
1 

How to  
Divest  
Invest
A guide for institutional 
investors



2 3 

2  IMPLEMENT YOUR 
 DECISION TO 
 DIVESTINVEST: 6 STEPS
 FOR TRUSTEES AND 
 MANAGEMENT

3  INTEGRATE CLIMATE
 SOLUTIONS INTO YOUR
 PORTFOLIO AND AVOID
 FOSSIL FUELS

4  CASE STUDIES

5  SUGGESTED RESOURCES

  AUTHORS AND 
 ACKNOWLEDGEMENTS

15

35

53

81

89

94

  ENDNOTES

Contents

31  INTRODUCTION AND
 RATIONALE



4 3 00 

Introduction and  
 rationale

1.4  A SUMMARY OF THE
  FINANCIAL ARGUMENTS 
 FOR DIVESTINVEST

1.2  WHAT IS DIVESTINVEST?

8

12

6

1.3  STEPS FOR 
 ACCELERATING  
 DIVESTINVEST IN THE 
 WIDER FINANCE SYSTEM

1.1  PURPOSE OF THIS GUIDE 4



4 5 00 

1 INTRODUCTION AND RATIONALE

This guide is for institutional  
investors including:

• Universities
• Faith groups
• Foundations 
• Charities with endowments
• Family offices
• Corporate pension funds
• Organisational pension funds 
• Local authority pension funds
• City funds

It provides the practical information  
for decision makers on how to integrate 
a DivestInvest strategy with the mission 
and asset allocation strategies of a fund.

Section 1 offers a brief synopsis of the 
rationale for a decision to DivestInvest. 
Sections 2 and 3 provide case studies 
and a framework for implementing  
the decision to DivestInvest.

The guide assumes readers have some 
prior knowledge of climate change and 
its associated investment risks, as well 
as the rationale for DivestInvest. To find 
out more about these issues, please 
refer the “Suggested Resources”  
section at the end of this guide and 
divestinvest.org. 

We would welcome feedback and  
the opportunity to discuss any issues 
relevant to this guide. Please get in 
touch via the website link:  
divestinvest.org/about/contact.

1 INTRODUCTION AND RATIONALE

1.1  PURPOSE OF THIS GUIDE

 Ivanpah Solar Project, California

http://divestinvest.org
http://divestinvest.org/about/contact
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DivestInvest is the commitment to sell 
investments in fossil-fuel companies  
and invest in those companies providing 
the solutions to climate change, such  
as sustainable energy, reforestation,  
zero carbon transport, the built 
environment and water management.

DivestInvest helps investors to address  
the risks and access the opportunities  
from climate change and the transition  
to a sustainable energy economy.  
It enables fiduciaries to meet their  
legal duties to beneficiaries. 

All funds undergo some rebalancing  
of assets on an ongoing basis. 

1.2  WHAT IS DIVESTINVEST?

MITIGATING RISKS, GRASPING 
OPPORTUNITIES

  FOSSIL-FUEL 
DIVESTMENT HAS 
THE POTENTIAL TO 
REDUCE OVERALL 
PORTFOLIO RISK 
BECAUSE OF ENERGY 
SECTOR VOLATILITY. 

   
MSCI ESG Research1

700 organisations from more than  
76 countries with over $5.5tn of  
assets under management commit to 
stop investing in fossil-fuel companies.
Of this, $1.5tn has been publicly 
committed to invest in climate solutions.

2017 ended with significant 
announcements from leading financial 
institutions: The largest asset owner in 
the world, Government Pension Fund 
Global was advised by Norges Bank to 
divest all oil stock; New York City and 
State leaders, with a combined value  
of $390bn committed to divest all fossil-
fuel companies; and the World Bank 
Group announced it would no longer 
finance coal, oil or gas. 

For more background and to 
understand the reasons why Investors 
chose to DivestInvest see:  
divestinvest.org.

DivestInvest is a means to conduct  
that rebalancing while also mitigating  
the financial and reputational risk to 
investors from fossil-fuel companies.  
It enables exposure to companies  
with a more positive outlook. Together, 
these actions also support the energy 
transition which further mitigates the  
risk of climate change.

Many investors who decide to adopt 
a DivestInvest strategy see it as an 
extension of their fund’s engagement  
on climate change. Investor activities  
such as government and investee 
company engagement are 
complementary initiatives. Investors 
may also look to reduce further carbon 
emissions in their portfolio before or 
after choosing to DivestInvest.

As of January 2018, the global  
Divestment movement has seen over  

 Greater Gabbard offshore wind farm

1 1 INTRODUCTION AND RATIONALE INTRODUCTION AND RATIONALE
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Some investors may find that the steps 
to DivestInvest described below in 
Section 2 are not feasible at the time 
of trying, or the asset classes are not 
accessible. There may not be a fund 
manager providing fossil-fuel free 
passive equity products in your region, 
for instance. Investors can still make 
progress, for example by investing in 
other asset classes, such as renewable 
generation projects.  

Organisations often choose to 
work with their peers to overcome 
impediments to their individual 
DivestInvest pledges, for example, by 
collectively approaching fund managers 
to encourage the development 
of suitable investment products. 

In January 2016, the mayor of 
Copenhagen, Frank Jensen,  
announced the city’s 6.9 billion  
kroner ($1.04bn) fund would stop 
investing in oil, coal and gas to fulfil its 
ambition to be a carbon neutral city. 
 
At the time, none of the Danish capital’s 
asset managers – Jyske Bank, Maj Invest, 
Danske Capital and Nordea – offered 
DivestInvest aligned products. Eight 
months later, Jyske Bank and Danske 
Capital had set up fossil-fuel free 
products. Both reported they did not 
expect to see a decline in performance.

Today, several more Danish asset 
managers offer fossil-fuel free products, 
including Alm. Brand Asset Management. 

  JYSKE BANK AND 
DANSKE CAPITAL HAD 
SET UP FOSSIL-FUEL 
FREE PRODUCTS. 
BOTH REPORTED THEY 
DID NOT EXPECT TO 
SEE A DECLINE IN 
PERFORMANCE.    

PRODUCT INNOVATION CASE STUDY: 
COPENHAGEN, JYSKE BANK AND DANSKE CAPITAL

Additionally, many investors who support 
and are able to DivestInvest want to 
maximise the impact they can have in 
the sector. As Mercer put it, we need 
“Climate-aware future-makers [who] 
make a concerted effort to influence 
systemic, market-wide outcomes.”2 
 
To this end, we have identified 
additional steps investors can take  
to accelerate the energy transition  
by using their financial leverage 
and influence across the financial 
community:

• Create new investment vehicles  
to access new technology

• Create new funds
• Create new benchmarks
• Reassess credit risk of oil and  

gas compared to clean energy 
• Help fund the actors and initiatives 

accelerating change
• Join the DivestInvest network

If you are already working with other 
investors on these issues, or are 
interested in discussing them further, 
please get in touch:  
divestinvest.org/about/contact.

1.3  STEPS FOR 
 ACCELERATING  
 DIVESTINVEST IN THE 
 WIDER FINANCE SYSTEMS

1 1 INTRODUCTION AND RATIONALE INTRODUCTION AND RATIONALE
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Fossil-fuel investments have been major 
components of investment portfolios 
for decades, helping investors meet 
long term growth and short-term yield 
targets. This is changing. Fossil-fuel 
extraction companies no longer seem 
to be the drivers of market or portfolio 
returns. MSCI found that from 2010 
through to July 2017, the indexes  
which excluded fossil fuels such  
as the “MSCI ACWI ex Fossil-fuels  
indexes” performed better in terms  
of performance, risk, and returns  
than the parent index.4

A study by Warwick Business school 
found that from 2004–2015, the impact 
on portfolios of screening out fossil 
fuels was insignificant on a developed 
market portfolio and beneficial in 
emerging markets.5 Similarly, in another 
indication of the changing landscape, 

Positive financial returns from 
DivestInvest activities are expected 
to continue for long term investors. 
Analysis from Mercer suggests the 
renewables sub-sector could see 
average annual returns increase by 
between 6% and 54% over a 35-year 
time horizon (or between 4% and  
97% over a 10-year period) compared  
to the oil sector, which could see 
expected average returns falling  
from 6.6% to 2.5% per year.7 

Impax Asset Management found  
a full divestment strategy that excluded 
companies involved in extraction and 
production of coal, oil and gas delivered 
a return of 45 basis points in excess  
of the “do nothing” MSCI World index, 
with limited impact on tracking error.6 

DIVESTINVEST MITIGATES THE
RISKS OF INVESTING IN FOSSIL 
FUEL COMPANIES

DIVESTINVEST SEIZES THE 
OPPORTUNITIES OF A ZERO 
CARBON ECONOMY

MORE INVESTMENT IS NEEDED 
IN RENEWABLE ENERGY

  LONG-TERM INVESTORS ARE INCREASINGLY 
AWARE THAT FOSSIL FUELS ARE GOING TO BE IN 
DECLINE, TO BE REPLACED BY CHEAPER AND 
CLEANER RENEWABLE ENERGY SOURCES.    
MSCI ESG Research3

Total investment in low carbon energy forecast versus investment  
necessary to keep to 2˚C
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For these returns to materialise, 
investment in new renewable power 
generation must increase 75% above 
the current expected trajectory. That 
amounts to a potential investment 
opportunity of $12.1tn in new renewable 
electric power generation over 25 years, 
or $485bn/year on average. The “gap” 
between meeting this challenge and 
investment already forecast to occur  

is $5.2 tn, or $208bn/year over 25 years.  
One of DivestInvest’s key aims is to 
support investors to fill this gap. 

1 1 INTRODUCTION AND RATIONALE INTRODUCTION AND RATIONALE
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Investing in fossil-fuels is increasingly risky.  
The energy transition presents big financial 
opportunities.

By 2020, all new energy 
will be from renewables. 
Renewable energy is now 
cheaper than fossil-fuel 
energy in most countries 
and is continuing to fall 
in price. Solar power is 
more than 80% cheaper 
than 10 years ago. 

Falling demand for 
fossil-fuels is disrupting 
financial markets.
Coal companies went  
into bankruptcy in 2016 
after just a 2% drop in 
demand. As demand falls 
for gas and oil, this will 
lead to stranded assets 
and falling share prices  
in those sectors too. 

Keeping the world 
below 2°C is a $12.1tn 
investment opportunity. 
From venture capital to 
mainstream equities,
investors can find good 
returns from sustainable 
energy technology and 
other climate solutions.

