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The invite
Senior leaders from both the European asset owner and 
asset manager communities joined Schroders and Re-
sponsible Investor for a high-level, but enjoyably informal 
discussion over three fine dining courses at a London 
restaurant on the increasingly important topic of the 
future of ESG (Environmental, Social and Governance) 
reporting from fund managers to their clients.

The backdrop to the dinner discussion is a rapidly 
evolving regulatory landscape.

On the E environmental reporting side, these include 
the UN COP21 and G20 green finance push, as well as 
the work of the Financial Stability Board’s Taskforce on 
Climate Related Financial Disclosures, UK and Europe-
an climate targets/budgets, and the growth of country 
reporting initiatives such as ESG reporting in the 2016 
‘Article 173’ law in France.

Dinner dialogue
The future of ESG client 

reporting in three courses

On the S social reporting side, these include the EU 
non-financial reporting directive for companies with 500+ 
employees, and revision to the existing IORP EU Pension 
Fund directive. Lesley Titcomb, head of the UK Pensions 
Regulator, has said that ESG reporting and integration 
“can’t be ignored” under fiduciary duty, and that the reg-
ulator will be launching guidance for the defined benefit 
(DB) space in 2017 that will be “congruent and aligned” 
with the work of the UK Law Commission and the new 
EU rules.

On the G corporate governance side, the UK’s transi-
tioning huge LGPS pools have signed the Stewardship 
Code to prompt their fund managers to vote their shares 
and engage with investee companies. This comple-
ments the rise of investor Stewardship Codes in Japan, 
Taiwan, South Africa and beyond. The EU Shareholder 



3

Rights Directive is also undergoing a series of major 
amendments.

In addition, there is a current EU consultation on ESG 
reporting for investors.

The UN-supported PRI with $60 trillion in investor 
signatories now also requires ESG reporting for asset 
owner and manager signatories in its Reporting & 
Assessment Process. The PRI has begun publishing the 
results, enabling asset owners to compare fund manager 
ESG credentials. 

And fund ratings providers and custodians (Morning-
star, MSCI, BNP Paribas) are increasingly providing ESG 
ratings for asset managers as part of their services.

All the above poses a series of significant questions 
that were discussed by our dinner guests:
➤  What is the level of investor awareness of current ESG 

reporting initiatives/regulations? 
➤  Why are these regulations being introduced and how 

will they have to be adopted?
➤  Asset owners are interested in ESG. How are they 

translating this into expectations around reporting 
from service providers? 

➤  What do asset owners want to see in reporting: is it 
activity and qualitative, or it is outcomes/impact? 

➤  Are fund managers being transparent enough about 
how they integrate ESG into investment strategies? 
What pressure are they/will they be under to do so, 
and how will this affect investment strategies?  

➤  Can big data be used to better quantify and report on 
ESG metrics for portfolios? 

➤  What are asset owner expectations on environmental 
investing and carbon data/footprinting going forward? 
The following report is the account of the dinner 

discussion.

What do investors want 
from ESG reports?
With most of the world’s largest fund managers now 
signatories to the United Nations Principles for Responsi-
ble Investment (UN PRI), asset owners expect ‘enhanced’ 
application and reporting on the integration of ESG 
factors across asset classes from their service providers. 
This means clear incorporation into the investment deci-
sion-making process and client communications. 

Alongside new regulation, the introduction of fund 
manager ratings on ESG factors has increased scrutiny 
on the extent to which managers ‘walk the talk’ in their 
management of client portfolios.  ESG ratings could help 
asset owners align manager selection with long-term ori-
ented investment principles, although the range of rating 
approaches and outputs complicates matters. Standard 
fund ESG ratings are diverse perspectives rather than 
definitive answers. One round table participant summed 
up the broad approach: “We are long-term investors look-
ing for sustainable returns from sustainable businesses… 
and this requires our appointed managers to integrate 
ESG metrics in their portfolio design.” 

