


that it is geographically different, 
and global investors may find it 
challenging to navigate different 
legal requirements when thinking 
about how to act in the best interests 
of investors.” However, he says the 
challenges are not “insurmountable”, 
as differing geographical regulations 
affect every part of businesses. 

Education, education, education
One of the ways to go above and 
beyond the regulations set by 
governments and organisations  
could be to improve education for 
industry members and investors. 

“The financial industry needs to 
understand what ESG issues there 
are and how they can implement 
them into thinking about businesses, 
which is all aimed at how you can 
make better investment decisions,” 
Zandbergen adds.

“It should be a standard course  
in the financial and economic 
curriculum, for example at 
universities.” 

Alfi Responsible Investing Legal 
and Policy Committee chair, Nathalie 
Dogniez, believes that determining 
the sustainability of products will 
“remain a critical challenge” that  
the taxonomy and disclosure 
regulations are aiming to address. 

She continues: “In order to 
properly implement these  
measures, intensive investors’ 
education and up-skilling of sales 
forces will be required - not just 
demonstrating that, in fact, ESG 
integration brings additional 
performance, but also in order to 
assist investors in expressing their 
sustainability preferences.”

Further education may help 
pension schemes position themselves 
in the rapidly changing market to 
ensure that outcomes for members 
and schemes are the best that they 
can be.

“We believe it’s important asset 
owners evaluate their starting 

position to be able to facilitate  
their next steps for asset allocation, 
benchmark selection and manager 
oversight,” notes MSCI executive 
director, asset owner and consultant 
coverage, Mark Guirey. 

“To date, only a handful of 
pension schemes have reported on  
a Task Force on Climate-related 
Financial Disclosures (TCFD) basis 
and have done the analysis of the 
risks their portfolios face with the 
transition to a low carbon economy.”

Reporting responsibility
Some argue that the key to 
increasing the implementation of 
ESG principles in European pension 
schemes is industry members taking 
responsibility in pushing for change 
and meeting sustainability targets. 
This could take the form of reporting 
on ESG-related activity, adapting 
investment strategies, or voting for 
or against management practises  
that support or ignore ESG issues.

“This systemic risk needs to be 
addressed by the whole system, not 
just the regulators, but everyone 
working together,” says Zandbergen. 

“Active ownership is an extremely 
important tool. You must also be 
ready to vote against management 
recommendations if you are serious 
about certain issues. If engagement 
does not work, then you need to be 
ready to show what you are serious 
about. If you are serious about 
creating wellbeing, you need to 
create non-financial goals next to 
your financial goals.”

BNY Mellon Investment 
Management head of European 
institutional distribution, Olivier 
Cassin, agrees, saying: “The 
investment industry can still improve 
on ESG reporting and performance 
attribution. Active managers have a 
unique role to play here in focusing 
on bottom-up security or bond 
selection to demonstrate that ESG 
integration and sustainability are not 

labels, but a way to view the world 
that adds value to client portfolios.”

Data and transparency
Commitment to ESG can naturally 
lead to more ethical management of 
pension schemes, with transparency 
at the heart of ethical improvements.

“Transparency is key, and the 
upcoming sustainability disclosure 
will impose demanding disclosure 
on all financial market participants 
and financial products, ranging from 
sustainability risks, to impact 
reporting and taxonomy alignment,” 
explains Dogniez. 

“Complete and reliable sets of data 
on the investment universe and 
investee companies will be required 
to prepare these disclosures. As of 
today, the main source of information 
remains the investee companies 
themselves, through their non-
financial reporting. 

“But very few companies are 
required to do such reporting and the 
information is not standardised nor 
subject to independent verification 
mandatory requirements.”

Invesco global head of ESG, 
Cathrine De Coninck-Lopez, adds 
that communicating with members 
and adapting investment options  
can improve schemes’ sustainability.

“ESG investment principles are 
founded on long-term sustainable 
value creation and therefore ESG 
investing is naturally aligned with 
the objectives of pension savings,” 
she states. 

“Studies have shown that pension 
savers put a high priority on aligning 
their pension savings with ESG 
principles, in some cases above 
returns. Pension investors are often 
not informed on how their pension 
savings are invested and default 
funds continue to be non-ESG 
options. In future, we would hope 
and expect to see default options 
increasingly moving towards  
ESG strategies.” ■
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