If we are to stay well 
below 2°C, as the Paris 
Agreement requires, 
more than 75% of fossil-
fuel reserves have to 
stay in the ground.  
Fossil-fuel companies 
are therefore facing  
the reality of stranded  
assets and $33tn  
lost revenue.

There are an increasing 
number of legal cases 
against fossil-fuel 
companies for damage 
caused by climate change 
and for misleading 
investors about the risks 
of climate change. This 
increases the financial 
risks of investing in  
these companies. 

Demand for fossil-fuel 
power is expected to 
decline from 2020.
Renewable energy and 
electric cars becoming 
cheaper, as well as 
government policies  
to address climate 
change and pollution,  
are driving the change. 

1.4  A SUMMARY OF THE FINANCIAL ARGUMENTS FOR DIVESTINVEST

1 1 INTRODUCTION AND RATIONALE INTRODUCTION AND RATIONALE
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2 IMPLEMENT YOUR DECISION TO DIVESTINVEST: 6 STEPS FOR TRUSTEES AND MANAGEMENT

00 

Each organisation will make its own decisions on 
how best to accomplish its goal to DivestInvest. 
This section is based on a combination of best 
practice recommendations from leading thinkers 
in the finance sector as well as the experiences of 
organisations who have already begun to implement 
a commitment to DivestInvest.

The following steps are recommended 
to implement a decision to DivestInvest. 
The chronology of the steps may 
vary between organisations. Some 
organisations might feel they are able  
to implement DivestInvest in fewer  
than the six steps recommended here. 
Others may choose to add additional 
steps such as carbon footprinting 
analysis, the process for which is  
well documented elsewhere.8
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  IMPLEMENT DIVESTINVEST: 6 STEPS

Review Investment 
Beliefs
Articulate or review 
and (where necessary) 
update your investment 
beliefs to establish a 
shared understanding  
of the investment risks
and opportunities 
associated with  
climate change.

Establish exclusion 
and inclusion criteria 
Establish criteria for
screening companies 
(both positively and 
negatively) that are 
easy to understand and 
empower managers to 
deliver your mandate.

Review investment 
policies 
Amend your policies to 
reflect your approach
to DivestInvest.

Update your risk register
Update your risk register 
with an analysis of the 
cumulative and variable 
risks to existing asset 
classes in the portfolio
under several climate 
scenarios.

Review your benchmark
Assess the suitability of 
the benchmarks you are 
using to evaluate fund 
managers and guide 
investment decisions.
Decide how rigidly you 
want to follow them 
and whether alternative 
benchmarks may be 
more suitable.

Select suitable fund 
managers and 
consultants
Select fund managers 
and consultants who will 
deliver your mandate.

2 IMPLEMENT YOUR DECISION TO DIVESTINVEST: 6 STEPS FOR TRUSTEES AND MANAGEMENT 2 IMPLEMENT YOUR DECISION TO DIVESTINVEST: 6 STEPS FOR TRUSTEES AND MANAGEMENT
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2.1  INVESTMENT BELIEFS QUESTIONS TO CONSIDER INVESTMENT BELIEF CASE STUDY: 
ENVIRONMENT AGENCY PENSION FUND, UK

The beliefs should set out your view on 
the risks associated with climate change 
and the energy transition, especially 
those posed by fossil-fuel extraction 
companies, and the opportunities 
offered by climate solutions. They  
could articulate how DivestInvest 
enables the portfolio to address  
these risks and opportunities.

All organisations have a fiduciary duty 
to assess and report on financial risk 
of climate change, added to which 
charitable organisations must align 
their investments with their mission. 
In the UK, charities must ensure their 
investments do not conflict with  
their charitable objectives.9 Charity 
directors may wish to explicitly  
mention this viewpoint in their 
investment beliefs document.

We believe that:

• Climate change presents a systemic 
risk to the ecological, societal and 
financial stability of every economy 
and country on the planet, with the 
potential to impact our members, 
employers and all our holdings in  
the portfolio. 

• Climate change is a long-term 
material financial risk for the Fund, 
and therefore will impact our 
members, employers and all  

Articulate or review and (where 
necessary) update your investment 
beliefs to establish a shared 
understanding of the investment 
risks and opportunities associated 
with climate change.

 
  ACTION POINT: STEP 1

our holdings in the portfolio.
• Considering the impacts of climate 

change is both our legal duty and  
is entirely consistent with securing 
the long term returns of the  
Fund and is therefore acting in  
the best long-term interests of  
our members. 

• Selective risk-based disinvestment 
is appropriate but engagement for 
change is an essential component 
in order to move to a low carbon 
economy.

1 What values and beliefs are  
important to our organisation?

2 What values and beliefs are  
important to our beneficiaries  
and other close stakeholders? 

3 What do we know, believe and 
agree on about the investment  
risks and opportunities associated 
with climate change?

4 For Charities: to what extent do 
investments in fossil fuels conflict 
with our charitable goals?  

2 IMPLEMENT YOUR DECISION TO DIVESTINVEST: 6 STEPS FOR TRUSTEES AND MANAGEMENT 2 IMPLEMENT YOUR DECISION TO DIVESTINVEST: 6 STEPS FOR TRUSTEES AND MANAGEMENT

The following is an extract from EAPF’s Investment beliefs. 
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CASE STUDIES: 
EXAMPLES OF EXCLUSION AND INCLUSION POLICIES

The Wallace Global Fund, with an 
endowment worth $160m, “will avoid 
investment in companies that play key 
roles in the exploration, production, and 
retailing of fossil fuels, especially coal”.

RS Group, a family office based in 
Hong Kong, has decided to “divest 
from all exposures to coal, oil and gas 
exploration and production companies”.

Green Century Capital Management  
The International Index Fund does  
not invest in, and the World ex USA  
SRI ex Fossil-fuels Index excludes, 
companies that explore for, extract, 
produce, manufacture or refine coal, oil 
or gas or produce or transmit electricity 
derived from fossil fuels or transmit 
natural gas or have carbon reserves. 

The City of Copenhagen, with 6.9 billion 
kroner ($1.04bn), has committed to 
divest from all companies earning more 
than 5% of revenue from coal, oil, and 
gas prospecting, extraction, refining, 
and equipment and services.

AXA excludes companies which derive 
more than 30% of their revenues from 
coal, have a coal-based energy mix  
that exceeds 30%, actively build new 
coal plants, or produce more than  
20 million tonnes of coal per year.  
This commitment amounts to Euro  

2.2.1  SETTING THE SCOPE 
 OF EXCLUSIONS

Many investors choose to exclude, 
as a minimum, the 200 largest fossil-
fuel companies by reserves.10 Some 
go further and seek to exclude more 
companies that they identify as 
particularly vulnerable to a collapse 
in the fossil-fuel supply chain of 
prospecting, extracting, refining, 
equipment and services.

Recently, some companies have  
decided to exclude companies they  
feel are “not compliant with the Paris 
Climate Agreement,”11 for instance,  
due to lobbying against climate 
policies12, or for having business  
plans that take them beyond 2°C. 
Investors may also choose criteria  
based on a percentage of revenues 
derived from fossil-fuel activities.

2.2  EXCLUSION AND 
 INCLUSION CRITERIA

Establish criteria for screening 
companies (both positively and
negatively) that are easy to 
understand and empower 
managers to deliver your mandate.

2.4bn excluded from coal. Axa has  
a target of investing Euro 12 billion in 
green investments by 2020. This is  
after they achieved the initial 2020 
target, set in 2015, three years early.14

 
Allianz: Allianz has committed to  
divest its equity stakes in coal based 
business models. This extends to  
mining companies deriving 30% or 
more of their revenues from thermal 
coal, and electric utilities deriving  
30% of more of their generated 
electricity from thermal coal.15

As of 2016, they had Euro 4.6bn  
equity and debt investments in 
renewable energy.16

Alm. Brand Asset Management,  
the Danish financial services group 
exclude companies which have more 
than 5% of their revenues derived 
from fossil-fuel activities. Alm. Brand 
estimates that they exclude 1,700 out 
of an investable universe of 30,000 
companies using this method.

SCOR, the French reinsurance 
company, has divested from  
companies deriving more than 30%  
of their turnover from thermal coal. 
The commitment applies to all asset 
types, including fixed income securities, 
equities, loans and other investments.”17

2.2.2   CHOOSING WHAT TO 
  INCLUDE

Getting the right exposure to climate 
solutions, through “positive screening” 
for example, is as important as what is 
excluded. There are investable climate 
solutions that address mitigation and 
adaptation in virtually all markets. 
Examples include companies and 
projects delivering resource efficiency; 
sustainable energy generation, storage 
and transmission; low carbon transport 
and buildings; and sustainable  
agriculture and forestry. 

One approach is to prioritise 
“environmental leaders” where after 
screening out fossil-fuel extraction 
companies, investors pick securities 
which perform best in their sector for 
ESG, or equivalent metrics. The criteria 
for ESG evaluations can differ greatly 
between fund managers, so be sure  
to understand the underlying 
assumptions of any metrics.

Section 3 illustrates the broad range 
of fossil-free investment options for 
investors, grouped according to  
different asset classes. 

What route investors choose depends 
on the rationale of their decision. Easily 
communicable policies are particularly 
favoured by those with diverse 
stakeholders, including retail investors.13

2 IMPLEMENT YOUR DECISION TO DIVESTINVEST: 6 STEPS FOR TRUSTEES AND MANAGEMENT 2 IMPLEMENT YOUR DECISION TO DIVESTINVEST: 6 STEPS FOR TRUSTEES AND MANAGEMENT
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2.3  INVESTMENT POLICIES

Most straightforwardly, investors can 
insert their exclusion and inclusion 
criteria into their investment policy.  
A more detailed policy may refer  
to risk management and return targets  
and outline any potential constraints  
on the strategy. Investors may also  
want to update their instructions for 
asset managers.

Further guidance on constructing  
full responsible investment policies  
is available from UNPRI18 and, for 
charities, Charity Finance Group/ 
Charity Investors Group.19

Amend your policies to reflect 
your approach to DivestInvest.

QUESTIONS TO CONSIDER

1 What are the options available 
to mitigate the impact of climate 
change on the specific asset  
classes under consideration? 

2 What do we want to achieve from  
a divestment policy?

3 What is our timeframe to implement 
a commitment to DivestInvest?

4 How will we assess our progress 
and achievements?

5 What combination of 
methodologies will we use?  
Option to consider include:

  a Exclusions
  b Investment in  

  climate solutions
  c Reducing our carbon footprint  

  across the whole portfolio
  d Specific sector or   

  company weightings
  e Using carbon indices
  f Engaging investee   

  companies about their   
  transition to a net zero- 
  carbon economy

6 What are the return expectations 
from the changes we might adopt? 

7 What are the transition costs  
to change portfolio?  

8 Are there any governing documents 
or legal and reporting requirements 
where we need to make reference  
to the policy? 

