICIENCY REDUCE CARBON AND OTHER GREENHOUSE
RESOURCES

"ESIDES UTILITIES WE RE FOCUSING ON THE AUTO AIR
INDUSTRIES 7E RE ENGAGING COMPANIES TO MEET TH
n WE HELPED LAUNCH THE S5NITED .ATION S ORINCIPLES
OPTIONS FOR NONCOMPLIANT COMPANIES WILL INCLUD
PUBLIC COLLABORATION WITH OTHER SHAREOWNERS

30 HOW ARE THESE EFFORTS WORKING ) M PLEASED T
MESSAGE 4HIS SPRING &ORD -OTORS CREATED A NEW
ENVIRONMENT AND SAFETY ENGINEERING 3USAN #ISCH
THE ACTION QUOTE

h) CLEARLY BELIEVE THE VAST MAJORITY OF DATA INDI
BELIEVE THE CORRELATION AND ANALYSIS THAT IT S M/

"EYOND THE CORPORATE WORLD WE RE ASKING GOVER
CHANGE ' FEW WEEKS AGO WE JOINED SEVERAL INSTIT
TRILLION IN COMBINED ASSETS AS WELL AS ABOUT A D
FEDERAL GOVERNMENT

30 LET ME SAY NOW WHAT ) SAID THEN

h'LOBAL WARMING PRESENTS ENORMOUS RISKS AND OP
"UT THE LACK OF A NATIONAL CLIMATE CHANGE POLICY

h40 TAP 'MERICAN INGENUITYXx TO UNLEASH 'MERICAN P
CHALLENGEx WE NEED THE RIGHT NATIONAL POLICIES

40DAY THE ABSENCE OF A NATIONAL 5 3 POLICY ON CL
THAT UNDERMINES STRATEGIC PLANNING CAPITAL BUD!
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GOVERNMENT TO
ESTABLISH A MANDATORY NATIONAL POLICY ON CLIMAT
STIMULATE DEPLOYMENT OF NEW AND EXISTING TECHN

HAVE FEDERAL REGULATORS THE 3%# PROVIDE GUI
DISCLOSED

#ALIFORNIA STATE ACTION

IS A #ALIFORNIAN ) M PLEASED TO SAY THAT MY STATE
CLIMATE CHANGE .OT ONLY DO OUR PENSION FUNDS CC
BUT OUR STATE GOVERNMENT HAS THE NATION S MOST

LEVELS 4HAT REPRESENTS A PERCENT REDUCTIO
USUAL 4HAT S A SIGNIICANT IMPACT

4HE 3TATE #ALIFORNIA S 'LOBAL 7TARMING 30OLUTIONS !IC
GAS EMISSIONS BY IN THE REGIONAL LEVEL #ALIFC
7TESTERN STATES FOR A CAP AND TRADE SYSTEM FOR E

#ONCLUSION

JN CONCLUSION LET ME SHARE WHAT THE ORINCE OF 7
LAST FALL (E SAID QUOTE

~ -~ . hIDDRESSING THE GROWING LIST OF ENVIRONMENTAL T
AE>E">rE8 W EE A MASSIVE AND COORDINATED RESPONSE FRO

""UITAT 0 MAldTiTicCAL COURAGE GOOD JUDGMENT WELL DESIGNE
Uit AiE AALC ESEENTIAL IF BUSINESS IS TO PRODUCE BENEITS T
A T 0 SI:IIAREHOLDERS v

|

| ...>IEVe *“>
.. . ~(E~SAID TN CONCLUSION
V..>"}EAE
~ .2 Zh)F.THAT WERE DONE THE BENEITS WOULD BE FELT ALI
...>U "} ElRdEsoME OF THE PEOPLE WHO PERHAPS CAN DO MORE

L }E " “«>RPPE v
e~ EV >« 7EbL [HE COULD HAVE BEEN TALKING ABOUT INVESTORS
. s ..~ INVESTORS DO 7E SECURE THE FUTURE 30 LET US SEC
>AZIITACHEALLENGE v
E

The value of sustainability
(Bennett Freeman, Senior Vice President for Social Research and Policy, Calvert)

iAIE i"7illE Aii“>"EcevE ><UiAI]JE>EA®V ">ebEAiA«ce

3

«A>VI*VIE "El. iE1-]EV>++AEV@AELIIIIAE - E >I>EvA
- E>««Ae>V...iAEl..>IE«Ae " OVIEAO«iA"eAEAIIOA~A
1oe UiA"“i"1A]E"}eAlEVeeA«eA>1"ee"AE>""E""0UiAleAA°

I S ONE OF THE LARGEST FAMILIES OF SOCIALLY RES
« IN ASSETS UNDER MANAGEMENT #ALVERT CONTINU
ENVIRONMENTAL SOCIAL AND GOVERNANCE %3' FACTC
7E ARE INCREASINGLY NOT ALONE AS MANY TRADITIONA
ARE WORKING TO SOLVE THE HOLY GRAIL OF CAPTURINC
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7|EA‘| EIWER OF REDUCED RISK TO PORTFOLIOS IDENTIFY

