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Retirement Investments: Potential for Impact
Global institutional pension fund
assets reached: $40.17 trillion*

Asset under management in 403b
plans exceed:$1 trillion**

Source: Willis Towers Watson - Global Pension Assets Study 2018 in 22 major markets (2018)
Moody’s (2019)

Why should IEN members participate in this initiative:
• IEN Members are making ESG commitments for their endowments and have made
operational/business priorities with the Sustainable Development Goals, and climate change
• A “Blind spot” exists between an organization’s values and the retirement investments it deploys
on behalf of its own employees
• “Mission and values oriented”
• The overwhelming majority of Institutions have not yet aligned their retirement
plans with their sustainability commitments
• University employees increasingly interested in values investment
• Likely to increase post COVID 19 pandemic
• We believe there is:
• Sizable sustainability gap for IEN members
• Market opportunity for the asset management and investment advisory community
• Potential emerging investment culture/values inflexion point.
• Potential for Impact
• The 4,000 colleges + universities in North America represent in a sizable pool of
retirement assets

Integrating Sustainable Investment Options into Higher Ed Retirement Plans
Project Purpose
• Educate and inform advocates
and plan sponsors of potential
ESG opportunities for their
retirement plans

Project Objectives
• Identify the key barriers for
institutions to implement ESG
consideration in their retirement
assets investment

• Help the workforce to invest for a
better world they want to live in
after retirement, while securing
financially and ESG sustainable
fund options

• Develop case studies and a template
that institutions can follow to
consider Sustainable Investment
Options

• Closing an inconsistency in
sustainability strategies

• Assist institutions with overcoming
obstacles to implementation

• Mobilize and measure retirement
assets allocated to ESG-aligned
funds
Scoping Project Review: Aligning Retirement Assets

Model: WBCSD’s “Aligning Retirement Assets” (ARA)
Launched in June 2018
Help companies better align retirement assets, including defined benefit and defined contribution
plans, with their overall sustainability goals by integrating Environmental, Social and Governance
(ESG) considerations

Core Collaboration Partners

20 WBCSD Member Companies

Associate Collaboration Partner

*

*

*

*

*

IEN: Integrating ESG into Retirement Plans
Help IEN members to better align
retirement assets, including defined benefit
and defined contribution plans, with their
overall sustainability goals by integrating
Environmental, Social and Governance
(ESG) considerations
Core Collaboration Partners

TBC

Responsible Retirement Plans
=
Healthy Pension System
+
Positive ESG Impact
IEN Members on Steering Committee (Experts Panel)

TBC

TBC

Collaboration Partner

Seeking
Institutions
to participate
in the initiative
*
*
*
*
*

Outputs for 2020-2021
• Toolkit – Why
• Toolkit – How - A more “tactical” approach to responsible retirement
plans – featuring case studies and resources for practitioners start to have
conversations with the right people internally.
•

Planned Series of Webinars
• Introduction to Initiative
• Fiduciary Duty - Understanding of Regulatory and legal issues
• Employee Engagement
• ESG investment opportunities
• Project Outcomes and next steps

•

Events
• Presentations at IEN supported events and external conferences

• Articles/Thought leadership
• Potential to explore issues related to implementation, using Default
options, attracting employee participation, education of employees etc.

Panel: Panel Discussion with IEN partners/asset managers
Institutional Experience
• Mike Florio, Trustee, Northland College
Panel:
• Jim Roach, Senior Vice President, Retirement Strategies, Natixis Investment Managers
• Sarah Bratton Hughes, Investment Director, US Equities & Sustainability at Schroders

• Will Relle, Responsible Investment Consultant at Mercer

ESG in a Changing World
Understanding trends and demands

Jim Roach
FOR INVESTMENT PROFESSIONAL USE ONLY

The Future of Work
Why ESG Matters
Today’s Responsible Investing
Key takeaways
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The Future of Work

Economy in Transition

The Evolution of the Connection Economy

HUNTER
GATHERER

Animals
to plow

AGRARIAN

Steam
engine

INDUSTRIAL AGE

Internet

INFORMATION AGE

Infographic Source: Coats, Keith. Competitive Advantage: What Matters Most Today and how We Got Here. February 2013. http://www.tomorrowtodayglobal.com/2013/02/21/competitive-advantage-what-matters-most-and-howwe-got-here/
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Social

CONNECTIONS
ECONOMY

Beyond Wages
Tuitions Rise, Salaries Don’t
(change since 1987, adjusted for inflation)
Public university

Private university

Minimum wage

Early career salary

200%

150%

A 2018 survey of US adults showed that by a
margin of four to one, current and potential
employees would prefer wages that were 30%
lower with a robust benefits package to wages
that were 30% higher with no benefits.
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Source: Berman, Jillian and Jay Zehngebot. Paying for Your College, 30 Years Ago vs. Today. November 2017.
Data source: National Center for Education Statistics; National Association of Colleges and Employers; US Department of Labor.