9 Do we need to issue amendments 
to our existing Investment 
Management Agreements and 
communicate this to appointed 
investment managers or in-house 
investment staff? 

10 Do we create a wider 
communications strategy  
to announce the policy?

11 Do we have a robust understanding 
of the current market place of 
advisors and products to assist us 
with the process? Is the process 
competitive? 

12 Which services or suppliers  
do we engage? For example; 

 a Index providers
 b Investment consultant
 c Wealth advisor
 d Fund manager
 e Carbon footprint    

  consultant
 f In-house analyst

2 IMPLEMENT YOUR DECISION TO DIVESTINVEST: 6 STEPS FOR TRUSTEES AND MANAGEMENT 2 IMPLEMENT YOUR DECISION TO DIVESTINVEST: 6 STEPS FOR TRUSTEES AND MANAGEMENT
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INVESTMENT POLICIES CASE STUDY: 
THE CHURCH OF SWEDEN

The Church of Sweden, with Euro 
800m, has produced a comprehensive 
investment policy with clear guidance 
for asset managers on climate change 
and Divest Invest. An extract is 
reproduced here and the full policy 
can be found here: svenskakyrkan.se/
responsibleinvestment.

Climate adjustment – a guide for 
interpretation based upon sectors 
The Church of Sweden perceives climate 
change as a serious threat and therefore 
has a restrictive view as regards 
investments in companies that are 
active in the extraction of fossil energy 
sources. Managers of the Church  
of Sweden's assets are expected 
to instead invest in companies that 
contribute to resolving the climate  
issue in a constructive manner. 

Increased focus on individual equities 
The climate adjustment has two 
aspects. First, the Church of Sweden 
actively looks for companies that offer 
sustainable "climate smart" goods and 
services, sustainable energy sources 
and have energy efficient processes. 
Second, the Church does not invest in 
companies that extract fossil energy 
sources. The focus of all investments  
is to select equities that the asset 
manager determines to be economically, 
socially and ecologically sustainable in 
the long term. 

Less focus on benchmarking 
Succeeding in the first case mentioned 
above requires that the asset manager 
find companies that have processes 
and products that contribute to the 
conversion to a low-carbon economy. 
It is difficult, while actively managing 
funds, to achieve a low Tracking Error 

(the standard deviation between the 
yield of the fund and the yield of the 
benchmark) in indices such as MSCI 
World or DJSI. This is due to the fact 
that the large oil companies make up  
a significant portion of these indices.

We permit (and expect) Tracking  
Errors that are higher in relation to  
more conventional asset management 
that is based upon a relatively high 
adherence to indices regarding exposure 
to different industrial sectors. The asset 
manager should be able to show in 
an analysis how deviations from the 
benchmark have affected yield. The 
fact that the Tracking Error can clearly 
differ between different active asset 
management methods with the same 
benchmark is not in itself unusual.

Sectors that require special screening 
The other aspect of the Church’s 
climate adjustment regards particular 
sectors and equities that do not 
match the Church of Sweden’s overall 
climate goals or intentions stated in 
the Financial policy, and for this reason 
are excluded for investment purposes. 
Today, the world is dependent upon 
fossil energy, but at the same time 
needs to convert to a more sustainable 
energy supply. We believe that it is 
easier for an energy supply company  
to use more renewable energy sources 
to produce heat and electricity than  
it is for oil and coal companies to shift  
to deploy renewable energy sources. 

To date, we are not aware of any 
oil or coal companies that pursue 
development towards the production  
of sustainable energy sources and 
display sufficiently high standards in 
regard to the environment and human 
rights. However, there are a number  
of such energy companies. For this 
reason, we make a distinction between 
extraction companies and energy 
companies in the climate adjustment. 

  MANAGERS ARE 
EXPECTED TO INVEST 
IN COMPANIES 
THAT CONTRIBUTE 
TO RESOLVING THE 
CLIMATE ISSUE IN 
A CONSTRUCTIVE 
MANNER.    

2 IMPLEMENT YOUR DECISION TO DIVESTINVEST: 6 STEPS FOR TRUSTEES AND MANAGEMENT 2 IMPLEMENT YOUR DECISION TO DIVESTINVEST: 6 STEPS FOR TRUSTEES AND MANAGEMENT
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Update your risk register with  
an analysis of the risks to  
existing asset classes in the 
portfolio under several climate 
scenarios.

2.4  UPDATE YOUR RISK REGISTER

These risks should be identified and included in your risk register for 
reporting and analysis purposes. The UK’s Prudential Regulation Authority20 
identified three types of climate-related financial risks:

Assess the suitability of the 
benchmarks you are using to 
evaluate fund managers and 
guide investment decisions. 
Decide how rigidly you want 
to follow them and whether 
alternative benchmarks may  
be more suitable.

2.5  REVIEW YOUR 
 BENCHMARK

Other useful resources on  
climate-related risk include the 
Task Force on Climate-related 
Disclosures21; “Trillion-Dollar 
Transformation”22 (Mercer and 
CIEL); and “The Investment 
Perspective” (EY).23 

Physical 
Risks that could 
arise from climate 
and weather-related 
events, such as floods 
and storms, which  
can damage property 
or disrupt trade.

Transition  
Risks that could arise 
from the process of 
adjusting to a lower-
carbon economy,  
such as changes in  
policy, technology,  
or investor sentiment.

Liability 
Risks that could  
arise from parties  
who have suffered  
loss or damage.

  WE PERMIT,  
AND EXPECT, 
TRACKING ERRORS 
THAT ARE HIGHER IN 
RELATION TO MORE 
CONVENTIONAL ASSET 
MANAGEMENT.     
Church of Sweden

Investors will often use a benchmark 
to evaluate an investment strategy. 
Standard market capitalization 
benchmarks, such as MSCI ACWI or 
FTSE All-Share, represent global or 
national equity markets and define a 
market’s risk, referred to as the market 
‘beta’. Asset owners commonly adopt 
an index as a policy benchmark for their 
asset allocations. Investors also use 
indexes as performance benchmarks to 
monitor their external asset manager, 
and as the basis for passive investment 
products such as mutual funds and 
Exchange Traded Funds (see Passive 
Equity in Section 3.2).

The finance community is becoming 
increasingly vocal around the potential 
systemic risk embedded in some 
benchmarks.24 If investors wish to 
change their exposure to particular risks, 
benchmarks can be created to address 
this situation. Index providers including 
MSCI, FTSE Russell, S&P Dow Jones, 
Fossil-free Indexes and others are now 
publishing new benchmarks to gauge 
the size, opportunities and returns of  
a low carbon economy while including 
no or low fossil-fuel exposure.25
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APPLYING NEW BENCHMARKS CASE STUDY: 
SWISS RE

APPLYING NEW BENCHMARKS CASE STUDY: 
AP4

In June 2016, The Fourth Swedish 
National Fund (AP4), one of Sweden’s 
leading pension funds with US$35 
billion assets under management, 
allocated 21.8 % of its global equity 
portfolio to low-carbon strategies. 

AP4 intends to benchmark its regional 
equity portfolios against MSCI Low 
Carbon Leaders Indexes in Europe, 
Emerging Markets, North America  
and Pacific. The equity portfolio in  
Asia Pacific (ex-Japan) will track the 
MSCI Low Carbon Target Index.

In July 2017, Swiss Re announced 
they had moved their entire $130bn 
investment portfolio to track ESG 
benchmarks. The exract below  
is taken from Swiss Re’s report 
“Responsible Investments –  
Shaping the future of investing”. 

2 IMPLEMENT YOUR DECISION TO DIVESTINVEST: 6 STEPS FOR TRUSTEES AND MANAGEMENT 2 IMPLEMENT YOUR DECISION TO DIVESTINVEST: 6 STEPS FOR TRUSTEES AND MANAGEMENT

New benchmarks are not only used  
for performance measurement  
but also for the definition of the 
investment universe. Any benchmark-
eligible investment needs to have  
a minimum ESG rating. Based on that, 
the investment universe shrinks to 
around half of the parent index for  
the equity benchmark and to around 
three quarters for the corporate  
credit benchmark. 

For buy and hold portfolios, ESG 
benchmarks define the eligible 
investment universe. For actively 
managed portfolios, portfolio managers 
are given some additional but limited 
investment flexibility. They are allowed 
to invest a small percentage in off-
benchmark investments with additional 
ESG rating restrictions based on their 
own ESG assessment. The approach  
to select and monitor external 
investment managers is an additional 
component to ensure consistent 
integration of ESG factors. 

Our external managers are required to 
adhere to responsible investing criteria 
and are monitored accordingly. Relevant 
assessment criteria are governance 
and policies, the level of integration in 
the investment process of the external 
manager and reporting.
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2  IMPLEMENTING DIVESTINVEST IN YOUR STRATEGY: 6 STEPS FOR TRUSTEES AND MANAGEMENT

  ENSURE YOU FIND  
A MANAGER WHO GIVES 
YOU CONFIDENCE THAT 
THEY UNDERSTAND 
THE RISKS AND 
OPPORTUNITIES 
PRESENTED.    

Select fund managers and 
consultants who will deliver  
your mandate. 

2.6  SELECT SUITABLE 
 FUND MANAGERS 
 AND CONSULTANTS

Investors may come across fund 
managers who will not offer 
DivestInvest strategies or who will 
only do so at inflated cost. Investors 
can challenge this. All fund managers 
should work to the mandate set by the 
client and described in the investment 
documents discussed above. Ensure 
you find a manager who gives you 
confidence that they understand the 
risks and opportunities presented from  
a fast-changing energy transition and 
the emerging sustainable economy.

When selecting such a consultant 
show them this guide and ask if they 
have relevant expertise and experience 
in assisting in implementing the 
above steps. If not, consider another 
investment consultant. Asset owners 

QUESTIONS FOR FUND 
MANAGERS AND ADVISORS

1 What services do you provide  
to support organisations wishing  
to implement a divestment or  
decarbonisation strategy? 

2 What are the skills and experience  
of responsible team members in 
this area? 

3 How do you incorporate climate 
risk into your investment process?

4 How do you assess and report  
on divestment and what is your 
policy on disclosure of assets?  

who have progressed on their 
DivestInvest commitment have  
reported that the quality and experience 
can vary substantially between teams  
in the same consultancy. 

