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Climate change has been for decades something that actuaries have been analysing 
and actively participating on the global discussions. In the recent years, other 
Environmental but also Social and Governance type of issues have came more and 
more into awareness of insurers. How to deal with these ESG-factors and the way 
they might change the insurance business seems to be a topics that also actuaries 
might need to be aware and have ways to look it from the financial perspective. Some 
of the recent publications:
• Paris agreement 4/2016 - which will start in 2020.
• UN sustainable insurance report 8/2017 (updated from 2012) and the UN sustainable

development goals
• The EU 2030 Agenda for Sustainable Development 
• European Commission 1/2018 - Final Report 2018 by the High-Level Expert Group on Sustainable 

Finance (Esko Kivisaari as one of the members)
• IAIS and SIF Issued Paper on Climate Change Risks to the Insurance Sector 7/2018 – 80 pages of 

supervisory approaches and industry practices globally
• Financial Stability Board’s Task Force on Climate-related Financial Disclosures (TFCD) has set out 

recommendations for consistent, comparable, reliable, clear and efficient climate-related 
disclosures by companies

• Formal request from the European Commission to EIOPA and ESMA concerning sustainability 
risks and sustainability factors - 7/2018

Sustainability –
what has happened recently
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https://en.wikipedia.org/wiki/Paris_Agreement
http://www.unepfi.org/psi/wp-content/uploads/2017/08/Sustainable_Insurance_The_Emerging_Agenda.pdf
https://www.un.org/sustainabledevelopment/sustainable-development-goals/
http://www.fsb.org/2016/12/recommendations-of-the-task-force-on-climate-related-financial-disclosures/


• The risk based idea: If an insurer does not believe in a positive development in 
some particular risk (e.g. coal) the company might want to make sure to minimize 
its exposure to that risk. This will cause actions in underwriting, investing and in 
its internal operations.

• An additional risk area will be liability risks. There already are possibilities, mainly 
in the US, that, e.g., coal plants are made to pay for the damage caused by 
climate change. Insurers could end up paying for these.

• It seems to be important to understand how insurance business might develop 
if/when ESG-factors will be more present in everyday business? 

• E.g case study on what happened to insurance business over decades when the 
tobacco exposures were cut down, could give good insight of the future change.

• If there becomes a growing understanding of some particular risk it might affect 
the insurance pricing in two ways; there will be higher price because of the 
better understanding of what might happen in the worst case AND there might 
be less insurers underwriting that risk (less offering, less competition). 

• Might encourage the companies to change their business to more sustainable 
direction.

Sustainability in insurance business –
why this seems to be important topic for insurers?
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• The data and reporting: For any insurer to be able to understand risks and set its 
risk appetite more data needs to flow to insurers. This basically seems to mean 
better reporting from the actual companies operating in a country or globally. 
this same data also needs to flow to all third parties in the middle (between the 
operating company and the investing/underwriting insurer) like funds, asset 
managers, companies collecting and selling investment data etc. 

• With respect to data it is not only a one way street with insurers wanting more 
data – in their normal process of claims handling insurers get a good hands on 
experience of emerging risks and therefore insurers can help societies in 
understanding where action is needed.

• In EU the actions from EC will (most probably) flow into business reporting, stress
scenarios and guidance towards customers

• Directing or reallocating investments seems to be bit more easy than to refuse
from underwriting some specific industries – insurers, and their decisions
making bodies might be really close to societies an dsometimes quite locally also.

• A distiction needs to be done between what’s sustainable and what’s ethical

Sustainability in insurance business –
why this seems to be important topic for insurers?
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• UN Principles of Responsible 

Investment has one way of looking 

how ESG factors could be 

integrated into investment 

decisions

• Sustainable investing is already 

being measured in some extent. 

So called ESG indexes do already 

exist, for instance S&P has 

equity/smart beta index families. 

• Especially pension funds have 

been implementing ways to have 

ESG factors included into their 

investment decision

Sustainability in investments
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http://www.sustainability-indices.com/index-family-overview/s-p-esg-index-family-overview/index.jsp


Motivation: Sustainable business
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• In a market environment, profitable business activities create economic value. Even when 

absolutely legal and economically beneficial, any business activity may also have unintended 

social and environmental downsides. If such impacts are ignored, they may pose a threat to 

societies’ long-term sustainable development.

• In consequence, companies need to have (and many companies have developed) a well-

defined approach (e.g. Sustainability Risk Framework) which is designed to identify and mitigate 

such risks through embedding the principles of respect for human rights, environmental 

protection and due diligence into business processes. 