Guests 

Anne Courrier, Director Strategic 
Partnerships and Investments, Malakoff 
Mederic

Andrew Howard, Head of Sustainable 
Research, Schroders

Amandeep Shihn, Investment Consultant, 
Willis Towers Watson

Claire Glennon, UK Institutional Business 
Development, Schroders 

Jane Firth, Principal Investment Manager, 
South Yorkshire Pensions Authority 

Jill Davis, Assistant Director, Client 
Management, London CIV

Jenny Buck, Head of Property, Tesco Pension 
Investment

Honor Fell, Associate, Redington 

Mette Charles, Senior Investment Research 
Consultant, Aon Hewitt 

Owen Thorne, Investment Officer, Merseyside 
Pension Fund

Yves Desjardins, France Institutional 
Business Development, Schroders 

Starter
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More available data means asset owners are embold-
ened to ask more questions of their service providers. 
And those long-term investment managers should be 
voting shares and engaging company management on 
significant ESG/financial issues. 

But in spite of the rapid expansion of the UN-PRI sig-
natory base and the proliferation of asset manager ESG 
rankings there is no universal definition of ESG. Conse-
quently, in the transition of ESG integration from niche to 
mainstream, asset owners must decide between a range 
of ESG integration tools, metrics and strategies.

Is a one-size ESG solution possible? 
There is no holistic solution to ESG data use and re-
porting, but belief and adoption by asset managers are 
important mandate hiring criteria. Consultants are now 
considering competitive advantages in ESG integration 
across asset classes in the selection of investment man-
agers from the RFP through to the meeting stage, where 
some of the most valuable comparison information is 
elicited.

Investor expectations on ESG reporting vary based on 
market conditions, geography and individual preference. 
Rather than buy, sell or hold signals, participants said 
they expected that asset managers communicate a 
more nuanced understanding of how better ESG data 
can enhance long-term investment outcomes and value 
creation. In a low-yield environment, investors said they 

expected that ESG strate-
gies would be deployed to 
support stable returns over 
time.

Asset owners say putting 
their finger on good ESG 
integration and reporting 
is akin to weighing up an 
investment manager’s 
‘ESG mojo’ to determine 
how genuinely the house is 

integrating non-traditional, material financial risks into the 
investment process. 

As one investor put it: “An asset manager may look 
good on paper, they might be a PRI signatory, but then 
you meet with the CIO and you get a complete stonewall 
on ESG issues.”

From the prediction of macro-economic trends to 
more granular sector and company-level ESG analysis, 
asset owners said they expect big data solutions to 
emerge that could disrupt existing reporting practices 
and improve transparency. 

Ultimately, asset owners need to feel comfortable 
with an asset manager’s strategy and ESG beliefs. Many 
employ significant background ESG data before meeting 
the manager. 

Significant questions asked to potential managers 
include how much resource they have dedicated to the 
ESG team, the team’s size, and how closely it sits with 
the actual research teams, the level of seniority of ESG 
team members and public disclosure on ESG issues by 
leaders within the firm. 

Reporting expectations for asset managers. 
What tools are available and commonly 
used? What more is needed?
Investors expect asset manager ESG reporting to be driv-
en by mutually agreed goals. For most, this equates to 
fund performance, volatility and long-term value creation. 
Of course, different investors have specific investment 
beliefs (significantly influencing their approach to ESG 
integration) and operate to distinct liability time horizons. 
There is a widely held expectation among asset owners 
that investment managers should have similarly clear 
investment beliefs which guide investment strategy, 
including ESG integration.

Asset owners are interested in the ESG data used to 
inform investment manager decision-making, as well as 
how these inputs translate into investment strategy and 
behavioural change at the fund manager organisational 

Amandeep Shihn, Willis Towers Watson

  Honor Fell, Redington; Claire Glennon, Schroders

“An asset manager 
may look good on 
paper, they might 
be a PRI signatory, 
but then you meet 
with the CIO and 
you get a complete 
stonewall on ESG 
issues”
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level. One noted: “Lots 
of ESG detail on a single 
investee company may not 
translate into a robust ESG 
investment philosophy and 
process at the firm level.” 