It is not uncommon for asset owners 
to have multiple consultants. They 
may have a fund manager who then 
outsources “climate aware” investment 
advice to specialist firms.26 Asset owners 
should be aware of this, and ensure  
they are comfortable with any 
associated fees. Fund managers  
should normally absorb such costs. 

2 IMPLEMENT YOUR DECISION TO DIVESTINVEST: 6 STEPS FOR TRUSTEES AND MANAGEMENT
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Investing in “climate solutions” is not new, although 
the scale of change is too slow. As of May 2017, 
some 72% of respondents to an Institutional 
Investors Group on Climate Change (IIGCC) survey 
said they have already made sustainable investment 
allocations amounting to €53bn in total.27 

As the International Finance Corporation 
has shown28, the potential investment 
opportunity across a range of sectors  
is substantial.

OPPORTUNITIES ACROSS ALL 
ASSET CLASSES

Innovation in the finance community 
over the last 5 years has provided 
investors with fossil-fuel free options  
in all asset classes.

There is a growing range of fund 
managers offering products that  
access clean energy and climate 
solutions investment opportunities. 
Some funds may market themselves as  
fossil-fuel free but retain an amount of 
fossil-fuel investment, as the Waterloo 
Foundation found (see case studies),  
so due diligence is required to ensure 
your mandate is met. A 2016 survey  
of US SRI investors found over half 
manage portfolios that are entirely free  
of fossil-fuel extraction companies.29

A primary consideration for investors 
looking to DivestInvest is to identify 
alternative sources of yield to the 
Energy Sector. This can be achieved  
in diverse ways depending on the size 
and risk appetite of a fund. Some will 
replace like for like through the same 
sort of investment in other sectors, 
others will look to rebalance the  
asset classes in the portfolio.

This section is divided into the main  
asset classes to reflect the diverse  
needs of investors: 

• Active
• Passive 
• Fixed income
• Real estate 
• Private equity
• Infrastructure 
• Direct investment in renewables
• Infrastructure funds
• Impact investing

 Building Crescent Dunes Solar  
 Thermal Facility, Nevada
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THE INVESTMENT POTENTIAL ACROSS SECTORS

Renewable power 
investments could 
climb to $11tn a year 
by 2040 – if reforms 
such as renewable-
energy auctions,  
land-title reforms, 

and supportive energy-storage policy 
frameworks are implemented.

Trillions of dollars 
in investments in 
sustainable urban 
transportation could 
be mobilized in the 
coming decade –  
if governments issue 

mandates to enable infrastructure 
investments and adopt municipal 
transit plans that spur innovations 
such as light rail.

Investments in water 
supply and sanitation 
could exceed $13 
trillion by 2030 –  
if governments 
establish water 
pricing at 

predictable and sustainable levels 
to increase the creditworthiness of 
utilities while entering into public 
private partnerships and adopting 
performance-based contracts.

Investments in 
climate-smart urban 
waste management 
could reach $2 trillion 
– if cities work to 
attract private sector 
participation through 

improved regulatory and enforcement 
frameworks, using economic 
incentives and cost-recovery 
mechanisms such as feed 
-in tariffs, and driving waste-
conscious consumer behavior.

Investments in off-
grid solar and energy 
storage could reach 
$23bn by 2025 –  
if countries use 
differentiated tariffs, 
clear technical and 

safety standards, and targeted 
financial incentives while supporting 
new business models for community-
based solar, such as Pay-as-You-Go 
and innovative finance solutions  
such as securitized assets.

Investments in green 
buildings could reach 
$3.4tn by 2025 in key 
emerging markets –  
if countries adopt 
better building codes 
and standards and 

create targeted financial incentives 
such as green-building certification 
and mandatory benchmarking 
of energy and water use. Other 
important reforms should encourage 
new utility business models, such as 
green mortgages and energy service 
companies.

Trillions of dollars 
of agribusiness 
investment will 
become more 
“climate-smart” – 
if governments ensure 
property rights, good 

transportation infrastructure, and 
regulations and fiscal policies that 
encourage climate-smart investment 
while promoting improved farmer-
training practices and using financial 
innovations to provide working  
capital for farmers.
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Source: International Finance Corporation, Climate Investment Opportunities Report, 2017
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3.1  ACTIVE EQUITY

Fund managers who specialise in active 
equity strategies offer both negatively 
and positively screened funds. 
Negatively screened funds exclude 
controversial sectors including fossil-
fuel companies. Positively screened 
funds in contrast focus explicitly 
on businesses and sectors that are 
positioned to enable and benefit from  
a low carbon economic transition.  

DivestInvest strategies with active 
managers allow asset owners to  
apply clear criteria for the removal  
of fossil-fuel investments and can also 
provide positive exposure to areas of 
the economy that are positioned to 
benefit from growth in lower carbon 
sectors. Broadly there are two types of 
strategy that provide positive exposure 
to low carbon and sustainable sectors:

1 Thematic: These strategies focus 
on sustainability-related themes as 
the central part of their investment 
strategy. They invest in opportunities 
across a range of environmental 
themes such as clean energy 
and water management as well 
as opportunities in healthcare, 
education and other sustainable 
goods and services. These types  
of multi-thematic funds allow for  
a wider spread of exposures that  
help manage risk and volatility.

2 Pure-play: These investments 
tend to be concentrated into more 
narrowly structured opportunities 
that focus on a single theme such as 
water (including water infrastructure, 
technologies and utilities), renewable 
energy and energy efficiency.

The range and type of strategies 
that are available varies according 
to jurisdiction. For example, useful 
further information can be found for 
the UK (3dinvesting.com), Switzerland 
(partnersforsustainability.ch) and the  
US (fossilfreefunds.org).

3.2  PASSIVE EQUITY

Fossil-fuel free Index Funds track  
a benchmark and screen out certain 
stocks, such as those that own fossil  
fuel reserves. They may also tilt to  
add exposure to “positive equities” or 
further reduce carbon emissions in the 
portfolio. The funds are expected to 
produce returns consistent with the 
broader market indexes. 

The market for passive strategies is 
more developed in certain countries 
than others. In the US, many major 
investment houses now offer broadly 
designed fossil-fuel free index funds.30  

In the UK and Europe, these are starting 
to take off, and will expand as more 
asset owners call for them.

For asset owners who have hired  
a manager to run a passive fund and  
are switching to an ex-fossil-fuel index, 
the current manager could implement 
the new strategy with the new index.  
In this case, asset owners do not have  
to hire a new investment manager.  
This saves the time and resources  
that go into switching managers. 

 Sheringham Shoal Offshore Wind Farm
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3.3  FIXED INCOME 3.4  REAL ESTATE

Many asset owners interested in 
climate solutions are attracted to the 
bond market for predictable returns. 
A large number of fund managers 
now offer “sustainable” fixed income 
products to satisfy most risk outlooks. 

Research by Barclays found that 
incorporating ESG factors into fixed 
income led to improved performance 
and need not impact on price. As their 
report said, “Not only is it no longer 
assumed that ‘doing the right thing’ 
will place a drag on portfolio returns; 
rather, it is now seen as prudent to avoid 
investing in companies that have  
a detrimental impact on the world.31”

As with all asset classes, investors will 
need to make their mandate clear to 
ensure the products are suitable for  
a fossil-free portfolio.32 

Institutional investment in green real 
estate is a mainstream asset class.  
The markets are growing in this area 
and a variety of products are offered.33

There is a wide range of real estate 
investment opportunities for a 
DivestInvest-aligned portfolio.  
Investors should look to limit their 
carbon exposure by finding buildings 
which are energy efficient and close 
to sustainable transport routes, and 
ensuring they are suitably resilient  
to flooding and other risks. There are 
widely accepted reporting standards  
for energy and water efficiency  
ratings in the real estate industry,  
such as GRESB.34

  INVESTORS SHOULD LOOK TO LIMIT THEIR 
CARBON EXPOSURE BY FINDING BUILDINGS 
WHICH ARE ENERGY EFFICIENT AND CLOSE TO 
SUSTAINABLE TRANSPORT ROUTES, AND ENSURING 
THEY ARE SUITABLY RESILIENT TO FLOODING AND 
OTHER RISKS.   

3  INTEGRATE CLIMATE SOLUTIONS INTO YOUR PORTFOLIO AND AVOID FOSSIL FUELS

 Acros building with roof garden,  
 Fukuoka, Japan
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3.7  DIRECT INVESTMENT 
 IN CLEAN ENERGY 
 GENERATION ASSETS

Asset finance (direct investment  
into projects) has been a key route  
for investors looking for exposure to 
clean energy, making up $199bn in 
2015 (up from $52.6bn in 2005).38  
Clean energy generation assets are 
attractive as they provide long term, 
relatively predictable returns for  
a wide range of investors, therefore 
aligning with investment horizons.  
With costs coming down, projects 
become especially attractive as they 
cease to rely on government subsidy.

According to the World Economic 
Forum, renewables are already cheaper 
than fossil fuels without subsidies in 
more than 30 countries, and around 
two thirds of the world should reach 
this point in the next couple of years.39 
According to the OECD, target debt 
returns on direct investments range 
from 6%-10%, while target equity 
returns range from 12%–18%.40

3.6  INFRASTRUCTURE

Institutional investors access 
infrastructure through funds,  
debt and equities. Investors should 
check whether extreme weather  
event risk has been evaluated.37

3.5  PRIVATE EQUITY MARKETS

Private equity returns for institutional 
investors have diminished over the 
last thirty years. Fossil-fuel dominated 
energy funds comprise a large part  
of these markets and returns from this 
sector have faltered in recent years.35

However, there are opportunities in  
the private equity market. The ImPact 
report 36, ‘Private Equity and Impact 
Investing: A primer for families’ states 
“private equity investors can help scale 
companies whose products or
services address a critical social or
environmental challenge. Private
equity investment can offer: 

1 Impact at scale in a particular
 geography or sector;

2 An opportunity for an investor
 to contribute their own business
 acumen toward the expansion
 of a company;

3 Commercial financial returns.

  RENEWABLES ARE 
ALREADY CHEAPER 
THAN FOSSIL FUELS 
WITHOUT SUBSIDIES 
IN MORE THAN 30 
COUNTRIES.    
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3.8 INFRASTRUCTURE FUNDS

Infrastructure funds offer institutional 
investors exposure to infrastructure 
assets in a way that minimises the 
regulation, risk and transaction cost 
concerns some have with direct asset 
finance. The funds will look to build  
a mix of equity and debt in an asset.