N NN E2| ACRO TRENDS THAT CAN IMPACT ENTIRE SECTORS
I . IE >IN VATION THAT IS ALREADY SENDING AN IMPORTANT

VCE“ «>”"T¢\EEE IS VALUE IN MANAGING SUSTAINABILITY RISKS A

>A|EV @ﬁ@QAER ER THIS EVOLUTION TO TAKE ROOT EVEN MC

~ NN é\lEED TO EE THE FOLLOWING DEVELOPMENTS
xelEloe

N~ . RGP B TEER ACCESS TO COMPARABLE SUSTAINABILITY DA

A|«oeAIE

N ~ %J R«ERﬁEMONSTRATION OF INTEGRATED %3' APPF

AicoeAl Rk §>

A«CEA> VI\/R)?QEHEEAMPLES OF COOPERATIVE PROJECTS BETWI

U"| (EOI|NEESTORS THAT LEAD TO TANGIBLE OUTCOMES THAT D

UES ITH BOTTOM LINE IMPACTS
I I:)«IYE?LL T,\REIIEANT HESE THREE IN TURN
AI> T>AC

. T ACCESS TO INFORMATION IS THE BEDROCK OF A
|V|AA>/§ ROGRESS OVER THE LAST OR SO YEARS IN THE DEVE
V(EAE>~3E'bOA~ﬁ'A~3{<E THE 'LOBAL 2EPORTING )NITIATIVE n '2) W
. NOT;T.OoREPORT OR REPORTING DATA SPORADICALLY
|CEEVCE ffc?RAAl LYSTS TO COMPARE APPLES TO APPLES /VER
S « «.|AE|Q&FERTING OF SOCIAL AND ENVIRONMENTAL DATA AS |
.~ THE DEVELOPMENT OF MORE FORMAL INTERNATIONAL S
>««*lA° STANDARDS EVOLVE OVER TIME

SECOND WE NEED TO SEE MORE PROVEN TRACK RECO
PRODUCE PORTFOLIOS WITH BETTER RISK ADJUSTED RE
MANY MANAGERS ARE EXPERIMENTING WITH NEW %3' A
SERVICE TO AN INTEGRATED APPROACH WE NEED TO SI
FUNDAMENTAL RESEARCH STRATEGIES CAN EMERGE TH.
ANY NEW CONCEPT WE NEED A FEW BRIGHT LIGHTS TH/
IN THE DARK

4HIRD AND INALLY WE BELIEVE THAT WE CAN FORGE N
OF GOVERNMENTS .'/S CORPORATIONS AND INVESTOTF
SEEING THE BENEITS OF COOPERATIVE PROJECTS LIKE
CHANGE AND THE TARGETED DIVESTMENT MOVEMENT T
7E NEED TO SET MORE EXAMPLES SUCH AS THESE FOR
SOLVE INTERNATIONAL PROBLEMS THAT IF LEFT UNCHI
FUNCTIONING OF INTERNATIONAL INANCIAL MARKETS AN
SUSTAINABLE PROITS

JN SHORT EVOLUTION IN THESE THREE AREAS WILL HELI
IN A WAY THAT WILL BRING MORE TO THE BANQUET
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Working capital

Martin Hancock, Chief Operating Officer, Westpac Banking Corporation; Chair, UNEP FI

>AI""E >"VeVZE®VET7IAI«>VE >"7Z""}1E eA«eA>1"e"]E
AI:--E“V>~>};iAI§I‘OaEV‘..A.>--ij}~iEI |EAI>IAO~AAE‘HOO‘3]vaV(
""EL>"Z"T}E"TEAIVITIEPI>AACE iELi*TIUIAEI...>IEI...IiEI,

7IEVIA|> y ©ORKENG CAPITAL IS GENERALLY DEINED AS OPERAT
Th IE COMPANY NEEDS TO BE COGNISANT OF )N A SUSTA

ATURAL CAPITAL WITHOUT WHICH THE ABILITY OF TH
«Qee VD ECAN BE SERIOUSLY UNDERMINED

“>/Z1AAE19eN) LOOK BACK ON JUST THE LAST THREE YEARS IT |
“oe JiE "~ (NANCIAL MARKETS ARE EMBRACING THE WHOLE CONCEF

'F %3' PUSHING AGAINST A CLOSED DOOR 7HAT WERE
«>A>eejedGENEA ARE NOW BECOMING INCREASINGLY MAINSTRE

Aill""}E laHERE 1S A GENERAL CONSENSUS THAT THINGS NEED TC
«>A>“i||?%H'5§,EzESPECT THAT THE INANCE SECTOR STANDS OUT A
S OMOTING SUSTAINABILITY IT REACHES THE PART

EU.. VaHeEDEPTH AND BREADTH OF ITS INMUENCE COVERS T

UlEoe«|AS§T|PI§S
i IEV>AFIF;’/E%5&'I@LANCE )NITIATIVE WHICH MY COMPANY 7ESTPAC
. OBAL #OMPACT HAVE BEEN AT THE FOREFRONT
>AZI| lalTRYIEY GLOBAL AND CROSS SECTORAL PERSPECTIVE |
E #OMPACT S h7HO #ARES 7INSv SERIES OF REPORT
ICEf(‘ECEVESIPPo(P ED SINCE INCEPTION COUPLED WITH DIRECT
A|E> Erlas.HEEN GROUND BREAKING FOR THE INVESTMENT CO
“ge“j~]° THE BROADER INANCIAL SERVICES SECTOR HAS RAISED
UNDERSTAND UPCOMING ISSUES GENERATE TECHNICAL
AHE PLUS 5.%0 &) MEMBER COMPANIES FROM BANKI
WORK COLLABORATIVELY TO DEINE THE SUSTAINABLE II