Source: American Institute of CPAs and Harris Poll, November 2018, online survey of 2,026 US adults.
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Why ESG matters

Why ESG – investor demand
Over the past several years there has been growing interest in investments that
align with investors’ values:

75%

of investors would like their
investments to reflect their personal
values1

69%

believe it is important
to make a positive
social impact through
their investments 2

84%

believe it is important to be
invested in companies that are
ethically run1

60%

would like to see more socially
responsible investments in their
retirement plan 3

1 Natixis Investment Managers, Global Survey of Individual Investors conducted by CoreData Research: February-March 2017. Survey included 8,300 investors from 26 countries, of
whom 750 were in the US. 2 Natixis Investment Managers, Global Survey of Individual Investors conducted by CoreData Research, September 2018. Survey included 9,100
investors from 25 countries, of whom 750 were in the US. 3 Natixis Investment Managers Defined Contribution Plan Participants Survey conducted by CoreData Research, January
and February 2019. Survey included 1,000 US workers, 700 being plan participants and 300 being non-participants.
19
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Millennials matter

75%

66%

of the workforce will be Millennials by
the year 2025

of Millennials would likely increase their
retirement plan contributions if they knew their
investments were doing social good*

*Source: Natixis Investment Managers Defined Contribution Plan Participants Survey conducted by CoreData Research, January and February 2019. Survey included
1,000 US workers, 700 being plan participants and 300 being non-participants.
20
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Understanding ESG and financial materiality
Assessing risks and identifying opportunities: financial and environmental and social materiality
Sector

Risks

Opportunities

Energy

• Environmental impacts of energy production
• Human rights of local communities
• Labor rights, health and safety of employees

• Renewable energy
• Low carbon energy
• Access to energy

Health

• Responsible marketing and selling
• Product safety
• Ethical R&D practices

• Access to medicine
• Unmet medical needs
• Research with value-add (e.g., personalized

• Responsible marketing and selling
• Corporate governance
• Mitigating sustainability impacts of

• Sustainable financial products
• Access to financial services
• Financing of sustainable activities

Finance

financial products
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Consumer

•
•
•
•
•

Product safety and quality
Sustainable production and agriculture
Labor rights in the supply chain
Environmental impacts
Responsible marketing

Tech

•
•
•
•

Data privacy and security
Content responsibility
Environmental impact of devices
Labor rights in the supply chain

FOR INVESTMENT PROFESSIONAL USE ONLY

medicine, rare disease research)

•
•
•
•

Health and nutrition
Inclusive business models
Sustainably certified products
Access to sustainable mobility

• Tech as a solution (e.g., biotech in medical
and agriculture, support to renewables)

• Access to internet
• Data security

Today’s responsible
investing

Key Takeaways

• Attracting and retaining talent in an era of economic, technological, and societal transformation is one of
the greatest challenges facing employers today.
• Investors, particularly Millennials, are demanding sustainable investing solutions
• Educational institutions hold the third largest share of ESG assets
• Plans with growing millennial populations may benefit from the addition of responsible investing options in
their plans

FOR FINANCIAL PROFESSIONAL USE ONLY

IEN Webcast
Sarah Bratton Hughes – Head of Sustainability, North America
May 2020

For professional investors only. Not for retail clients

The broad spectrum of sustainability and ESG
Not all sustainability is the same
Financial benefits

Social benefits

Integrated

Sustainable

–

ESG research

–

Best in class

–

Voting

–

Controversy avoidance

–

Engagement

Screened

–

Excluding companies
involved with certain
activities or industries

Source: Schroders, February 2020. The views contained herein are those of the Schroders Sustainability Investment team and are subject to change
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Impact