Analysis from Preqin for 2017 found 
that, by July, fund managers had 
raised $4.8bn for off-market, private 
investment funds investing solely in 
renewables, compared to $1.9bn for 
conventional power infrastructure,  
such as oil and gas.42In 2014, Canadian pension fund  

manager La Caisse de dépôt et 
placement du Québec (La Caisse)  
bought a 25% stake in the London  
Array – the biggest offshore wind farm 
in the world – for £644m (€782m).

La Caisse’s Infrastructure allocation 
amounts to 5.4% of its overall portfolio. 
Between 2010 and 2014 it grew from 
$4.3bn to more than $10bn and 
produced a 13.8% annualized return  
and generated $3.3 billion of net 
investment results. In 2014, the portfolio 
had a return of 13.2%. Net assets in the 
infrastructure portfolio amounted to 
$14.7bn in December 2016.41

DIRECT INVESTMENT IN CLEAN ENERGY GENERATION ASSETS CASE STUDY: 
LA CAISSE DE DÉPÔT ET PLACEMENT DU QUÉBEC

  AS OF JULY 2017, FUND MANAGERS HAD  
RAISED $4.8BN FOR OFF-MARKET, PRIVATE 
INVESTMENT FUNDS INVESTING SOLELY IN 
RENEWABLES, COMPARED TO $1.9BN RAISED 
FOR INVESTMENT IN CONVENTIONAL POWER 
INFRASTRUCTURE.    
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In April 2015, two UK local government 
pension funds, the Greater Manchester 
Pension Fund and London Pensions Fund 
Authority, established the GMPF & LPFA 
Infrastructure LLP (GLIL) to increase their 
exposure to infrastructure, deliver long-
term returns that match their liabilities 
and provide much needed investment  
in major UK infrastructure projects. 

INFRASTRUCTURE FUNDS CASE STUDY: 
THE GMPF & LPFA INFRASTRUCTURE LLP (GLIL)

3.9 IMPACT INVESTING

Impact investing aims to generate 
social and environmental as well as 
financial returns. Investments can 
be made across asset classes. Return 
expectations vary between a simple 
return of capital to risk-adjusted 
market rates. A survey from Global 
Impact Investor Network found 59%  
of impact investors sought risk adjusted 
rates of returns, with 16% targeting 
below market rate. 89% of respondents 
reported the financial performance  
was in line or outperforming relative  
to expectations.43

For more on foundation and family 
office impact investing, The ImPact44  
and PYMWYMIC45 have useful resources.

The Partnership was formed in April 
2015 and seeded with £500m of 
commitments from the two pension 
funds. GLIL completed its first 
transaction in October 2015 with  
a £60m investment into the  
renewable energy sector. As of May 
2017, it had allocated £1.3bn with 
additional participation from West 
Yorkshire, Merseyside, and Lancashire 
pension funds.

  AS OF MAY 2017, IT HAD ALLOCATED £1.3BN 
WITH ADDITIONAL PARTICIPATION FROM WEST 
YORKSHIRE, MERSEYSIDE, AND LANCASHIRE 
PENSION FUNDS.    

 Solar rooftop, Bhutan 
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During 2010, three of the Sainsbury 
Family Charitable Trusts – the Ashden 
Trust, JJ Charitable Trust and Mark 
Leonard Trust – committed to a shared 
long-term goal to move into responsible 
investments in companies which rely on 
or are based on sustainable resources. 
This aligned the trusts’ investment 
policies with their charitable objectives.
 
In making investment decisions that  
take account of social and 
environmental factors as well as 
financial return, the trustees were 
certain that they are fulfilling their 
fiduciary duties. The trusts each 
allocated a proportion of their 
endowments to impact investing to 
achieve a financial return comparable 
with the rest of the portfolio. 

COMMERCIAL IMPACT INVESTING CASE STUDY: 
THE SAINSBURY FAMILY CHARITABLE TRUSTS

Initially, the focus was on four different 
sectors: forestry, microfinance in 
developing countries, renewable energy 
and clean technology infrastructure 
and this was extended to include social 
impact and sustainable agriculture. 

A specialist has been appointed by 
the trustees as advisor on investment 
opportunities in this field. The Trustees 
are interested in sharing their experience 
in impact investing with other investors 
to improve their own knowledge in 
these areas, and also to encourage more 
investors to adopt the same approach. 

The following criteria are applied:

•  Focus on fund allocations rather 
than direct investments. Direct 
investments will be considered  
but only if the underlying assets  
are sufficiently diversified  
(e.g. forestry company operating  
in multiple geographies and  
multiple end markets).

•  Preference for no first-time funds.
•  Minimum investment is no less  

than $500k.
•  Appropriate risk-adjusted returns  

and no sub-market returns  
e.g. ‘soft loans’.

•  Annual return target is 10-12% 
net. Other investments will be 
considered but only under  
special circumstances.

•  Preference for investments that 
provide a yield component as  
well as capital appreciation.

• Lock-up (investment duration)  
of no more than 12 years.

  THE TRUSTEES ARE INTERESTED IN SHARING 
THEIR EXPERIENCE IN IMPACT INVESTING WITH 
OTHER INVESTORS TO IMPROVE THEIR OWN 
KNOWLEDGE IN THESE AREAS, AND ALSO TO 
ENCOURAGE MORE INVESTORS TO ADOPT  
THE SAME APPROACH.    

• Preference for hard currency 
denominated products.

• Existing impact reporting or  
intent to report on impact.

Investments made include the 
following:

•  Global Energy Efficiency and 
Renewable Energy Fund

• Sarona Frontier Markets Fund 
• Kendall Community Solar Fund
• New Forest Company
• Bridges Venture Sustainable  

Growth Fund

Each of these has its own method for 
reporting impact. One of the issues 
noticed by the trustees is that whilst the 
funds report their impact, this does not 
include assessment about whether the 
impact is good or good enough. This 
is an on-going matter of discussion 
between the trusts and the funds. 
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This section includes case studies from the following 
organisations, representing a globally diverse group.  
If you would like to share another case study,  
please contact us via divestinvest.org/about/contact/.

Case Studies

4.1  CHURCH OF SWEDEN

4.2  THE SCOTT TRUST

4.4  TRINITY COLLEGE DUBLIN

4.5  WATERLOO FOUNDATION

4.6  RS GROUP 

4.7  WWF UK 

4.8  THE WOODLAND TRUST 

4.3  ROCKEFELLER
 BROTHERS FUND
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Did you change your investment 
policies? What is the new investment 
policy wording adopted?
We didn’t need to change the wording 
in the policy but we added some 
clarifications on fossil energy sources. 
Please see our financial policy and its 
interpretation guidelines where we 
added clear instructions to the asset 
managers and screening companies.

svenskakyrkan.se/responsibleinvestment

svenskakyrkan.se/combine-investment 
-and-benefits-to-society

Who was involved? Did you do it 
yourself, did you seek external advice?
We did it ourselves.

Has the portfolio performed any 
differently after you changed your 
approach?
We have exceeded our benchmark  
for five consecutive years to date.  
But that can of course not be  
attributed to our climate strategy.

Any recommendations for other 
organisations considering DivestInvest?
Use your common sense, and use your 
power to push the fund managers to 
shape up their products and processes. 
There is huge momentum in the market 
to adjust old and new investment 
products to DivestInvest requirements.

Do you have anything else you’d  
like to add?
It is risky to own fossil energy 
dependent companies! Portfolios  
need to be future-oriented in these  
very transformative times for energy 
supply and demand.

Did you change your investment 
beliefs? How are your investment
beliefs worded?
No, since we already had a strong belief 
that sustainability goes hand in hand 
with long-term, stable value creation 
and financial returns. We want to invest 
in the solutions to global challenges.

Do you have any special  
requirements for your porfolio,  
such as a particular target return? 
Yes.

Approximate AUM of organisation?
€800m.

How does DivestInvest fit into your 
organisation’s wider approach to 
climate change, social responsibility, 
long-term investments and so on?
It is a core part of our investment 
strategy since 2008. We divested from 
coal, oil and gas then, and started  
to invest in climate solutions.

How long did it take? If you have  
not finished the process, how long  
do you expect it will take?
The process of divestment took  
perhaps a year. The investment part  
is still ongoing, since there are many  
new exciting investment  
opportunities out there.

Were there any stumbling blocks  
that made it difficult for you to  
deliver DivestInvest?
Not at all, since we believed this  
will reduce risks and enhance  
returns over time.

Did you change your asset allocation? 
Did you have any requirements that 
made this difficult or easy?
Thanks to our asset allocation,  
with a high ratio of listed equity,  
we have reached our return targets 
and above. We have increased our 
alternative investments to various 
climate impact funds. So, in that sense, 
we have made room in our asset 
allocation for new climate-related 
investments.

4.1
Did you make any significant 
changes to your process or day-to-
day management? What key steps 
did the organisation take to amend 
its investment process to deliver 
DivestInvest? Did you change your risk 
register, benchmarks, fund manager?
In the beginning, we had to replace 
some fund managers. But since we  
only have active management that  
are truly stock pickers, we didn’t  
need to change our benchmark.

4 CASE STUDIES 4 CASE STUDIES
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Do you have any special  
requirements for your porfolio,  
such as a particular target return? 
Market Rate Returns.

Approximate AUM of organisation?
£800m.

How does DivestInvest fit into your 
organisation’s wider approach to 
climate change, social responsibility, 
long-term investments and so on?
DivestInvest is part of a five-pillared 
approach to responsible investment:

• UN PRI – proactively pursue 
commitments under UN PRI. 

• Engagement – we will engage with 
our investment managers on all 
aspects of responsible investment. 
We aim to improve behaviour, 
disclosure and the provision of 
new sustainable and responsible 
investment products. We are also 
developing a direct policy, in order 
to engage with portfolio companies 
directly. We recently joined both 
ShareAction’s Charities Responsible 
Investment Network (CRIN) and  
the Institutional Investors Group  
on Climate Change (IIGCC). 

• ESG integration – we aim to invest 
in managers taking a proactive 
approach to integrating ESG in  
a material way in their investment 

4.2 THE SCOTT TRUST

process. Substantial re-allocations 
were made during the period to 
managers with a clear focus here. 
To emphasise this commitment, 
this was made a distinct new policy 
pillar during the period. Agreed 
commitments will bring the portion 
of the total fund judged to be 
particularly proactive on ESG to  
over a third. 

• Divestment – our investment fund 
has pledged to divest from fossil  
fuels over the medium term. 