5.0 &) S FUTURE PROGRAMME IS CENTRED ON @!WAR
FROM OUR MEMBERSHIP IS YES WE RECOGNISE THERE
5.%0 &) IS COMMITTED TO EMPOWERING ITS MEMBERS W
OPPORTUNITIES OF THEIR OPERATIONS "Y WORKING GL
IN DEVELOPING COUNTRIES WHERE SKILLS AND ASSOC
WIiLL MAKE A REAL DIFFERENCE

(OW CLIMATE CHANGE WILL MANIFEST ITSELF AROUND T}
NOT LIMITED TO THE EFFECTS ON BIODIVERSITY AND E
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WATER AND HUMAN AND ENVIRONMENTAL SECURITY 5N
DEVELOPING PRACTICAL TOOLKITS AND INDING WAYS 1
THE 5. %0 &) WORKSTREAMS WHICH NOW COVER )NSURA
"IODIVERSITY AND (UMAN 2IGHTS IN ADDITION TO THE
-ANAGEMENT 70RKING "ROUPS 7ORKING IN CONJUNCTI(
ISIA OACIIC .ORTH !'MERICA ,ATIN IMERICA AND #ENTR/
INITIATIVES ARE TRULY GLOBAL IN NATURE

$OES THIS REALLY MAKE ANY DIFFERENCE ) CERTAINLY

AND BEAR IN MIND ALL OF THIS IS VOLUNTARY 7E WOU
SOMETHING SIMILAR FROM A NATIONAL PUBLIC POLICY

EVEN LONGER FOR A GLOBAL INITIATIVE 4HAT SAID W
PARALLEL IN SETTING THE PARAMETERS IN WHICH WE O

THE MOMENT (ARDIN S 4RAGEDY OF THE #OMMONS IS Ul

n 4HE 4RAGEDY OF THE SNREGULATED #OMMONS .0 ONE

E HEAD BUT THIS IS WHERE THE PRECAUTIONARY PRINC

< ETTER AND IT LOOKS LIKE A LOT CHEAPER THAN THE

A., . I—@Agl_,%CK 1S CERTAINLY TICKING AWAY NOT A WEEK
@) | "RAVERALINEETHEIR LATEST INDINGS ON THE IMMINENT [
A V& «,SILEESRT THE BUSINESS AS USUAL SCENARIO .EADERS
E

>zhv-1 ~~

AN
~
A~

INABILITY PRINCIPLES INTO OUR ORGANISATIONA
(BQ@EEFHAT METRICS ARE NOW BEING DEVELOPED TO ASS

“loe

e A}>"" AsnE ©BRRENT INITIATIVES COMING FROM THE INANCE S
= AEI L ~THIS IS THE SECTOR THAT @INANCES THE FUTURE
o " >

EAD TO A @WIN WIN SITUATION n FOR THE ENVIR
d'll'A)l\/I LINE HAS TRULY COME OF AGE

[T

Trust me, I’m a banker

(Leo Johnson, Partner, Sustainable Finance)
ALEL.IETAAIIAITTE> " E"AAICAIAATLHE i@E . "Ace
a ceU” EO”uOiEAi"AiEoevE .0“cOAE>""EU"VZi *bPE
Al>"">LeiEL>"Z""}°

SA BANKER 9ES THEY GET SOME MEATY BONUSES
}A|> | % ER%)T STARTED WITH PROJECT INANCE )F THEY
} JECT INANCE DEAL OVER 53% MILLION TOTAI

. IA:&LELD EXPECT A CERTAIN AMOUNT OF .'/ HEAT 4HAT WA
‘lE JNEERUSTEESS ON THE CROQUET LAWN OF CIVIL SOCIET

(ENiE' wim@q E CASE OF h3HAKE . 'Ov REAL HAIR WIGS A PF

PPENED TO HAVE REMARKABLY LOW COST SUPF
PoeO E>AEA 7ZHY"SO LOW COST 7ELL ALLEGED THE 30UTH #HI
“i«oe K] ADNENTAGE YOU MAY RUN INTO IF YOU RE USING A TOU

“ & A EVII4°H SE ARE HORRIIC ALLEGATIONS "UT WHO GOT TARG
THE BANKS. !.LOAD OF BEAUTIFUL BLUE CHIP BANKS n W

leU>A" AREAI%@E @AESOME OF THEM BELONG TO THAT ELITE GF
L >~ ZﬂE + ING FRACTIONALLY THROUGH THEIR ASSET MAN/
M L. LE SUPPLIERS WAS UNBEKNOWNST TO THE BAN

U A JEIASCORERATIONS 4HINK OF IT /NE DAY YOU RE SIPPING
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YOU RE THE TARGET OF AN IMNESTY )NTERNATIONAL HLU