Philanthropy

–

Specific social benefit

–

–

Potential for
financial return

Address societal
challenge(s)

–

No financial return
for investors

How ESG matters
Three cases ESG can potentially enhance investment performance

Pick up
sustainable
growth

High quality companies tend to have less
ESG issues and Management can execute
business strategy to achieve sustainable
growth

Avoid high
risk companies

Corporate scandal and fraud can destruct
corporate value severely and therefore we
cannot ignore ESG issues of invested
companies

For illustration purpose only.
Source: Schroders. The views and opinions are those of the Schroders Sustainability Investment team and are subject to change
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Turnaround by
engagement

Engagement can lead to resolution or
improvement of ESG issues and that leads to
turnaround of companies business as well as
stock price
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The results
Performance of 11,000 mutual funds 2004 - 2018
Median total returns of sustainable and traditional funds

Key findings
✓ No consistent and statistically
significant difference in total
returns
✓ Sustainable funds experienced a
20% smaller downside deviation
than traditional funds

Source: Morgan Stanley Institute for Sustainable Investing “Sustainable Reality: Analyzing Risk and Returns of Sustainable Funds”, 2019. Performance shown
reflects past performance, which is no guarantee of future results.

Testing the hypothesis in a market downturn
Emerging evidence of resilience
Top 20% of ESG-ranked stocks have outperformed broader US
market

Performance shown reflects past performance, which is no guarantee of future results.
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Companies with lower ESG scores have seen larger EPS cuts

