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Management School within the investor community

Investors’ mindsets
«System and behavioural rigidity

Decision techniques
*Quantitative analysis
eInadequate tools and models

Investment time horizons
eShort-termism

Education:

=Shortage of investment professionals
with appropriate competence

Management systems

s|nvestars' reward and evaluation criteria
sNeed for centralised ESG function in
firms

Investors’ perception of ESG

Issues

= ESG issues are complex and uncertain

= Expansionary nature of ESG issues

* |nformation overload

= Jata: comparability, quality, consistency,
continuity

= [Jata: difficult to quantity, insufficiency /
inadequacy of data, sector differences,
materiality

= [ontestations of ESG issues

= | anguage confusion




Inside companies

Different stages of CR maturity

Many companies don't make
the explicit link between CR
commitment and their overall
strategy/risks/opportunities

Many are struggling with how
to explain this linkage to
Investment community
satisfactorily

lack of trust in the robustness and
accuracy of ESh data

Difficulties to collect ESG data: Even
where the data are available,
these may be dispersed in
different parts of the business,
or held within a specialist CR /
sustainability function which
may be disconnected from the
business

Reluctance in communicating ESG data

Doubts about the interest of investors




But the current dominant
convention of valuing
companies Is
changing thanks to

> the myriad of emerging
Initiatives to encourage
the integration of ESG
Information

> the better
understanding of the
relationships between
ESG performance on
and financial outcomes

 Institutional investors’
collaborations

=»Enhanced Analytics Initiative
(EAI) ; Principles for Responsible
Investment (PRI)

* Financial analysts’ collaborations

=2 EFFAS CESG (European
Federation of Financial Analysts
Commission on ESG
Environmental, Social &
Governance)

» Surveys, reports and publications
(academic & professional)

» Disclosure regulations for
pension funds
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Primary objective

Corporate
governance

= Public perception | = Carbon emissions | = New product Ethical integrity

+ Supply chain = Waste and process Processes and
management management development procedures

ESG factors

Absence rate

Customer loyalty = Opinion former = Energy efficiency * Value of potents = Ethical code

=  Staff turnover + Retention perception = Deployment of + Customer perception deployment:

* Health & safety » Reputation * Media coverage renewables « Talentrecruitment & ° Boord composition

« Fair restructuring s Trust = Communi = Waste reduction retention = Equality & diversity

* Training * Price, product, Wil ek * Recycling * ‘Training = Talent development

« Performance service quality 2 g‘.{'g:;ehuoe'da" = Environmental = R&D expenditure = Audit processes
management = Competitive IEI i impacts = Reporting &

» Equality & diversity positioning . tergg é:gg'-’ atory - Ebm-'ifﬂ:me"‘ul fransparency

* Reputation o License to operate > Lr;zq dis = Reputation

= Commitment to 5 cioiion ussgsmeni = Shareholder interasts
customer = Arnticorruption palicy/

= Talent recruitment * Social capital prachice
& retention = Competitiveness
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