"UT WHAT IS THE REAL IMPACT ON A BANK n A GREAT D
TYPE &ORGET CREDIT RISK FORGET LEGAL RISK ,ET S
7THAT IS THE ONE EMOTION YOU AS THE DEPOSITOR MU
7THY T7THEN YOU GIVE A BANK YOUR SAVINGS YOU ARE P
THEY ARE UNVERIIABLE 90U CAN T KICK THE TIRES "AN
CREDITS EACH OF THEM IN TURN OF CONTINUOUSLY SH!
COLLAPSE WHEREVER THE )-& AND 7ORLD "ANK IMPLEME
PLANS )T S NOT THAT BANKS ARE BLACK BOXES 4HEY
4HE RESULT .0 ONE AGREES HOW TO EVEN RATE THEM
A RECENT )-& ANALYSIS DISAGREE WITH EACH OTHER
SECTORS /N THE INANCIAL SECTOR THEY DISAGREE (
WITH ITSELF ON HOW TO RATE BANKS

|E >P EITH ONE CAVEAT )T S THE EXPERTS WHO HAVEN T GO°

DCE@%AiIﬁOUGH IT S MUCH SIMPLER &ORGET THE NUMBERS &

e OFFERINGS 4HERE IS JUST ONE QUESTION YOU WAN

A" «« }EINDEX OF THAT IS ONE THING 7ILL THEY DO WHAT THEY

VA><< « O ST RATE HIKES /VERDRAFT FEES 4ERMS AN
R OMES TO PAYOUT THAN IT SEEMED

E| EID

i 30 WHAT ARE THE IMPACTS OF THESE CAMPAIGNS ON T
YIEI . PRHEON LABOUR THE DEPOSITOR CAN DRAW ONLY TWO

|:) OEZ ?ﬁlﬁﬁgﬁg HAVE ANY POLICIES RUN SCREAMING /IR THE
T
b

"~

e L 7HAT S LOST EITHER WAY IS TRUST 7HAT T
e O % A iNoNeyl FOR THEMSELVES
A

}ilE 0R0MEAREE HE WORLD S LEADING INANCIAL INSTITUTIONS
~iA]p EASPIRATIONAL POLICIES PLUGGED IN THE MEDIA THEN |
" TRUST |s ABOUT SOMETHING DIFFERENT SOMETHING SI
"TiAT>1"7 mAl@EH LDERS n FROM INVESTORS TO EMPLOYEES TO
No X EAR ée:ED THEY ARE FORMING PRACTICAL POLICIES
OMPANIES FOR EXAMPLE THAT HAVE IRST LI

uO AIDARE IMPLEMENTING AHAT IS THE BASIS FOR MAINTAINII
| ..."AE« IVIE"AE> >« iAE VR >AGSEAT R iBE7>IEB 1A
E

Sustainable financing in emerging economies:

India’s growth story

(Rana Kapoor, Managing Director & CEO, YES Bank Limited)

,>">E >«eeAEeVE9IAE >"ZE I'ELA""}AE>EAQAI>"">L¢
|Voe e“"VE' P >“ccAEcVEI...iIEOLAIEVI~ IOAD]E “”>]EU
U-l...E- >A}|-DEO I>««i’ EVoe““iAV >eEe««eAIO " 1A
Ve «> " iAEl.. >IEU B A UIEl.. iEAce-O1"ce AEoein...i

HE BANKING SECTOR IS THE DRIVING FORCE IN THE |

CONOMIES LIKE )NDIA IT HAS EMERGED AS A CRU!
MOMENTUM OF THE ECONOMY )T IS EXPANDING AT A Si
THANKS TO IMPROVING ECONOMIC CONDITIONS LIBERAI
LARGE MARKET OPPORTUNITIES
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IS THE OVERALL COMPETITIVENESS OF THE BANKING INL

COUNTRY BANKS ARE OFFERING BETTER PRODUCTS AS T

NICHE IN THE EMERGING ECONOMIES REPRESENTS A HI

REWARDING OPPORTUNITY AND THE TIME IS RIGHT FOR ¢

"ANKS ARE VIEWED AS TRUSTEES OF PUBLIC FUNDS AN

TO VALIDATE THIS TRUST )N RECENT TIMES THE COLL
STAKEHOLDER VALUE SUGGESTS AN EVEN STRONGER N

.~ _..TO INCLUDE LARGER SUSTAINABILITY AND DEVELOPMEN

/ 1 E PNEETHE RECOGNITION OF AVAILABILITY AND USE OF ML
W= > V EVERY COMMUNITY )T LINKS FOUR BASIC ELEMENTS

MPREHENSIVE PLANNING APPROACH

AIVI(EAE}N THE PAST FEW YEARS THE 2ESERVE "ANK OF )NDIA :
V>"EOAIikcLusionN EVEN AS THE INANCIAL SECTOR AIMS AT HE

AOA|>A~;deEeTcE,Rg '$0 PER ANNUM WHICH WOULD OFFE
AE EA EW VI N BASED ON FASTER AND MORE BROAD BAS

> > 1}
AF\FORI S AR% BEING MADE TO MAINSTREAM NICHE PRO

loeeeE | 0RINVENTIONAL FRAMEWORK OF DAY TO DAY INANCIAL S

i > V| ITHER THROUGH A DIRECT INTERVENTION MODEL OR B
|AE U HIS ,HA\S ENABLED US TO EXTEND SERVICES TO VAST N
(E é ELI THAT THERE ARE SEVERAL SUNRISE SECTORS
U|°° >A IWIT|HEN OUR VISION OF hRESPONSIBLE BANKINGv 4H