Important information
The views and opinions contained herein are those of the Schroders Sustainable Investment team and are subject to change.
This document is intended to be for information purposes only and it is not intended as promotional material in any respect. The material is not intended as an offer or solicitation for the purchase or sale of any
financial instrument mentioned in this commentary. The material is not intended to provide, and should not be relied on for accounting, legal or tax advice, or investment recommendations. Information herein has
been obtained from sources we believe to be reliable but Schroder Investment Management North America Inc. (SIMNA) does not warrant its completeness or accuracy. No responsibility can be accepted for errors of
facts obtained from third parties. Reliance should not be placed on the views and information in the document when making individual investment and/or strategic decisions. Schroders has expressed its own views
and opinions in this document and these may change.
The opinions stated in this presentation include some forecasted views. We believe that we are basing our expectations and beliefs on reasonable assumptions within the bounds of what we currently know. However,
there is no guarantee that any forecasts or opinions will be realized. The forecasts included in this presentation should not be relied upon, are not guaranteed and are provided only as at the date of issue. Our
forecasts are based on our own assumptions which may change. We accept no responsibility for any errors of fact or opinion and assume no obligation to provide you with any changes to our assumptions or
forecasts. Forecasts and assumptions may be affected by external economic or other factors.
All investments, domestic and foreign, involve risks including the risk of possible loss of principal. The market value of the portfolio may decline as a result of a number of factors, including adverse economic and
market conditions, prospects of stocks in the portfolio, changing interest rates, and real or perceived adverse competitive industry conditions. Investing overseas involves special risks including among others, risks
related to political or economic instability, foreign currency (such as exchange, valuation, and fluctuation) risk, market entry or exit restrictions, illiquidity and taxation. These risks exist to a greater extent in emerging
markets than in developed markets. Investments that focus on a single theme are more susceptible to the risks within those markets, and may exhibit price fluctuations which differ from those of strategies which are
less specialized.
The success of any quantitative research model depends largely upon the effectiveness of the investment team’s quantitative model. A quantitative model, such as the risk and other models used by the investment
team requires adherence to a systematic, disciplined process. The team’s ability to monitor and, if necessary, adjust its quantitative model could be adversely affected by various factors including incorrect or outdated
market and other data inputs. Factors that affect a security’s value can change over time, and these changes may not be reflected in the quantitative model. In addition, factors used in quantitative analysis and the
weight placed on those factors may not be predictive of a security’s value. No investment strategy, technique or model can guarantee future results or eliminate the risk of loss of principal.
Indexes are unmanaged. Investors cannot invest directly in any index. Actual results would vary due to, among other things, fees and expenses. Past performance is no guarantee of future results.
Any backtest/simulated results shown must be considered as no more than an approximate representation of the portfolio’s performance, not as indicative of how it would have performed in the past or may perform
in the future. Simulated returns are the result of statistical modeling, with the benefit of hindsight, based on a number of assumptions and there are a number of material limitations on the retrospective
reconstruction of any performance results from performance records. For example, it may not take into account any dealing costs or liquidity issues which would have affected the strategy’s performance. In addition,
gross returns would be lower if applicable management fees and expenses were factored in to the calculation. There can be no assurance that this performance could actually have been achieved using tools and data
available at the time. No representation is made that the particular combination of investments would have been selected at the commencement date, held for the period shown, or the performance achieved. This
data is provided to you for information purposes only as of the dates of this material and should not be relied on to predict possible future performance. There can be no guarantee that these or any simulated
and/or carve-out results will occur in the future, generate a positive return or protect against loss of principal.
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Important information
Schroder Investment Management North America Inc. (“SIMNA Inc.”) is registered as an investment adviser with the US Securities and Exchange Commission and as a Portfolio Manager with the securities regulatory
authorities in Alberta, British Columbia, Manitoba, Nova Scotia, Ontario, Quebec and Saskatchewan. It provides asset management products and services to clients in the United States and Canada. Schroder Fund
Advisors LLC (“SFA”) markets certain investment vehicles for which SIMNA Inc. is an investment adviser. SFA is a wholly-owned subsidiary of SIMNA Inc. and is registered as a limited purpose broker-dealer with the
Financial Industry Regulatory Authority and as an Exempt Market Dealer with the securities regulatory authorities in Alberta, British Columbia, Manitoba, New Brunswick, Newfoundland and Labrador, Nova Scotia,
Ontario, Quebec, and Saskatchewan. This document does not purport to provide investment advice and the information contained in this material is for informational purposes and not to engage in a trading
activities. It does not purport to describe the business or affairs of any issuer and is not being provided for delivery to or review by any prospective purchaser so as to assist the prospective purchaser to make an
investment decision in respect of securities being sold in a distribution. SIMNA Inc. and SFA are indirect, wholly-owned subsidiaries of Schroders plc, a UK public company with shares listed on the London Stock
Exchange. Further information about Schroders can be found at www.schroders.com/us or www.schroders.com/ca.
PRI Important Information: Schroders is an investment management signatory member of the PRI, the rights of membership for which it pays a fee. The report is provided to member firms at their request. Signatory
scores for each indicator will be peered against all other signatories for whom that indicator was relevant, regardless of their type, size or location. Module level: Signatory scores for each module will be displayed in
six broad performance Bands (A+ to E) at an absolute level as well as relative to peers of a similar type, size or location. Each signatory’s total aggregated module score will be compared to relevant peer groups in a
series of distribution charts.. The PRI document is based on information reported directly by signatories. Moreover, the underlying information has not been audited by the PRI or any other party acting on its behalf.
While every effort has been made to produce a fair representation of performance, no representations or warranties are made as to the accuracy of the information presented, and no responsibility or liability can be
accepted for damage caused by use of or reliance on the information contained within this report. For more information on the methodology, visit www.unpri.org.
Schroders Sustainability Accreditation consist of one of three accreditation marks (Screened, Integrated and Sustainable) and are based on both qualitative and quantitative evaluation conducted by the Schroders
Sustainable Investment team, at either the fund/portfolio level or the management team. For further information about our Schroders Sustainability Accreditation please visit
www.schroders.lu/sustainabilityaccreditation.
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Contact
Schroder Investment Management North America Inc.
7 Bryant Park, New York, NY 10018-3706
212.641.3800
schroders.com/us
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Will Relle
Responsible Investment Consultant
Boston

I N C O R P O R AT I N G R E S P O N S I B L E I N V E S T M E N T
INVESTOR SNAPSHOT
Foundations
University Endowments
Family Office/Wealth Management

Defined Benefit (Public)
Insurers
Defined Contribution (403b)
Defined Contribution (All)
Defined Benefit (Corporate)

• More than 50% of foundations already engage in some form of impact investing, and more than 80% of foundations were at
least somewhat interested in impact investing1)
• Endowments lag foundations but dozens of universities now have RI endowment funds, student led RI funds or address ESG
in IPS2)
• Many family offices/WM boutiques specializing in RI; several large WM firms investing heavily in RI capabilities 3)

• Large public plans are building on a legacy of corporate governance initiatives and looking to incorporate ESG into portfolios

• 37% of US ESG AUM is controlled by insurers4)

