
The way we see the world
The language of responsible investment remains varied with 
investment managers, trustees and consultants at times 
demonstrating some level of misunderstanding. We 
recognise that embracing RI is a journey, that education is 
paramount and that clarity in the vocabulary is a must. We 
retain a consistent view of the two strands of RI, being:

• Sustainable Investment: Investors should recognise the 
potential financial impact of Environmental, Social and 
Governance (ESG) factors in investment decision making

• Effective Stewardship: Investors should act as 
responsible and active owners, through considered 
voting of shares, and engagement with company 
management when required.

RI issues are relevant at each stage of the investment 
process. We continue to encourage trustees to focus on 
framing objectives and policy, setting investment beliefs and 
building a knowledge of their current investment 
management arrangements.

Responsible Investment (RI) was an area of growing importance over the year with our clients, 
regulators, investment managers and consultants, all demonstrating an increased level of awareness 
of the topic. In this publication we provide a brief overview of some of the key topics, developments, 
projects and initiatives that the Hymans Robertson Responsible Investment (RI) team have 
undertaken throughout 2017 and offer some food for thought as we enter 2018.

A very responsible year

No matter where you 
are in the process, 
there are always ESG 
considerations.
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RI focus in the investment process
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Non-government organisations (NGOs) tend to focus on 
solutions by encouraging divestment and promoting impact 
type investments, but don’t consider the full investment 
process. Trustees must follow the investment process in 
order to identify the correct solution for their individual 
scheme. It has become clear from our recent work focusing 
on education and policy development, that one solution will 
not suit all scenarios and all clients. 
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Market Developments
2017 has been a year which has seen significant governance and regulatory activity. 

Hymans Robertson is happy to join with the 
Association of Member Nominated Trustees and the 
UK Sustainable Investment and Finance Association 
in recognising that the recent investment guidance 
from The Pensions Regulator marks a major 
development in TPR’s approach to how trust based 
DC and DB pension schemes need to address risks 
around long term sustainability, including 
environmental, social and governance issues. 

We agree that this change, reflected in the TPR’s 
statement to trustees that ‘We expect you to assess 
the financial materiality of these factors and to allow 
for them accordingly in the development and 
implementation of your investment strategy’ puts 
trustees and their advisers under an obligation to react.

We believe that ESG is a fundamental part of success in 
long-term investing, therefore we are drawing the 
guidance to the attention of UK pension fund clients 
through a variety of routes such as putting consideration 
of ESG on trustee meeting agendas, issuing briefings 
and/or holding training sessions. We also recognise the 
significant role that client-facing consultants can play in 
ensuring that our clients are well informed on the issues.

March 2017

The Pensions Regulator (tPR) issued investment guidance 
which placed a greater emphasis on ESG issues and 
sustainability. The guidance noted that trustees should 
“take ESG factors into account if you [the trustees] believe 
they’re financially significant.”  Three issues raised by the 
guidance were:

• The development of investment beliefs;

• Sustainability, recognising that pension schemes are 
long-term investors, and are therefore exposed to 
long-term risks such as climate change. 

• Effective Stewardship, encouraging trustees to 
understand and, where appropriate, seek to influence 
the stewardship policies of investment managers. 

This was the first year when Service Provider signatories to 
the Principles for Responsible Investment could voluntarily 
report on their activity. Hymans Robertson was one of a 
small number of consulting firms who voluntarily reported 
to the PRI in this pilot year. Reporting becomes 
compulsory from 2018 onwards and we are currently 
working on our response.

January 2017 

In response to the tPR guidance, the Association of 
Member Nominated Trustees (AMNT) and the UK 
Sustainable Investment and Finance Association (UKSIF) 
began an initiative to encourage investment consultants to 
raise responsible investment issues with their clients. 
Hymans Robertson, along with 11 other investment 
consulting firms , was pleased to support this initiative. Our 
statement is set out below.

September 2017

The Government released a paper outlining their interim 
response to the Law Commission report titled “Pension 
Funds and Social Investment”. One of the takeaways from 
the report was that there are no substantive barriers to 
social impact investing, and that many of these obstacles 
are borne from either a lack of clear legislation or industry 
engagement on such issues. The Government announced 
its intention to consult on changes to current investment 
regulation, perhaps paving the way for clarity of language 
and hopefully paving the way for more constructive 
discussion on RI issues.

December 2017

In November 2016, the UK Government issued a Green 
paper and consultation seeking views on three areas 
where updates to the corporate governance framework 
are considered desirable.  In August 2017, the government 
issued its response to the consultation and proposals for 
reform focused on:

 • Executive Pay;

• Relationships between corporate boards and other 
stakeholders; and

 • Governance of privately-held companies.  

These proposals seek to increase the accountability of 
remuneration committees, improve disclosure and 
strengthen both the rights of shareholders and the voice 
of employees and other corporate stakeholders 
arrangements.

August 2017
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Key topic: Climate risk 
Climate risk has continued to dominate the responsible 
investment sphere although the withdrawal of the US 
from the Paris Agreement was a blow. In May 2017, the 
Institute & Faculty of Actuaries issued a Risk Alert to all 
members advising that they consider how climate 
change risks could impact their advice. NGOs have 
continued to advocate for divestment from fossil fuels 
and to highlight the potential litigation risk that exist for 
those who ignore consideration of climate risks.