V(EO |Aﬁo§/i/'5lﬂl‘ETHE ORGANIZATION AS WELL AS IN THE BROADE

Vooe “ «i‘IA‘I!,SQzl[EA EMERGES IT NEEDS A GROWING SUPPLY OF RE
PSR _ NTLY THE COUNTRY IS HEAVILY DEPENDENT ON
> U>"1>}5°ALREADY PAYING AN ENVIRONMENTAL PRICE IN TERM
WHILE IT GRAPPLES WITH MEETING ITS RESOURCE DEM

OF DEEPENING INCOME DISPARITIES WITH THEIR ASSOC

S5NLIKE THE DEVELOPED COUNTERPARTS IN THE 7EST
OPPORTUNITY TO GROW IN A WAY THAT MITIGATES THE
4HIS IN TURN PRESENTS A VAST RANGE OF OPPORTUN
AS AN ECONOMIC INTERMEDIARY AND VAST AMBIT OF INI
COMPREHENSIVE SOCIAL WELFARE IN EMERGING ECONO
FROM BUSINESS TO TAKE ON THE CHALLENGES "ANKS
SUSTAINABLE DEVELOPMENT THEY ALSO NEED TO LEVE
MANAGEMENT DECISIONS TO INMUENCE BUSINESS INTO ¢/
TO WEIGH AND PRICE RISKS AND USE PRICE DIFFEREN-

4HERE ARE NUMEROUS GLOBAL VOLUNTARY INITIATIVES
AS THE 5. %0 &) THE 02) AND THE %QUATOR ORINCIPLES
RESPECTIVE VISIONS OF SUSTAINABILITY INTO ACTION P
BANK S RISK MANAGEMENT CAPABILITIES THE INCORPOI
AND AVENUES FOR PRODUCT DIFFERENTIATION 4HOSE |
FOCUS ON GREEN BUSINESSES OR SUPPORT INITIATIVE

) BELIEVE THAT )NDIA S GROWTH STORY PROVIDES TREM
n FOR EXAMPLE FUNDING SUSTAINABLE PROJECTS IN Tt
OFFERING INNOVATIVE PRODUCTS AND SERVICES IN THE
4HE )NDIAN INANCIAL SECTOR CAN USE SUSTAINABILITY
AS THE COUNTRY S COMPETITIVE ADVANTAGE



The Working Capital Report 39

Is progress being made, are banks more sustainable now?

(Tessa Tennant, Executive Chair, The ICE Organisation; Co-Founder and Former Chair,

Association for Sustainable & Responsible Investment (ASrIA))
""iIEeVEI..iE}AI>IE]I..""ZiAAE>"E"""®U>IcAAE""EAI/
[TAA>E/i"">"11EATAIAAIAEI...iIE"iIi " Evee AE]...iE}eeL>-EI
A...>AiEEiVeer} V>EOQ™i AA] ~‘”}E‘Ioe|§>00e“‘I§(~)~¢i\

"TUITAT e AXcTHE LATE EIGHTIES VERY FEW PEOPLE CONSIDERE
}CEUIA > v\ﬁ -OST PEOPLE THOUGHT THE MAIN PROBLEMS
A RECYCLED AND PERHAPS HOW MUCH ENERGY TF

>AE>Ah/)\S kRIOJRESS BEING MADE ARE BANKS MORE SUSTAIN
‘| {E“j ~AGEURATELY THE ANSWER SHOULD BE A GUARDED @YE
o _ THERE WAS RARELY ANY CRITICAL NEWS COVERAGE ON
>""E "ECONSTRUCTION ACTIVITIES THERE WAS NO COMMUNITY
~RAE"~A %R‘Lg TO DEVELOP INTERNAL POLICIES PROVIDE APP
e TENCIES OF BANK STAFF 3HAREHOLDERS WERE
W™ >"V I AMAERE WERE NO INDUSTRY WIDE SUPPORT NETWORKS ¢
%QUATOR ORINCIPLES 4HIS MEANT THAT BANKING EMPL

HAD LITTLE EXTERNAL SUPPORT TO DRAW ON AND EVEN

INVESTOR GOVERNANCE HAS ARRIVED THE MEDIA AND .

PEOPLE IN PLACE ACROSS THE INDUSTRY FOR THE MAJ(

7THAT MAJOR WORK SHOULD BEGIN )T IS TAKING THE B
FOR 2ESPONSIBLE )NVESTMENT AND THE %QUATOR ORI
INVESTMENT ACTIVITIES THAT ARE FULLY ALIGNED WITI
CLIMATE CHANGE WATER SCARCITY AND POLLUTION BI
OF US A CONSUMER OR SOON TO BECOME ONE BANKEF
SURE THE GOODS AND SERVICES THEY INANCE ARE SUST
OLANETARY MANAGEMENT n DELIVERING THE GOODS AND
OF ONE PLANET n WON T HAPPEN WITHOUT BANKERS 4l
TECHNOLOGIES IS EVIDENCE OF THE SUBSTANTIAL CAPI
PRIORITIES WHEN BANKERS BECOME INVOLVED 7E NEE
WAYS n FOR EXAMPLE TO ADDRESS WATER SCARCITY IS¢
PRODUCTIVE PART OF THE GLOBAL ECONOMY TO BUILD
OF THOSE THAT AREN T 4HE INVOLVEMENT OF BANKS IT
ON #LIMATE #HANGE AND WITH 4HE #LIMATE 'ROUP IS C