• While embedding ESG issues into our insurance business enables companies to manage the 

risks, it also opens up new opportunities for solutions that support sustainable development and 

a low-carbon future.
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Source: Butch Bacani. Sustainable insurance: Turning environmental, social and governance challenges into sustainable opportunities , UN Environment’s
Principles for Sustainable Insurance Initiative, 2017

The insurance industry has many roles in sustainable
development

Presenter
Presentation Notes
The insurance sector is responding to sustainability challenges with strategic action across both underwriting and investment, including through the UN-backed Principles for Sustainable Insurance (PSI). Leading insurers are incorporating environmental factors into the provision of insurance coverage and their underwriting strategies, reallocating capital towards green assets, and integrating environment, social and governance (ESG) factors in asset allocation and stewardship activities. Such approaches are not, however, the norm: only 20% of global premium volume is covered by companies that have signed the PSI. Example: https://www.munichre.com/corporate-responsibility/en/key-figures/principles-for-sustainable-insurance/index.html:Over the past one and a half years Munich Re has sharpened its corporate responsibility strategy, gearing it even more towards the creation of shared value. It is our firm belief that responsible business conduct will generate added value to both our Group and society at large. In our core business of primary insurance and reinsurance, and also in our associated investments, the Principles for Sustainable Insurance (PSI) and the Principles for Responsible Investments (PRI) are important guiding frameworks for us. These two codes, and other voluntary commitments the Group has made, go well beyond what is required by law or supervisory regulations. By implementing them resolutely, we meet our stakeholders’ demands in terms of our corporate responsibility.--As risk managers, risk carriers and investors, the insurance industry has a vital interest and plays an important role in fostering sustainable economic and social development. We believe that better management of ESG issues will strengthen the insurance industry’s contribution to building a resilient, inclusive and sustainable society. However, many ESG issues are too big and complex and need widespread action across society, innovation and long-term solutions.--“The Principles for Sustainable Insurance provide a global roadmap to develop and expand the innovative risk management and insurance solutions that we need topromote renewable energy, clean water, food security, sustainable cities and disaster-resilient communities. “With world premium volume of more than $4 trillion and global assets under management of more than $24 trillion, insurers that embed sustainability in their business operations can catalyze the kinds of financial and investment flows and long-term perspectives needed for sustainable development. “The United Nations looks forward to working with all sectors of society towardsthe global embrace of this important new initiative as we shape the future we want.” – Ban Ki-moon, UN Secretary-General
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Source: Butch Bacani. Sustainable insurance: Turning environmental, social and governance challenges into sustainable opportunities , UN Environment’s
Principles for Sustainable Insurance Initiative, 2017

Presenter
Presentation Notes
Developed by the UN Environment Programme’s Finance Initiative, the Principles are a framework for the global insurance industry to address environmental, social and governance risks and opportunities. For years, insurers have been at the forefront of the corporate world in alerting society to the risks of climate change and, more recently, threats such as the loss of biological diversity and the growing pressures on forests, freshwater and other essential ecosystems. Insurers are also increasingly recognizing the need to develop products and services that address the needs of a rapidly changing world, including inclusive insurance that caters to low-income communities, people with HIV/AIDS or disabilities, and ageing populations. Insurers have worked with the UN World Food Programme to cover small-scale farmers in Africa so that, should the rains fail, a policy pays out before they are down to their last cow or supply of maize.The UN Environment Programme, with funding from the Global Environment Facility, has partnered with insurers to develop wind power derivatives in Mexico that cover a wind farm during less windy periods. And the success of initiatives such as the UN-REDD programme on reducing emissions from deforestation and forest degradation may hinge on whether insurers can cover the long-term challenge of keeping forests intact. The Principles for Sustainable Insurance provide a global roadmap to develop and expand the innovative risk management and insurance solutions that we need to promote renewable energy, clean water, food security, sustainable cities and disaster-resilient communities. With world premium volume of more than $4 trillion and global assets under management of more than $24 trillion, insurers that embed sustainability in their business operations can catalyze the kinds of financial and investment flows and long-term perspectives needed for sustainable development.The United Nations looks forward to working with all sectors of society towards the global embrace of this important new initiative as we shape the future we want.Ban Ki-moonSecretary-General of the United NationsUN PSI documentationPrinciple 1 �We will embed in our decision-making environmental, social and governance issues relevant to our insurance business. In our insurance business, we make systematic allowance for environmental, social and governance (ESG) aspects. This holds true in our internal underwriting processes and also applies to our products and services.�To ensure that our commitment is implemented and put into practice, ESG criteria are taken into consideration for both, annual and multi-year bonuses, when evaluating the overall performance of members of the Board of Management.The Principles for sustainable insurance (PSI)The insurance industry can have a positive impact by applying its skills in risk management to make the sector more sustainable.the Principles for Sustainable Insurance (PSI) provide a framework for the global insurance industry to address environmental, social and governance (ESG) risks and opportunities. Launched at the Rio+20 Summit in June 2012.Vision of the PSI initiative: ”A risk-aware world, where the insurance industry is trusted and plays its full role in enabling a healhty, safe, resilient and sustainable society.”The insurance industry’s core business is to understand, manage and carry risk. We depend on the trust people place in our industry to fulfil its obligations. Through risk prevention and risk reduction and by sharing risks over many shoulders, the insurance industry helps protect society, fosters innovation and underpins economic development. These are key contributions to a well-functioning and sustainable society.Our world is facing increasing environmental, social and governance (ESG) challenges. This changing risk landscape is leading to diverse, interconnected and complex risks, andpresents new opportunities. Accordingly, we believe it is prudent for the insurance industry to adjust the range of risk factors considered in managing its business. ESG issues are increasingly influencing traditional risk factors and can have a significant impact on the industry’s viability. Therefore, a resilient insurance industry depends on holistic and far-sighted risk management in which ESG issues are considered.