Perhaps most notable have been the recommendations 
from the Taskforce on Climate-Related Financial 
Disclosure (TCFD). The Taskforce  was asked to design 
“disclosures that will help financial market participants 
understand their climate-related risks… ” that in turn, 
“would enable stakeholders to understand better the 
concentrations of carbon-related assets in the financial 
sector and the financial system’s exposures to climate-
related risks”. 

The resulting report is detailed, but boils down to four 
recommendations for forward-looking disclosures (as 
illustrated) about climate risk that should appear within 
an organisation’s financial filings. 

Working with our clients
There have been four key areas of activity.

Developing investment beliefs 

The organisation’s governance around climate-related 
risks and opportunities 

Governance

Strategy

Risk management 

Metrics and targets 

The processes used by the organisation’s to identify, 
assess, and manage climate-related risks

The actual and potential impacts of climate-related risks 
and opportunities on the organisation’s businesses, 
strategy, and financial planning

The metrics and targets used to assess and manage 
relevant climate-related risks and opportunities

Helping clients frame investment beliefs has been a core 
area of engagement on RI over 2017. We’ve used tailored 
questionnaires to help elicit views across a range of topics, 
including RI, and held extended discussions with trustees 
to help them frame and document their own set of 
investment beliefs. We’ve also helped trustees draw input 
from their sponsor and used investment beliefs to help 
frame policy with investment managers. 

Training 
Education is paramount and, over the course of 2017, we’ve 
delivered introductory training sessions to a number of 
clients. In some sessions we have worked with other 
organisations who have added their views and expertise in 
certain areas of RI. 

Training is a great starting point for work on RI and  we 
would be delighted to work with others to help build 
knowledge on RI issues over the course of 2018.

Monitoring
Our monitoring work has started to evolve over the course 
of the year and continues to offer areas for discussion with 
trustees. We’ve also helped clients undertake carbon 
footprinting exercises over the year. We continue to look 
for ways to help clients monitor RI practices.

Strategy implementation
Our monitoring work has evolved and  we’ve helped 
several clients understand the various low carbon 
strategies available on the market with a view to 
developing their own passive equity strategies. We 
expect that engagement with managers will increase as 
we roll out our RI manager ratings over the course of 2018. 
We have also helped a few clients consider options for 
tobacco divestment. 

Risk 
Management

Strategy

Governance

Metrics  
 & Targets
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Projects we’ve undertaken in 2017
Equity manager stewardship survey, July 2017
In 2016, we surveyed a number of managers on their 
stewardship practices (e.g. voting, engagement). In total, we 
received 36 responses and published the results of our 
survey in July. Three key themes emerged from the paper: 
consistency (noting that some managers adopt different 
policies, depending on geography), integration (stewardship 
activities should be considered alongside asset 
management) and transparency (improving disclosure and 
measurement of activities). We intend to update and repeat 
this survey in 2018.

Rating equity managers, December 2017
We have developed a comprehensive framework for the 
evaluation of manager’s RI credentials and have successfully 

deployed this to evaluate active equity managers although, 
on an ad-hoc basis, we have also employed this in other 
asset classes. We are currently finishing our review of 
responses and expect to release our ratings and provide 
feedback during early 2018. One of the key learnings from 
the exercise has been to judge managers not on what they 
say, but what they are able to evidence.

RI Beliefs Questionnaire, November 2017
We have developed a RI beliefs questionnaire to support 
our clients in thinking about their own investment beliefs. 
Individual responses have been collated either for further 
discussion or for the purposes of contributing to a statement 
of investment beliefs. 

Engaging with the industry
The RI industry is becoming increasingly vocal. Over the course of 2017 we’ve had discussions with a range of market 
participants from investment managers, investors, NGOs and others. We are keen to continue learning and recognise that 
there is a broad range of expertise within the industry on which we can draw, but also that we can contribute our own views. 

Looking forward to 2018
Our plans for 2018 are ambitious with our goal being both to demonstrate the value of RI and to foster greater dialogue on RI. 
We know that RI needs to compete for space on busy meeting agendas but we hope that by providing high quality, 
evidence backed collateral, we can achieve this goal. Particular projects in the pipeline include:

• Collating case studies on how managers across various 
asset classes have integrated ESG into their processes;

• Completing our equity manager rating project and rolling 
out the framework across other asset classes;

• Developing our thinking on climate risks and the 
associated opportunities;

• Repeating our stewardship survey and undertaking some 
research into the language of sustainability and how this 
is reflected in pooled funds.

Simon Jones
Head of Responsible Investment 
simon.jones@hymans.co.uk  
0131 656 5141 

More information
To find out more, please contact Simon Jones, Rebecca Craddock-Taylor or Patrick Enright.

Rebecca Craddock-Taylor
Associate Consultant 
rebecca.craddock-taylor@hymans.co.uk  
0207 082 6345 

Patrick Enright
Investment Analyst 
patrick.enright@hymans.co.uk   
0207 082 6380 


