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Living in the age of disruption
Reaching a tipping point for action?

“

Only a crisis -actual or perceived - produces real change.
When that crisis occurs, the actions that are taken depend
on the ideas that are lying around.
That, I believe, is our basic function: to develop alternatives
to existing policies, to keep them alive and available until
the politically impossible becomes the politically inevitable.

“

Milton Friedman
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A world in flux
A complex, interconnected ecosystem

Unemployment

Coronavirus Pandemic

Air Pollution
Asset bubbles

Human-made environmental
disasters

Extreme weather
Water crisis

Biodiversity loss
Weapons of mass
destruction

Critical infrastructure failure

Aging population
Global governance failure

Information infrastructure breakdown

Interstate conflict

National governance failure

Adverse technological advances
Data fraud or theft

Terrorist attacks
Financial failure

Food crisis

Involuntary migration

State collapse

Climate change
Deflation

Cyber attacks

Social instability

Source: World Economic Forum Risks Report 2020.

Fiscal crises

Unmanageable inflation
Illicit trade

Economic entropy is part of “business as usual”
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A complex, interconnected system
We are all in it together

THE
PLANET
GLOBAL
SOCIETY
GLOBAL
ECONOMY
CAPITAL
MARKETS

A sustainable & resilient system
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ESG issues

“Non-financial information” is a misnomer
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Fundamental inputs
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A rapidly evolving taxonomy of investment
Positioning yourself on the spectrum of capital

INPUT

OUTCOME

CONSEQUENCES

ESG

SUSTAINABLE

IMPACT

The full mosaic of
insights on financial
performance

Adapting to a changing
world and avoiding
market failure

Targeting solutions
to our most pressing
needs globally

STEWARDSHIP
- voting, engagement & policy advocacy
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Four pillars of sustainable investment
A context-based approach

CIVIL SOCIETY CARES

GROWTH

OPPORTUNITIES

Identification of structural:







Energy transition
Food security
Future of mobility
Demographic shifts
Circular economy

RISK
INSIGHTS
Understanding emerging
risks:
 Systematic
 Specific
 Systemic

REPORTING

STEWARDSHIP

APPROACH

DISCLOSURES

Responsible stewardship:

Transparent disclosure:











Voting
Engagement
Advocacy
Education

TCFD reporting
Voting record
Engagement activity
Environmental & social
policies
 Annual report

FIDUCIARY IMPERATIVE
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Four key areas of focus
Getting ahead of the curve

CLIMATE CHANGE
POLICY
 Stance on climate change:

STEWARDSHIP
APPROACH
 Implementation of stewardship:

ESG REPORTING
 Approach to reporting

TRUSTEE TRAINING
 Technical knowledge needed:

‒ Acknowledge

‒ Investment manager(s)

‒ Integrated

‒ Annual competency training

‒ Manage

‒ Third-party overlay

‒ Separate RI report

‒ Contribute

‒ Internal

‒ Investment committee
responsibility

 Degree of integration into
investment strategy

 Influence of plan sponsor on
policy focus

 TCFD reporting & scenario
testing

 Reporting needs

 Provides external clarity to
approach

‒ Separate responsible investment
oversight

 A rapidly evolving landscape

7

Delivering engagement outcomes
A growing imperative

Engagement needs to be based on a strong, well researched arguments linked to a clear business case
and recognition of the complexity of the company being engaged

Managing well the environmental and social impact of a business builds resiliency and supports long-term
financial returns

Case studies along the timeline of engagement provide a narrative for the change being sought and a
feedback of information on success

Recognition that not all issues are resolvable and divestment or avoidance can reduce exposure to
stranded assets

Decision: internally led, delegated to external managers or an overlay?
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An action plan for pension funds
Regulatory imperative

ACTIONS

COMPLIANT

VISIONARY

Principles

 Awareness

 Integration

Competency

 Assessment

 Focus

Integration

 Opportunist

 Strategic

Documentation

 Referenced

 Detailed

Review

 Encourage

 Require

Stewardship

 Delegated

 Principles led

Climate

 Reporting

 Managed

Reporting

 Information

 Transformative

Getting ahead of the curve
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What to look for in a investment manager
GOVERNANCE

Executive and senior management buy-in

PEOPLE

Size, seniority and skill ESG team
Depth of asset class integration

INTEGRATION AND PROCESS

Bottom-up or top-down integration
Firm-level versus fund level of ESG integration

DATA AND SYSTEMS

Breadth of ESG research tools

ENGAGEMENT/POLICY WORK

Nature of stewardship approach, including voting record

REPORTING

Depth and transparency of ESG reporting

COMPLIANCE

Public availability of process & procedure documents on ESG policies

INTERNAL AND EXTERNAL
COMMUNICATIONS

Staff training on ESG issues and investment innovation

CORPORATE RESPONSIBILITY

Corporate social responsibility policies, reporting and implementation

Collaboration with external organisations
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Conclusion
Part of fiduciary purpose

Context based approach

Opportunity to reassess risk management and investment opportunity

Decide where to sit on the spectrum of capital

Prioritise on climate, stewardship and reporting with supportive trustee training

A lens for supporting better fiduciary outcomes

Turning aspirations into practical action
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Important information
For professional investors only

This presentation is issued by Newton Investment Management Limited, The Bank of New
York Mellon Centre, 160 Queen Victoria Street, London, EC4V 4LA. Registered in England
No. 01371973. Newton Investment Management is authorised and regulated by the Financial
Conduct Authority, 12 Endeavour Square, London, E20 1JN and is a subsidiary of The Bank
of New York Mellon Corporation. Newton Investment Management Limited is registered with
the SEC as an investment adviser under the Investment Advisers Act of 1940. Newton’s
investment business is described in Form ADV, Part 1 and 2, which can be obtained from the
SEC.gov website or obtained upon request.
Newton’ and/or ‘Newton Investment Management’ brand refers to Newton Investment
Management Limited.

Assets under management may include assets of wrap fee account(s) for which Newton
provides sub-advisory services to the primary manager of the wrap program.
These opinions should not be construed as investment or any other advise and are subject
to change. This document is for information purposes only.

The enclosed material is confidential and may not be reproduced or redistributed without the
prior written consent of Newton Investment Management Limited. Nothing herein constitutes
an offer to sell, or solicitation of an offer to purchase, any securities.

Newton Investment Management Limited
BNY Mellon Centre
160 Queen Victoria Street
London EC4V 4LA
Tel: 020 7163 9000
Registered in England No. 01371973
www.newtonim.com
Registered office: as above
The firm is authorised and regulated by the Financial Conduct Authority, is a member of the IA and is
a Bank of New York Mellon Company
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