• Proactive Investments – we are 
seeking to invest in solutions to  
a sustainable and low carbon 
economy across asset classes

Did you change your investment 
beliefs? How are your investment
beliefs worded?
Investment beliefs are defined in both 
our Investment Policy Statement and 
a separate Statement of Investment 
Principles. Additional information on 
these key policy elements is given below:

Investment Policy Statement (“IPS”)
This details GMG’s overall investment 
policy, including Responsible Investing. 
This is a strategic document setting 
out the framework for all aspects of 
investment policy including responsible 
investment. This states that GMG is 
aware of the wider responsibilities of 

business and believes that companies 
should seek to act in an ethical  
manner. GMG recognises the financial 
materiality of Environmental, Social  
and Governance (ESG) issues for 
companies and the market.
 
The IPS states that GMG’s Investment 
Committee has the responsibility to 
oversee our initiatives with respect 
to socially responsible investing and 
monitor our progress as a signatory 
to the Principles for Responsible 
Investment. They will review annually 
the progress made in respect of ESG 
integration and implementation of 
responsible investing, as reflected  
in the annual RI Transparency and 
Assessment Report.

The IPS further states that GMG 
will make a special effort to include 
socially responsible, sustainable, and/
or responsible investment strategies 
(collectively “SRI” strategies) that are 
more consistent with the organization’s 
principles. The Investment Committee 
will seek to include SRI managers in 

4 CASE STUDIES 4 CASE STUDIES

manager searches when institutional 
quality options are known and 
available. We will favour such managers 
assuming they demonstrate reasonably 
comparable investment characteristics 
(i.e., competitive performance, fees, 
team stability, etc.) relative to their  
non-SRI peers. 

However, the Investment Committee 
will not restrict itself solely to SRI 
options since A) such options may  
not be available in all asset classes 
of interest to the portfolio and/or B) 
available options may be notably 
less compelling relative to non-
SRI alternatives. In addition, best 
efforts will be made to participate in 
active ownership strategies, such as 
shareholder engagement initiatives, 
within the equity portfolio.
 

  WE AIM TO IMPROVE BEHAVIOUR, DISCLOSURE 
AND THE PROVISION OF NEW SUSTAINABLE AND 
RESPONSIBLE INVESTMENT PRODUCTS.    
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Who was involved? Did you do it 
yourself, did you seek external advice?
We have worked alongside our 
investment consultant.

Has the portfolio performed any 
differently after you changed your 
approach?
Managers pursuing more sustainable 
investment strategies have performed 
well over the period since the 
divestment decision was made. 
Solutions to a low-carbon economy 
have become more cost competitive 
as well – e.g. wind and solar renewable 
generation.

How long did it take? If you have  
not finished the process, how long  
do you expect it will take?
The decision to divest over the medium 
term was made in 2015. We are 
divesting over the medium term.

Were there any stumbling blocks  
that made it difficult for you to  
deliver DivestInvest?
In some asset classes, a lack of 
investment product. In these cases,  
we have helped seed new funds or  
set up separate account mandates 
meeting our needs.

Did you change your asset allocation? 
Did you have any requirements that 
made this difficult or easy?
Divested solutions are found within 
the overall strategic asset allocation. 
We have changed what was a simple 
passive equity allocation to a bespoke 
low carbon and fossil-fuel-free 
allocation which also tilts towards 
companies with greater green revenues.

Did you make any significant 
changes to your process or day-to-
day management? What key steps 
did the organisation take to amend 
its investment process to deliver 
DivestInvest? Did you change your risk 
register, benchmarks, fund manager?
We have changed fund manager in 
several cases, seeking divested solutions 
in existing funds, separate accounts,  
or in some cases helping to seed 
innovative new investment products 
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Statement of Investment  
Principles (“SIP”)
This was adopted in 2008 and is 
updated on an ongoing basis. This 
guides GMG’s overall approach to 
responsible investing and is shared 
with all investment managers on 
appointment to ensure alignment 
of the investment portfolio with the 
sustainability focus. We encourage all  
of the underlying managers in the  
fund to be mindful of their reporting  
of ESG and to collaborate with us  
where possible to improve the level  
and quality of disclosure.
 
The SIP states that the companies in 
which the fund invests should seek to act 
and behave in an ethical and responsible 
manner and follow similar values to those 
of the Group itself. GMG believes long 
term sustainability must be at the heart 
of the investment approach in order to 
be consistent with the Group’s values, 
create long-term returns and meet  
the expectations of our readers.

As a consequence, while taking due 
regard of the fund’s primary duty 
of generating strong risk adjusted-
returns, GMG believes that working to 
incorporate environmental, social and 
governance issues into investment 
analysis and decision-making processes 
is important. GMG also believes that the 
incorporation of these issues in analysis 
may positively impact financial returns 
over the long term.

(“divest”). The latter aims to influence 
manager behaviour and provide new 
options for others in the divestment 
community. We have also targeted 
specific investments towards solutions  
to a low-carbon economy (“invest”),  
such as investment in renewable 
infrastructure in private funds. All this is 
done as part of a broader ESG agenda. 
We have also refined and developed 
measurement tools to monitor progress.

The SIP was also updated in 2015 to 
reflect GMG becoming a PRI signatory 
and agreeing to incorporate the six  
core principles of the PRI into its 
investment analysis and decision-
making processes. GMG believes that 
application of the principles improves 
alignment of the investment portfolio 
with its overall mission and with the 
broader objectives of society.
 
The SIP was also updated following  
the significant public announcement in 
April 2015 of GMG’s intention to divest 
from fossil fuels over the medium term 
and to invest proactively in strategies 
which are aimed at supporting the 
possibility of a lower-carbon future.
This decision is based on two principles  
– a belief this it is incumbent on us all 
to protect the environment for future 
generations; and concern that carbon 
reserves may become stranded as 
policymakers take a more proactive 
stance against climate change.
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Do you have any special  
requirements for your porfolio,  
such as a particular target return? 
We seek market-like returns.

Did you change your investment 
policies? What is the new investment 
policy wording adopted? 
Please see: rbf.org/sites/default/
files/mission_aligned_investment_
efforts_2017-03.pdf.

Did you change your asset allocation? 
Did you have any requirements that 
made this difficult or easy? 
Please ask our OCIO, Jameela Pedicini 
(jpedicini@pwpartners.com) at Perella 
Weinberg Partners.Approximate AUM of organisation?

$870m.

How does DivestInvest fit into your 
organisation’s wider approach to 
climate change, social responsibility, 
long-term investments and so on?
In 2010, the Fund set a portfolio 
allocation target of up to 10% for  
Impact Investments. In 2016, this target 
was increased to 20% of the portfolio, 
which the Fund will seek to achieve  
over the next several years, while 
maintaining a diversified portfolio 
to preserve the real value of the 
endowment.

4.3

In September 2014, the Fund pledged  
to a two-step process to address its 
desire to divest from investments in 
fossil fuels as part of its mission- 
aligned investment efforts.

Did you change your investment 
beliefs? How are your investment
beliefs worded?
Motivated by a sense of responsibility 
that has financial, social, and ecological 
dimensions, the Fund prioritizes 
investment policies that enable the 
foundation to achieve its long-term 
financial objectives while aligning its 
investments with its mission of  
helping to build a more just,  
sustainable, and peaceful world.

The Fund has set a portfolio allocation 
target of 20 percent for impact 
investments, which we will seek to 
achieve over the next several years, 
while maintaining a diversified portfolio 

to preserve the real value of the 
endowment. The Fund’s priorities  
for investments from this 20 percent 
pool are focused on opportunities that 
align with the Fund’s grant making 
programs, including those targeted  
at clean energy development.

Did you make any significant 
changes to your process or day-to-
day management? What key steps 
did the organisation take to amend 
its investment process to deliver 
DivestInvest? Did you change your risk 
register, benchmarks, fund manager? 
Please see: rbf.org/news/case-study-
activating-fund’s-endowment-extra-
impact

Who was involved? Did you do it 
yourself, did you seek external advice?
Our Outsourced Chief Investment 
Officer, Perella Weinberg Partners.

Has the portfolio performed any 
differently after you changed your 
approach?
We view the decision to divest from 
fossil fuels as a positive one for our 
endowment, but haven’t yet been able  
to fully measure the financial benefit  
of impact investing.

  IN SEPTEMBER 2014, THE FUND PLEDGED  
TO A TWO-STEP PROCESS TO ADDRESS ITS  
DESIRE TO DIVEST FROM INVESTMENTS IN 
FOSSIL FUELS AS PART OF ITS MISSION-ALIGNED 
INVESTMENT EFFORTS.    
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http://rbf.org/sites/default/files/mission_aligned_investment_efforts_2017-03.pdf
http://rbf.org/sites/default/files/mission_aligned_investment_efforts_2017-03.pdf
http://rbf.org/sites/default/files/mission_aligned_investment_efforts_2017-03.pdf
http://jpedicini@pwpartners.com
http://rbf.org/news/case-study-activating-fund’s-endowment-extra-impact
http://rbf.org/news/case-study-activating-fund’s-endowment-extra-impact
http://rbf.org/news/case-study-activating-fund’s-endowment-extra-impact
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Do you have any special  
requirements for your porfolio,  
such as a particular target return? 
The Endowment Fund provides  
financial support for a wide range  
of specific University activities in 
perpetuity so an annual real return 
of 3%-4% is required in order to fund 
these activities which include providing 
financial support for endowed chairs, 
prizes and scholarships, fellowships, 
financial assistance, academic 
programmes, research, exhibitions  
and Faculty and academic support.  

Did you change your investment 
policies? What is the new investment 
policy wording adopted? 
The Investment Committee approves 
an appropriate investment strategy to 
meet its overall income objective whilst 
minimising risk and maintaining capital 
preservation in the long-term. The 
long-term nature of the Endowment 
Fund provides the capability to withstand 
higher levels of volatility. Any future 
restructuring of the Endowment Fund’s 
asset allocation will continue to screen 
out fossil-fuel extraction companies.

Approximate AUM of organisation?
As at 30 September 2017 the value  
of the Endowment Fund was in excess  
of €188 million. 

How does DivestInvest fit into your 
organisation’s wider approach to 
climate change, social responsibility, 
long term investments and so on?
Trinity College aspires to be a leader  
in sustainability and climate solutions  
in every aspect of the University, 
not only in its investments, but in its 
research and also in how the campus 
operates. Our decision to divest 
from fossil fuels puts the University 
at the forefront of sustainability and 
institutional fossil-fuel divestment.