IDDITIONALLY THE WORK IS ABOUT FURTHER CHANGES
WITHIN EACH BANK 4HE REWARD SYSTEMS IN BANKING
THE LAUDABLE AIMS OF THE 02) WITH LITTLE OR NO INC
OUTCOMES OF A INANCING DEAL )N SUCH A COMPETITI
ACT UNILATERALLY ON SUCH MATTERS AND THE INDUST
ENCOURAGED TO SET NEW NORMS

&INALLY THE MAJOR WORK IS ABOUT BRINGING ALL THE
UNDERSTANDING 4HERE IS NO POINT IN TURNING DOWN
APPLIED IF ANOTHER BANK WITH NO hSUSTAINABILITY $
DO NOT YET UNDERSTAND THE GRAVE COMMERCIAL RIS
ARE A THREAT TO EVERYONE NOT LEAST THEMSELVES
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Mastering risks for a sustainable tomorrow
Butch Bacani, Insurance and Sustainability Advisor, UNEP Fl

OlIV..E >V>""]E"eUEL>Ai'E>IE1 *E E""E i"iU>]EA«
Ai""AOA>"VIELOA"iAAE " "E-xOIl..i>AlE A°>°EE iAiE..
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| F 02eVV]NSURANCE IS THE LARGEST INDUSTRY IN THE GLOBAI

A|>V‘|"0| OLUME EXCEEDED 53% TRILLION WHILE THE INDUS
AT 53% TRILLION

ACE‘ Ol O?NSAL‘JEANAEIFSESSENNAL FOR A VIABLE ECONOMY SINC
e |lEi" e ANCIEL RUIN FOR AN INDIVIDUAL OR ENTERPRISE 3US
El IEZRI?K%ATAA% PERFORM WELL ON ENVIRONMENTAL SOCIAL

. _ S. ABILITY n ARE CONCEIVABLY BETTER RISKS

loeeE" "1} A&ddbk PROXY FOR RISK MANAGEMENT IND IF RISKS A

AOAI> A~gg_o ﬁ OPPORTUNITIES ! SUSTAINABLE MARKET

s . E FUSION OF INSURANCE AND SUSTAINABIL

“"leeEl...Alms n TO ENHANCE LONG TERM COMPANY VALUE AND T

LGAA~IAASE\IOT PHILANTHROPY

uCE‘i.o 40DAY THE INSURANCE INDUSTRY FACES THE GREAT C
TOTALITY OF RISKS CONFRONTING SOCIETY AND THE EN
GLOBAL SUSTAINABILITY ISSUES HAVE EMERGED AND C
ENTAIL ARE SERIOUS WHILE THE OPPORTUNITIES LARC(
TO LOOK AT WHAT LEADING PLAYERS ARE DOING IN AD
SUSTAINABILITY ISSUES AND TO RECOGNISE THE VITAL

I NEW ERA

5.0 &) S ASSOCIATION WITH THE INSURANCE INDUSTR
REINSURERS WHICH HAVE BECOME PART OF THE PARTN
UNDERSTANDING THE ECONOMIC RISKS POSED BY CLIMA
A NEW )NSURANCE 70RKING '"ROUP THAT LOOKS BEYONI
PERSPECTIVE OF THE ROLE OF INSURANCE IN THE BRO/

4HE GROUP LAUNCHED ITS INAUGURAL REPORT h)NSURI
DOING IT v AT AGATHERING OF INDUSTRY LEADERS IN ,
FUNDAMENTAL QUESTION THAT MUST BE ANSWERED 7H’
7THY IS THE INSURANCE INDUSTRY UNIQUELY POSITIONI
CHALLENGES 7HY DOES IT HAVE AN INTEGRAL ROLE IN
SCOPE TO ENCOURAGE SUSTAINABLE BEHAVIOUR )T Al



The Working Capital Report 41

BE EMBEDDED IN INSURANCE PRODUCTS AND CORE PRC
DIMINISHED (OW CAN SUSTAINABLE INSURANCE MARKE

JNSURANCE AND SUSTAINABILITY ARE INTRINSICALLY L
UNDERSTANDING RISKS AND MANAGING THEM EFFECTI\
DEALT WITH STRATEGICALLY THROUGH RESEARCH AND
BEING INTEGRAL COMPONENTS "ECAUSE OF THEIR EXTI
TREMENDOUS SCOPE TO ENCOURAGE SUSTAINABLE BEH

4HE REPORT IDENTIIES NINE GLOBAL SUSTAINABILITY IS
CLIMATE CHANGE IS A BIG PART OF THE SUSTAINABILITY
ONE MUST BEAR IN MIND THAT IT IS ONE OF MANY ISSULI
3O0CIAL ISSUES ARE JUST AS IMPORTANT &OR EXAMPLE
TO THE INSURANCE INDUSTRY FOR DECADES #OULD NA
POPULATIONS WILL hBABY BOOMERSvY HAVE ENOUGH FO
DAY HEALTH RISKS SUCH AS GENETICALLY MODIIED ORG
SERIOUS AS THESE RISKS ARE THEY CAN BECOME TANGI

| iECAGAM r‘N\?&t/PPORTUNITYIS MISSED BY MOST PEOPLE BE
ORK y s;r CHANGE WORK TO RISK 4HAT SAID WILL
AOAI>" ?ELA GOlLBEN OPPORTUNITY (AS THE INDUSTRY RECOG