Communication of 
detailed ESG data and 
its place within a unified 
investment policy and prac-
tice is now expected.  But, 
ultimately most investors 

said they respected the expertise of their investment 
managers, and expected to see a marriage of strategy 
and result. One noted: “We are not going to make a judge-
ment on whether or not an investment manager made a 
right risk call, but we will examine how their decisions are 
guided by clear policy.” 

Regulatory and contractual signposts en 
route to enhanced ESG reporting
At present, asset owners rarely define ESG reporting cri-
teria in their contracts with asset managers. This means 
that for ESG integration and reporting to be a tangible 
deliverable from an asset manager, practices must evolve. 
One way to address the current gap in reporting expec-
tations and practice is to outline ESG reporting expecta-
tions in mandate requests for proposal (RFPs).  

Beyond the contractual obligations to report on ESG 
integration, the rapid development of regulation, partic-
ularly with respect to climate change risk reporting and 
the work of the Financial Stability Board’s Task Force 
on Climate-related Financial Disclosures is shifting be-
haviour. In many major capital markets ESG reporting is 
increasingly required in mandatory or voluntary, ‘comply 
or explain’ regulatory frameworks.

Enhanced disclosure regulations in some jurisdictions 
are already impacting on investor expectations in others. 
Article 173-VI of France’s Law on Energy Transition for 
Green Growth (LTECV), acts like permission for asset 
owner requests for enhanced ESG disclosure from invest-
ment managers in the UK, for example.

That said, investors don’t necessarily agree whether it 
is an asset owner’s responsibility to define ESG reporting 
expectations, or if the onus sits with an appointed asset 
manager. One investor said: “I want my manager to un-
derstand the principles and beliefs that inform my invest-
ment strategy. For example, I may have certain company 
or sector preferences that are related to my business 
interest. Once these preferences are established, I would 
expect an investment manager to communicate a related 
systematic voting policy and engagement.” 

Benchmarking ESG performance
Attendees said company and sector-level case stud-
ies provide the strongest ‘evidence’ that can be used 
to examine the ESG credentials of an asset manager. 
Examples of material ESG risk include climate change 

exposure and water use, human rights risks linked to 
global supply chains, and corporate governance failures 
in response to tightening enforcement of existing regu-
lation. Relevant recent examples might be scandals on 
automotive emissions or the abuse of market position by 
banks over LIBOR benchmark setting. Many ESG issues 
ultimately relate to company management quality and 
the need for closer monitoring of ‘at-risk’ companies. 
Better ESG reporting could help to reduce the frequency 
and severity of ESG-related value destruction in public 
companies. 

Why is better ESG reporting needed?
Investment managers and asset owner ESG analysts feed 
information into their respective investment committees. 
Within existing communication structures, ESG analysts 
sitting within asset owners can struggle to ensure that 
ESG considerations are formally integrated into their 
fund manager’s decision-making processes. Investment 
managers have an important role to play in communicat-

Jill Davis, London CIV

“Lots of ESG 
detail on a single 
investee company 
may not translate 
into a robust 
ESG investment 
philosophy and 
process at the firm 
level”

Anne Courrier, Malakoff Mederic
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ing ESG management data to clients and ensuring that 
material issues are considered and that ESG strategies can 
be defended against external criticism, especially as NGOs 
become increasingly active in the investment space, nota-
bly on climate change issues. The rise of new stakeholders 
in the investment industry means that managers need to 
consider new audiences for their reported ESG data. 

In addition, within public sector pension plans and 
Defined Contribution (DC) 
schemes, non-traditional 
stakeholders are starting to 
be heard in the ESG debate, 
such as millennials who are 
starting out on a lifetime of 
DC pension contributions 
and are more ESG aware. 
This will impact on the fu-
ture of ESG client reporting. 