4.4
Did you make any significant 
changes to your process or day to 
day management? What key steps 
did the organisation take to amend 
their investment process to deliver 
DivestInvest? Did you change your risk 
register, benchmarks, fund manager? 
We engaged extensively with our 
investment manager to identify suitable 
investment vehicles and assets which 
reflected our requirement to screen  
out fossil-fuel extraction companies. 
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Did you change your investment 
beliefs? How are your investment
beliefs worded?
As a result of divestment, and after 
significant engagement with student 

  AFTER SIGNIFICANT ENGAGEMENT WITH 
STUDENT REPRESENTATIVES AND FOSSIL FREE 
TCD (STUDENT SOCIETY), THE UNIVERSITY 
HAS CHANGED ITS INVESTMENT STRATEGY 
TO EXCLUDE INVESTMENT IN FOSSIL-FUEL 
EXTRACTION COMPANIES.    

representatives and Fossil Free TCD 
(student society), the University has 
changed its investment strategy to 
exclude investment in fossil-fuel 
extraction companies which aligns 
with our commitment to a wider 
sustainability initiative.

Were there any stumbling blocks that 
made it difficult for you to deliver 
DivestInvest?
It was our experience that a number of 
appropriate investment vehicles which 
screen out fossil-fuel companies were 
readily available for us to invest in.
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Any recommendations for other 
organisations considering DivestInvest? 
In our experience, it takes time to 
understand the issues and assess the 
implications for an organisation. It was 
very worthwhile to engage with the 
many external parties who are part of 
the DivestInvest movement prior to 
making the decision.

Do you have anything else you would 
like to add? 
This has been a very positive experience 
for the University with constructive, 
positive engagement between the 
University and its students who drove 
the change. Trinity is proud to have 
taken a leadership position on this  
issue as the first University on the  
island of Ireland to divest its oil, coal  
and gas investments and we have 
spoken about our divestment 
experience at various fora.

Did you change your asset allocation? 
Did you have any requirements that 
made this difficult or easy?
We continue to monitor and review 
the investment strategy of the portfolio 
as a result of the prevailing low yield 
environment.   

Has the portfolio performed any 
differently after you changed your 
approach?
The updated portfolio has only  
been in place for a 6-month period  
so whilst performance to date has  
been good, it is too early to provide  
any meaningful insights at this time.  
We continue to monitor  
performance on a quarterly basis. 
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Who was involved? Did you do it 
yourself, did you seek external advice?
Initially a strong student-led campaign 
focused on the issue of fossil fuel 
divestment and engaged with the 
Investment Committee, Finance 
Committee and Board of the  
University to progress the issue. 

The University engaged with external 
bodies such as The Sainsbury Family 
Charitable Trusts and The Wallace 
Global Fund and peer universities with 
relevant experience to understand  
more about the process of DivestInvest 
and the implications of divesting. 
We spoke with European and US 
endowment funds which had divested 
and attended a number of Divestment 
conferences at which fund managers 
presented their strategies and 
approaches to remove investments  
in fossil fuels, reduce exposure to 

  THE UNIVERSITY ENGAGED WITH EXTERNAL 
BODIES SUCH AS THE SAINSBURY FAMILY 
CHARITABLE TRUSTS AND THE WALLACE GLOBAL 
FUND AND PEER UNIVERSITIES WITH RELEVANT 
EXPERIENCE TO UNDERSTAND MORE ABOUT  
THE PROCESS OF DIVESTINVEST.    

climate change financial risk and  
access market opportunities in  
climate solutions. 

Prior to making its decision, the 
Investment Committee sought 
external advice in relation to identifying 
appropriate investment vehicles and 
assets that would be suitable given  
our specific requirements. 
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Did you change your investment 
policies? What is the new investment 
policy wording adopted? 
See previous.

Approximate AUM of organisation?
Undisclosed.

How does DivestInvest fit into your 
organisation’s wider approach to 
climate change, social responsibility, 
long-term investments and so on?
As an active funder of many projects 
which aim to prevent, counteract or 
mitigate the man-made causes of  
climate change, ensuring that our 
investment activity is aligned to our  
core fundraising activities is key for  
us an organisation. The DivestInvest 
initiative chimes firmly with our 
commitments not only to reduce 
the level of human-led harm to our 
environment, but also to actively 
support those projects which take  
a proactive approach to redressing  
the harm which has already been 
caused to our planet through fossil- 
fuel extraction/consumption and 
related activities.

4.5

Did you change your investment 
beliefs? How are your investment
beliefs worded?
It is perhaps more accurate to say that 
we refined and codified our existing 
beliefs, through the production of clear 
criteria against which any investment 
opportunity should be assessed. 

Since 2007 we had wanted to not invest 
in fossil-fuels. In 2015, we realised our 
managers had made direct and indirect 
investments into some coal, oil and gas.

On realising this, we took specific  
steps to actively address climate  
change through our investment strategy. 
In addition to avoiding investments in  
direct equity or fixed income vehicles  
in companies whose primary activity is 
the exploration for and/or the extraction 
of fossil fuels, we have now also actively 
divested ourselves of our few inadvertent 
or historic holdings in this area.

Were there any stumbling blocks  
that made it difficult for you to  
deliver DivestInvest?
No, once we had codified our stance 
to our new fund managers and had 
given clear direction on the way in 
which we wanted our investment 
portfolio managed it was relatively 
straightforward. However, during 
this process it transpired that we had 
historic holdings in a number of tracker 
funds, in which we had invested in line 
with our commitment to supporting 
the developing world, which had 
exposed us to investment in e.g. coal 
power stations. While this exposure 
was inadvertent, it was imperative to us 
that we removed ourselves from such 
holdings, and indeed this task was the 
priority for our new fund managers. 

The process encouraged us to be more 
thoughtful about our investment activity 
generally and so our investment criteria 
now not only exclude engagement in 
fossil-fuel related investment, but also 
stress our desire to support initiatives 
within e.g. the clean energy sector. 

Our key aim is to achieve a sub 1% 
exposure to the fossil-fuel branch  
of the energy sector at all times

Did you make any significant 
changes to your process or day-to-
day management? What key steps 
did the organisation take to amend 
its investment process to deliver 
DivestInvest? Did you change your risk 
register, benchmarks, fund manager? 
We did indeed change our fund 
manager, as we wanted certainty as 
to the extent to which our portfolio 
managers were able to address the 
Foundation’s particular environmental 
concerns in relation to both our  
historic and any future holdings. 

We have since worked with Whitley 
Asset Management to incorporate 
additional levels of scrutiny within our 
investment screening process so as  
to safeguard our stance. These include 
using investment grade credit ratings 
from MSCI’s ESG research process 
and Carbon Disclosure Project scores, 
as well as considering the impact of 
investee companies’ actions on  
tropical rainforests.

4 CASE STUDIES 4 CASE STUDIES

thewaterloofoundation*
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Any recommendations for other 
organisations considering DivestInvest? 
Be sure to drill down into the detail 
of any existing or historic holdings – 
particularly tracker funds and other 
such models – as although headline 
investments may seem to be aligned 
to your interests, there is always the 
possibility of inadvertent exposure.

Always keep in mind that the ‘invest’ part 
of DivestInvest is of equal importance 
to the ‘divest’ part, and challenge your 
fund managers to actively seek out 
investment opportunities which further 
your environmental interests, rather 
than simply avoiding those which go 
against them. 

A trusted, experienced fund manager 
(or one who is willing to take the time  
to learn!) is a must for this task.

Who was involved? Did you do it 
yourself, did you seek external advice?
Our Chair of Trustees, Professor Heather 
Stevens CBE, attended a number of 
DivestInvest events, and was a member 
of the Steering Group established to 
support the initiative, through which we 
were able to learn about the experiences 
of others involved in taking this stance. 
We also received good support from 
Whitley Asset Management, who have 
experience of running ethically-aligned 
portfolios on their clients’ behalf.

How long did it take? If you have not 
finished the process, how long do  
you expect it will take?
Within one year of management,  
we had assurance from our new fund 
managers that our newly codified 
investment criteria were reflected 
within our total investment portfolio.

Has the portfolio performed any 
differently after you changed your 
approach?
Too early to provide an accurate 
comparison.

5 CASE STUDIES

  OUR KEY AIM IS 
TO ACHIEVE A SUB 
1% EXPOSURE TO 
THE FOSSIL-FUEL 
BRANCH OF THE 
ENERGY SECTOR  
AT ALL TIMES.    

4 CASE STUDIES

 Mobisol panel installation 
 Credit: Ashden

2017 Ashden Award winner, Mobisol, 
provides low-income African households 
with high-quality solar home systems that 
are a clean, safe and affordable alternative 
to fossil fuels. Mobisol systems are designed 
specifically for the African market, and are 
powerful enough to meet the energy needs 
of a typical off-grid African household. 
Mobisol raised $25m in 2016 from investors 
including Investec Asset Management.
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Approximate AUM of organisation?
Undisclosed.

How does DivestInvest fit into your 
organisation’s wider approach to 
climate change, social responsibility, 
long-term investments and so on?
RS Group has always taken 
environmental considerations into 
account as part of an integrated
environmental, social and governance 
(ESG) investment strategy. In 2013,  
the Group increased its focus on  
climate change and developed a clearer 
framework on how to incorporate  
these considerations across the 
portfolio and across asset classes. 

4.6

DivestInvest is one of three pillars in 
their strategic approach:

1  Support – INVEST in a wide 
spectrum of climate change  
related solutions across  
mitigation and adaptation  
– using investment capital and 
philanthropic grants.

2  Avoid – DIVEST from the most 
polluting sectors in the portfolio 
including coal, oil and gas 
exploration and production.

3  Engage – ASK investment  
managers to engage with carbon 
intensive companies in sectors 
where the Group is still invested.

RS Group’s decision to divest was also 
informed by the growing DivestInvest 
movement as well as by the Group’s 
support for the Carbon Tracker  

Did you change your investment 
policies? What is the new investment 
policy wording adopted?
RS Group refined their investment 
policy to be up-front about the 
Group’s approach to fossil-fuel intensive 
industries.

1  The Group now has a revenue  
screen that avoids exploration and 
production companies where  
more than 10 per cent of the 
revenue comes from the coal,  
oil and gas sectors. 

Initiative, looking specifically at the 
“carbon bubble” and “unburnable 
carbon” within listed Chinese 
companies, which illustrate the  
financial risk of fossil-fuel holdings. 

RS Group is aware this strategy could 
limit returns in times of economic 
expansion when demand for fossil  
fuels is rising. But in the long term, 
it believes divestment will allow its 
portfolio to avoid some real risks  
related to “stranded assets” and lead  
to more resilient returns. 

“From an Asian perspective, climate 
change is not a distant threat – it is 
happening today. We want to ensure 
that the way our capital is invested  
is part of the solution and not part  
of the problem,” said RS Group 
Principal, Annie Chen.