• Approximately 32% of plans currently offering a RI option5)

• 8-15% of plans currently offering a RI option5) ; some regulatory uncertainty in ERISA plans

• Focused on other issues

1)

https://missioninvestors.org/sites/default/files/resources/Impact-Investing-and-PFs-Survey-Results-11-04-19.pdf n-122 see also: http://www.confluencephilanthropy.org/

2)

http://www.intentionalendowments.org/case_studies_best_practices; IPS = Investment Policy Statement

3)

For example: https://www.morganstanley.com/press-releases/morgan-stanley-wealth-management-launches-two-sustainable-invest

4)

US SIF Trends Report 2018 Exec Sum

5)

Source: 2020 PlanSponsor DC Survey All n-3,472 / 403(b) n-366

Copyright © 2020 Mercer (US) Inc. All rights reserved.
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NEXT STEPS
A FIDUCIARY’S FRAMEWORK

Beliefs

Policy

Process

Portfolio

• Existing resources: retirement plan consultants and/or investment managers may offer ESG expertise that is
not yet utilized by plan fiduciaries
• The Responsible Investment Pathway provides a clear, directive framework for institutions to thoughtfully
integrate RI considerations into their investment structure.
• Communications with plan participants can be essential for education regarding new ESG-oriented
investment options, however it must be done carefully

Copyright © 2020 Mercer (US) Inc. All rights reserved.

Source: WBCSD ARA Toolkit #2; Mercer Responsible Investment Pathway
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IMPORTANT NOTICES
References to Mercer shall be construed to include Mercer LLC and/or its associated companies.
© 2020 Mercer LLC. All rights reserved.
This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided by Mercer. Its content
may not be modified, sold or otherwise provided, in whole or in part, to any other person or entity, without Mercer’s prior written permission.
The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice. They are not intended to
convey any guarantees as to the future performance of the investment products, asset classes or capital markets discussed. Past performance does not guarantee
future results. Mercer’s ratings do not constitute individualized investment advice.
Information contained herein has been obtained from a range of third party sources. While the information is believed to be reliable, Mercer has not sought to verify
it independently. As such, Mercer makes no representations or warranties as to the accuracy of the information presented and takes no responsibility or liability
(including for indirect, consequential or incidental damages), for any error, omission or inaccuracy in the data supplied by any third party.

This does not constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other financial instruments or products or constitute a
solicitation on behalf of any of the investment managers, their affiliates, products or strategies that Mercer may evaluate or recommend.
For the most recent approved ratings of an investment strategy, and a fuller explanation of their meanings, contact your Mercer representative.
For Mercer’s conflict of interest disclosures, contact your Mercer representative or see www.mercer.com/conflictsofinterest.

Copyright © 2020 Mercer (US) Inc. All rights reserved.
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IMPORTANT NOTICES
Mercer does not provide tax or legal advice. You should contact your tax advisor, accountant and/or attorney before making any decisions with tax or legal
implications.
This does not contain investment advice relating to your particular circumstances. No investment decision should be made based on this information without first
obtaining appropriate professional advice and considering your circumstances.
Investment management and advisory services for U.S. clients are provided by Mercer Investments LLC (Mercer Investments). Mercer Investments is a federally
registered investment adviser under the Investment Advisers Act of 1940, as amended. Registration as an investment adviser does not imply a certain level of skill
or training. The oral and written communications of an adviser provide you with information about which you determine to hire or retain an adviser. Mercer
Investments’ Form ADV Part 2A & 2B can be obtained by written request directed to: Compliance Department, Mercer Investments, 701 Market Street, Suite 1100,
St. Louis, MO 63101.
Past performance is no guarantee of future results. The value of investments can go down as well as up, and you may not get back the amount you have invested.
Investments denominated in a foreign currency will fluctuate with the value of the currency. Certain investments, such as securities issued by small capitalization,
foreign and emerging market issuers, real property, and illiquid, leveraged or high-yield funds, carry additional risks that should be considered before choosing an
investment manager or making an investment decision.

Copyright © 2020 Mercer (US) Inc. All rights reserved.
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Copyright © 2020 Mercer (US) Inc. All rights reserved.
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To discuss how to get more involved in this project, contact us:
georges@intentionalendowments.org
chris@intentionalendowments.org

Thank you!
For more information, visit
www.intentionalendowments.org