Multi-asset class ESG reporting
As ESG data reporting moves beyond public equities 
to property, infrastructure, and fixed income, invest-
ment managers should be guided by top-down internal 
reporting guidelines. There is abundant available ESG 
data. Rather than more data, however, there is a need for 
greater uniformity and ease of integration with existing 
risk management processes and investment strategies.

 

Climate change 
exposure measurement 
and reporting is 
rising swiftly up the 
investment agenda 
Climate risk analysis and reporting is an evolving field. 
From equity portfolio carbon footprinting and com-
pany-level carbon asset risk exposure, asset owners 
and consultants expect to see a range of metrics from 
investment managers, notably analysis on climate change 
risk management strategies within portfolio constituent 
companies.

Industry expectations on ESG reporting 
generally track regulatory change 
Different asset owners approach climate exposure with 
different goals in mind, which will determine the type 
of data their managers will report. This can range from 
measuring portfolio climate impacts, quantifying financial 
risk within targeted sectors and geographies, promoting 
a more altruistic climate transition, or simple regulatory 
compliance. 

What is the purpose of measuring climate 
exposure? 
Investment manager reporting on climate includes 

Main

  Jenny Buck, Tesco Pension Investment

  Mette Charles, Aon Hewitt 

“The rise of new 
stakeholders in 
the investment 
industry means that 
managers need 
to consider new 
audiences for their 
reported ESG data”
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economic analysis of the potential long-term impacts 
on portfolio-wide investment strategy. This could lead to 
actionable analysis on portfolio carbon risk exposure and 
emerging opportunities in the low carbon transition. This 
process could begin with a portfolio carbon footprint, 
followed by sector and individual carbon asset risk expo-
sure analysis. 

What tools are currently available? What 
more is needed?
Investors are already asking for enhanced asset manager 
reporting along the lines of nascent French and Swiss 
regulatory reporting regimes. These regulatory chang-
es could be the start of a feed-in loop. Leading asset 
managers are already providing detailed assessment on 
“management quality and positive ESG scores and 
climate-ready companies.”

Where does ESG 
reporting go from here? 
The future of ESG reporting is already here – it’s just not 
evenly distributed. It will, however, be determined by infor-
mation sharing and regulatory convergence in the world’s 
largest capital markets. As ESG factors become integrat-
ed into risk management functions within companies, 
and by asset owners, the expectation is that reporting will 
become mainstream. 

Approaches to ESG integration and reporting fall into 
two broad camps. First, active asset owners influencing 
the world around them. Second, asset owners protecting 
themselves against market risks. Most asset owners may 
still not feel com-
fortable making de-
mands on investment 
managers in relation 
to climate change 
risk management and 
assessment.

But, there is a 
palpable and growing 
groundswell of regu-

Dessert

Jane Firth, South Yorkshire Pensions Authority

Yves Desjardins, Schroders Owen Thorne, Merseyside Pension Fund

As ESG factors become 
integrated into risk 
management functions 
within companies, 
and by asset owners, 
the expectation is that 
reporting will become 
mainstream
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latory risk that means ESG integration will be considered 
fiduciary duty for pension trustees and their investment 
managers. Asset owners expect an accelerating pace of 
change in ESG client reporting. 

While governance (G) will continue to be the more 
universally considered business risk, environmental (E) 
and social (S) factors are gaining prominence. Challenges 
remain. In an era of low returns, trustees really need to 
believe that ESG is material to return profiles, and proving 
the financial materiality of E, and S elements is more 
difficult. 

As financial evidence evolves, that financial quandary 
will be solved; in turn influencing ESG reporting practices 
at asset managers and through the pensions investment 
chain. Enhanced reporting on ESG factors could also be 
a key to engaging with beneficiaries and savers in years 
to come. Good reporting on ESG issues will be a tool to 
engage with DC pension contributors and new savers, 
who will be receiving their pension pots in 40+ years time, 
in a markedly different environment. Andrew Howard, Schroders