2  Companies with a clear policy 
towards a cleaner fuel mix (with 
demonstrated results) are allowed 
in the portfolio. Where such 
investments exist, RS Group also 
undertakes active shareholder 
engagement.  

3  The Group communicated with 
their fund managers so they better 
incorporate climate risks in their 
own investment process and when 
engaging with companies.

Did you make any significant 
changes to your process or day-to-
day management? What key steps 
did the organisation take to amend 
its investment process to deliver 
DivestInvest? Did you change your risk 
register, benchmarks, fund manager?
1  Assessed fossil-fuel portfolio 

exposure: the main exposure  
was in an equity tracker fund,  
and this was divested. 

2  Redirected proceeds to invest in  
a number of climate change related 
solutions: including investments  
in funds such as SJF Ventures III 
Fund which accesses companies 
like NexTracker. 

The updated strategy is currently  
active in day-to-day monitoring,  
as well as in evaluation of potential  
new investments.

4 CASE STUDIES 4 CASE STUDIES



72 73 

Were there any stumbling blocks that 
made it difficult for you to deliver 
DivestInvest?
RS Group’s process was relatively 
smooth; however, they have recognized 
the following areas that may be 
potential obstacles for others:

1  The process of the initial research, 
understanding of divestment and 
the complexity and nuances of 

 the topic, including: 

• The carbon bubble/stranded  
asset issue 

•  The state of transition to  
clean fuels 

• How carbon risks are currently  
priced into the market and what  
this means to investment. 

2  Conviction from the asset owner 
to make the final decision – this is 
often the biggest barrier. RS Group 
were fortunate that their principal 
not only cared about the issue, but 
was also very much behind the 
divestment recommendation. 

How long did it take? If you have not 
finished the process, how long do  
you expect it will take?
RS Group gradually divested over  
six months.

Who was involved? Did you do it 
yourself, did you seek external advice?
Once the climate change strategy 
was formalised, RS Group asked its 
fund managers, through an annual 
questionnaire, to share how climate 
change risks are factored into their 
investment strategy. The responses 
illustrated how many were aware of 
climate risks and had already been 
taking steps to mitigate them.

RS group was also advised in the 
process by their Investment Advisor,  
Ivo Knoepfel, and the team at  
Carbon Tracker Initiative.

Has the portfolio performed any 
differently after you changed your 
approach?
Divestment did not change the 
portfolio’s performance in the short 
term. This is in part because of the 
Group’s low exposure to energy stocks 
and the protection this provided against 
losses when the oil prices dropped 
in 2013/14. The general performance 
impact is also nuanced as the Group 
invested in energy efficiency and the 
renewable sector, which may be less 
attractive in times of lower oil prices. 

Divestment execution involved minimal 
additional cost. RS Group sees the 
reinvestment of the divested proceeds 
as a normal part of our investment 
strategy. In the long run, the Group 
believe this will provide both financial 
and non-financial returns.

On the other hand, it may be beneficial 
to sectors that are energy intensive,  
for example, airlines.

Do you have anything else you’d like  
to add? 
1  Start understanding climate change 

risks, specifically carbon risks, and 
exposure to fossil-fuel intensive 
industries. 

2 Don’t be daunted by the complexity 
of the topic. No one has figured it 
out completely, but it doesn’t mean 
we can shy away from this problem 
– taking small steps forward is better 
than running away from the issue. 

3  Leverage existing resources, 
for example research, and learn 
from fellow investors that have 
committed to divest.

4 CASE STUDIES 4 CASE STUDIES
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Do you have any special requirements 
for your portfolio, such as a particular 
target return?
RPI plus 3% p.a. is the target return.

Approximate AUM of organisation?
£19m.

How does DivestInvest fit into your 
organisation’s wider approach to 
climate change, social responsibility, 
long-term investments and so on?
It fits with our climate change work and 
what is expected by our supporters.

Did you change your investment 
beliefs? How are your investment  
beliefs worded?
We have a rigorous investment  
policy with a list of restrictions which 
effectively excludes approximately  
40% of the investment universe.  
Most of the exclusions (including  
fossil-fuel companies) are related  

4.7

to activities which we believe conflict 
with our mission. The main elements 
of the exclusions (including fossil-fuel 
companies) have been in place for  
more than 10 years.

Did you change your investment 
policies? What is the new investment 
policy wording adopted?
As above the exclusion of fossil-fuel  
and extraction companies has been  
in place for more than 10 years.  
The relevant exclusions are:

• No direct investment in oil & gas 
stocks (i.e. exclude the oil & gas 
producers sector and oil equipment 
& services sector).

• No direct investment in companies 
that derive over 0% the fossil-fuel 
industries (EIRIS).

• No direct investment in mining 
stocks (i.e. exclude the mining and 
industrial metals & mining sectors).

• No direct investment in companies 
that derive any turnover from 
mining and quarrying (EIRIS).

• No direct investment in companies 
involved in Tar Sands and Shale  
Oil (EIRIS).

Did you make any significant 
changes to your process or day-to-
day management? What key steps 
did the organisation take to amend 
its investment process to deliver 
DivestInvest? Did you change your risk 
register, benchmarks, fund manager?
This was before my time, but I believe 
there was no change of fund manager.

Were there any stumbling blocks  
that made it difficult for you to  
deliver DivestInvest?
None that I’m aware of.

How long did it take? If you have  
not finished the process, how long  
do you expect it will take?
Not sure but looking back at past 
records it appears that it probably 
was implemented very quickly with 
the exception that there were some 
overseas pooled funds which it 
subsequently transpired did not comply 
with the policy. As a result of this the 
decision was taken approximately  
5 years ago to withdraw from these  
funds and to exclude any investment 
in pooled vehicles unless they clearly 
comply with WWF-UK’s ethical 
investment policy.

Who was involved? Did you do it 
yourself, did you seek external advice?
Not able to answer.

Has the portfolio performed any 
differently after you changed your 
approach?
We have had reviews by our fund 
manager which have indicated that 
there has been no negative impact  
on financial performance of the fund  
as a result and, interestingly, no increase 
in the financial risk level.

Did you change your asset allocation? 
Did you have any requirements that 
made this difficult or easy?
Not able to answer.

Any recommendations for other 
organisations considering DivestInvest?
Bear in mind that often too much of 
an issue is made of the relationship 
between exclusions and risk. We 
exclude approximately 40% of the 
investment universe but it still leaves 
60% of the investment universe and 
if that isn’t enough then maybe it’s 
time to look for a new fund manager! 
Nevertheless, it does demand more  
of the fund manager and so they  
might try and push the case for  
an increase in fees.

4 CASE STUDIES 4 CASE STUDIES



76 77 00 

Do you have any special requirements 
for your portfolio, such as a particular 
target return?
Total return across portfolios of  
inflation plus 4.5%.

Approximate AUM of organisation?
£19m

How does DivestInvest fit into your 
organisation’s wider approach to 
climate change, social responsibility, 
long-term investments and so on?
Our ethical policy informs our 
investment policy.

Did you change your investment 
beliefs? How are your investment  
beliefs worded?
The Trust’s prime ethical consideration 
will be to identify and avoid any obvious 
conflicts of interest between the issues 
concerning the Trust, as defined in 

4.8

the ethical policy, and the objectives/
activities of any company whose shares 
may be acquired for the purpose of 
investment. We do not normally expect 
to transact with organisations involved 
in the following activities:

• Loss of ancient trees and woodland
•  Excessive climate change impacts  

– global
•  Excessive climate change impacts  

– local
•  Unsustainably managed forestry 

practices
•  Loss of biodiversity
•  Poor wildlife management
• Unmanaged trade resulting in tree 

disease impacts
•  Inappropriate development 

impacting woodland habitats
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Were there any stumbling blocks that 
made it difficult for you to deliver 
DivestInvest?
Yes – we could not find a fund that 
delivered DivestInvest and our particular 
ethical consideration in relation to 
woods and trees, especially destruction 
of ancient woodland. In the end we 
opted for a segregated portfolio.

How long did it take? If you have not 
finished the process, how long do you 
expect it will take?
Process took about two years. This 
included the ethical debate. The change 
in investments took about six months.

Who was involved? Did you do it 
yourself, did you seek external advice?
Trustees bought into the ethical 
approach. We worked with current 
investment managers, spoke with 
contacts in the sector and got advice 
from an experienced retired investment 
fund manager as a volunteer.

Has the portfolio performed any 
differently after you changed your 
approach?
Too early to say but we expect it to  
as we’ve changed our asset allocation  
and moved to a segregated mandate. 

If there is a significant contradiction 
between the policies or activities of 
a specific company and the Trust’s 
objectives, then the Trustees may 
decide it is appropriate to instruct the 
relevant investment managers to avoid 
direct investment in that company. 

In regard of the “excessive climate 
change impact” noted above, the Trust 
will limit its exposure to fossil-fuel 
investments. The Trust will avoid direct 
investment in any company which 
derives more than 10% of its  
revenues from:
 
• The extraction of thermal coal
• The production of oil from tar sands 
• The extraction of petroleum

The Trust is mindful of the danger 
of undermining its credibility with 
supporters through its investment 
behaviour. It will therefore seek to limit 
exposure to sin stocks and maintain  
a range of investment exclusions. 

Did you change your investment 
policies? What is the new investment 
policy wording adopted?
Yes – see above.

Did you make any significant 
changes to your process or day-to-
day management? What key steps 
did the organisation take to amend 
its investment process to deliver 
DivestInvest? Did you change your risk 
register, benchmarks, fund manager?
Yes – moving from a pooled fund to  
a segregated portfolio.

Yes – we carried out a tender process 
which lead to the change of one fund 
manager.

  AS CLIMATE CHANGE IS ONE OF THE MAJOR 
THREATS TO WOODS AND TREES THIS CHANGE 
WAS AN OBVIOUS CHANGE TO MAKE AND HAD  
THE FULL SUPPORT OF THE ORGANISATION.    

Did you change your asset allocation? 
Did you have any requirements that 
made this difficult or easy?
Yes, we removed property and 
corporate bonds. We increased 
our allocation to global equities to 
compensate for the number of energy 
companies in the FTSE 100.

Any recommendations for other 
organisations considering DivestInvest?
Linking the investment decision to the 
cause made the case for the change. 
As climate change is one of the major 
threats to woods and trees this change 
was an obvious change to make and 
had the full support of the organisation. 
Start with the ethics of the organisation.

Do you have anything else you’d like  
to add?
This change takes time.
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