“iYOAE" EEDING BY EXAMPLE IS POWERFUL n CONCEPTS ARE CR
foe™ > pl/z’RléD’O‘RITI p\q{s NOT RESORT TO PROPHECIES OF DOOM O
: BEL.COUNTERPRODUCTIVE 7HILE IT IS INSTRUCTIVE IT |

Ve~ IV IPRIMARY AIM IS TO PROVIDE ILLUMINATION BY IMPARTIN

UCEA° AS|SF&J@S"AI-|IA§ A CRITICAL IRST STEP TOWARDS INDINC

> >« ~}§N|FT(%R|§UNATELY NOTWITHSTANDING THE MATERIAL LIN
ENOUGH UNDERSTANDING OF THE BENEITS IN ENG

>EA” AZEQS‘RJES:L-‘\RE OFTEN VIEWED BY THE INSURANCE INDUSTF
AV>«|E|AN|;|A|§ TAMES mAWED UNDERSTANDING OF THE RISKS
T _SUSTAINABILITY IS THE ANTITHESIS OF PROITABILITY E
V..>"} ]QEI\PAHEL?NTEPPED 40 CASCADE SUSTAINABILITY ACRO:
~*VAISAT _}BFDAECLEAR MANDATE FROM THE TOP /NE OFF REA
. AINTEGRATE SUSTAINABILITY INTO THE BUSINESS MODEL

}AI> 11 A EfARTICULARLY THOSE IN DEVELOPING COUNTRIES LAC

4HE ROAD AHEAD

I 3WISS 2E PUBLICATION STATES THAT IN PREMIUMS
TO AROUND 53% &OR DEVELOPING COUNTRIES IT
/%#$% COUNTRIES ALONE ACCOUNTED FOR OVER OF |

CRITICAL QUESTION IS (OW CAN INSURANCE ASSIST DE
5. -ILLENNIUM $EVELOPMENT '"OALS -$'S ENCAPSULATE
DEVELOPING COUNTRIES 4HE TARGET DATE OF ACHIEVI
INSURANCE CAN SUPPORT MOST OF THE -$'S BY DELIVEI
FARMERS AND HEALTH INSURANCE FOR FAMILIES 4HE S
BY NATURAL CATASTROPHE POOLS PUBLIC PRIVATE PA
SUCH AS CATASTROPHE BONDS /N THE ONE HAND MIC
OPPORTUNITY /N THE OTHER HAND IT IS A POWERFUL
OF SOCIAL SECURITY )T CAN HELP THE MOST VULNERAB
BECAUSE THEY COULD NOT HANG ON TO THE LADDER OF
AS THOSE WROUGHT BY NATURAL CATASTROPHES BRIN

#LEARLY THE TIME TO DEVELOP ORINCIPLES FOR 3UST,
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INDUSTRY HAS ARRIVED 4HE 5.%0 &) )NSURANCE 70RK
JOURNEY TO REALISING THESE ORINCIPLES KNOWING T
CRITERIA IN CORE PROCESSES PRODUCTS AND SERVICI
AGENDA -OREOVER THE ORINCIPLES WILL PAVE THE W/
SUSTAINABLE INSURERS )S IT ACHIEVABLE #ERTAINLY
FOR 2ESPONSIBLE )NVESTMENT 02) AND LEARN MUCH
DIFFERENT IN MANY WAYS INVESTMENT IS A CORE PRC
BE AN EXACT REPLICA OF THE 02) BUT THEY ARE ENVIS
UNDERWRITING SIDE OF INSURERS OPERATIONS THE C
HAS THE POTENTIAL TO BE THE NEXT GLOBAL COLLABOI

BIXTEEN LEADING INSURERS n THE LARGEST IN THE WO
n HAVE UNITED 40OGETHER THESE INSTITUTIONS REPRE
TOGETHER OF INDUSTRY GIANTS REGARDLESS OF THE
SYNERGETIC ROLE THIS STRATEGIC ALLIANCE BECOME

4HE MISSION OF ADVANCING SUSTAINABILITY THROUGH
SUSTAINABILITY ISSUES REQUIRE COLLECTIVE ACTION
GROUP OF SIXTEEN LEADERS IS NOT THE ANSWER BUT
THE INSURANCE INDUSTRY CAN DO TOGETHER FOR SUS

&ROM ITS ANCIENT ROOTS TO ITS TH CENTURY ORIGII
THROUGH TO THE GLOBAL VILLAGE OF TODAY THE INSL
ECONOMIC PROGRESS -OREOVER IT IS SOCIETY S EAR
AND MAKING INFORMED DECISIONS 4HE INSURANCE SU
WORLD REQUIRES ADAPTING TO A RISK LANDSCAPE THA"
CALLS FOR GREATER KNOWLEDGE DEEPER UNDERSTANI
INDUSTRY THE PROMISE OF A SUSTAINABLE TOMORROW
MINE THE OPPORTUNITIES THESE ENTAIL

JN INSURANCE JARGON PREMIUMS CAN BE GROSS OR N
SUSTAINABLE FUTURE IS 4HAT IS A CONVENIENT TRUT
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Sustainable finance and responsible
investment - tomorrow’s game

O//IBEDDING SUSTAINABLE INANCE AND RESPONSIBLE I
QANKING AND INSURANCE IS A WORK IN PROGRESS 4F
MARKETS ARE MAKING A SERIOUS INVESTMENT TO MAINE¢
OF OUR GLOBAL MARKETS BUT THESE INSTITUTIONS AN

JMPORTANTLY AND AS A PRECURSOR OF COMING SYST
INVESTORS HAVE A GROWING UNDERSTANDING OF THE F
AND THE MAINSTREAMING OF RESPONSIBLE INVESTMEN

INSTITUTIONS BACKING THE ORINCIPIREBVMS THOR 2ESPON

4HE REALITY OF THE CURRENT MARKET PLACE HOWEVE
GLOBAL ASSETS AND THE 53% TRILLION OF ASSETS H
A MASSIVE EXTENT DO NOT EFFECTIVELY VALUE PRICE
IN THINKING BEHAVIOUR AND COLLECTIVE ACTION THA"
THE $.! OF CAPITAL MARKETS IS ONE OF THE KEY CHALI

4HROUGHOUT THE PERSPECTIVES SECTION OF 47#2 CON
OF CORE THEMES 4HESE INCLUDE THE BUSINESS MODE
TRUST AND REPUTATION 3NAPSHOTS OF THIS JOINT TH

"USINESS MAOLEERBLANET CANNOT BE RUN AS A BUSINESS
TO MORE AND MORE hPREDICTABLE SURPRISESvV WITH P
AND SOCIAL SHOCKS /UR INANCIAL SYSTEMS AND CAPIT
OF A hRUNAWAY UNECOLOGICAL GLOBAL ECONOMYv IT
INANCIERS ARE BEGINNING TO UNDERSTAND THE IMMEI
MARKETS
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$ATA AND ANMRATDIBIONAL INANCIAL ANALYSIS DOES NO°
PROILE AND VALUE POTENTIAL OF MAJOR CORPORATION
ARE INCREASINGLY RELEVANT TO A GLOBAL MARKET WI
ECONOMIES WEALTH IS CREATED BY KNOWLEDGE AND O
AN IMPORTANT PART OF THE INANCIAL CALCULUS O0IGEC
BE EMBRACED AS MAINSTREAM

JNCENTDEERS/ERSE INCENTIVES ARE EMBEDDED WITHIN T
THAT REWARD SHORT TERM THINKING )NDIVIDUAL EXE(
THEIR BEHAVIOUR IN A MANNER THAT INTEGRATES %3"'
OR NO INCENTIVE TO REMAIN ACCOUNTABLE FOR THE L

AALEMHAE UPSURGE IN %3" ACTIVITY AND THE RENEWED
INSTITUTIONS EXPLORING BOTH %3' RISKS AND OPPORT
THE BEST AND BRIGHTEST SEEK OUT INSTITUTIONS WHO
VALUES IN INSTITUTIONS APPROACH TO %3' WILL DETE
9v EXECUTIVES AND LEADERS THE ABILITY OF INANCIAL
BEST STAFF

4RUST AND REPIWFETIONE COLLABORATION AND PRODUC
INANCIAL INSTITUTIONS TO BUILD TRUST AND PROTECT |
IN COMMUNICATION HAVE CREATED A hDEATH OF DISTAN
TOGETHER THE BEST OF PUBLIC AND PRIVATE INNOVATI
BETTER POLICY DEVELOPMENT AND SHINES A LIGHT ON
INANCIAL INSTITUTIONS WHILE REMAINING hRED IN TOC
ITvIN TERMS OF THE CRUCIAL ROLE TRUST AND REPUT,
IGNORE THIS TRUTH DO SO AT THEIR PERIL

JN CLOSING IT IS WORTHWHILE NOTING TWO POINTS MA
,ING OF '"OLDMAN 3ACHS LOOKING TO THE FUTURE OF S|
NOTED THE PASSION THAT AN INCREASING NUMBER OF
HAVE FOR THE ISSUES (E STRESSED THAT THE ON GOIN
SECTOR AND ALSO WITHIN CAPITAL MARKET ACTIVITY
OF PERSONAL COMMITMENTS v

ORINCE %L (ASSAN "IN 4ALAL OF *ORDAN ALSO ADDRESS
TO SPEED NEW THINKING WITH RESPECT TO GLOBAL INE
FAVOURING THE WORLD S RICHEST BILLION IN A hCO
-ARKET BASED GLOBALIZATION WAS NOT A PANACEA H
GLOBALIZATIONvV TO DRIVE A MUTUALLY ASSURED SURYV

E
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Source: Independent study by GOE, data provided by ASSET4 and Thomson Financial.
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* Dr Olaf Weber, Managing Director of Gesellschaft fir Organisation und Entscheidung m.b.H., is an independent expert on the
development of company ratings and the combination of financial and extra-financial aspects influence on corporate performance,
and develops statistical algorithms for ASSETA4.
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