ESG

10

• Environmental, social and governance (ESG) refers to the three central factors in 

measuring the sustainability and ethical impact of an investment in a company or 

business. 

• These criteria help to better determine the future financial performance of companies 

(return and risk).

nvironmental
• Climate change and natural 

disasters
• Biodiversity loss & 

ecosystem degradation
• Pollution
• Water scarcity and food 

insecurity

ocial
• Human rights and labour

standards
• Political environment and 

public perception
• Diversity
• Health and safety risks
• Social inequlity
• Animal welfare
• Ageing populations and 

demographic change

overnance
• Accountability and 

transparency, disclosure
• Unethical business conduct
• Corruption
• Compliance
• Consultation and 
• Responsible and careful 

planning and assessment

In more detail please see Appendix 3.

Presenter
Presentation Notes
Example: https://www.zurich.com/en/sustainability/working-with-customersEnvironmentalZurich Risk Engineering provides environmental sustainability by:Helping prevent losses that may otherwise harm the environment, such as serious fires and pollution.If things go wrong, through our proactive risk improvement action management programs, we help mitigate losses and reduce their environmental impact.Supporting customers with new build projects suggesting the latest safety design features and use of sustainable materials.Sharing our expertise and contributing to global thinking to mitigate risks around flood, storm and earthquake.SocialZurich Risk Engineering provides social sustainability by:Keeping people safe, by preventing accidents and illness in the workplace. This has a societal impact in that we keep people working and reduce health service costs.Ensuring the longevity and profitability of business organisations, securing jobs and the livelihoods of local communities.By proactively managing risk for our customers we give them the confidence to expand into new products, service areas and markets.As well as maintaining financial integrity, we also help to protect brand and reputation. GovernanceZurich Risk Engineering provides governance sustainability by:We support our customers’ efforts around corporate governance reporting and fully understanding their responsibilities.Our highly skilled technical personal often give input to both regional and global safety standards such as fire safety and business continuity.We help keep companies operational, maintaining jobs and hence paying government tax income. 



Components of ESG analysis
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ESG issues can affect at a global, national, industry and company
level and can have material impact on business performance.

Company

Industry

National / Country

Global

Principles to certain sensitive sectors, e.g.

• Defence industry

• Oil and gas, artic drilling

• Mining

• Dams

• Animal testing

• Forestry, pulp & paper and oil palm

• Nuclear weapons proliferation

Presenter
Presentation Notes
Example: Swiss Re: Our Sustainability Risk Framework is an advanced risk management instrument specifically designed to identify and address the potentially negative effects of our transactions on local communities, workforces and the environment. This framework applies to all of our business transactions in re/insurance as well as investments, to the extent that we can influence their various aspects.The Sustainability Risk Framework consists of:Two umbrella policies on human rights and environmental protection (the overarching principles of respecting human rights and protecting the environment, encapsulated in two umbrella policies that are valid for all our transactions.) plus seven specific guidelines on sensitive sectors or issues (which we perceive major sustainability risks: the defence industry; oil and gas (including oil sands and hydraulic fracturing); mining; dams; animal testing; forestry, pulp & paper and oil palm; and nuclear weapons proliferation.);The Sensitive Business Risk (SBR) process comprising an online assessment tool and a referral tool – due diligence mechanisms to assess our business transactions;Company exclusions; andCountry exclusions beyond mere compliance with international trade controls.Company exclusionsOur Sustainability Risk Framework policies specify certain criteria that may lead us to exclude a company from both our re/insurance transactions and our investments, to the extent that such an exclusion is permissible (eg by virtue of mandatory law or internal policies) and possible (eg if existing documentation relating to such re/insurance transactions and investments provide for it). These criteria include: involvement in prohibited war material; verifiable complicity in systemic, repeated and severe human rights violations; causing repeated, severe and unmitigated damage to the environment; unregulated proliferation of nuclear weapons; and unethical/cruel animal testing practices.Country exclusionsSwiss Re also excludes certain countries from its business that have particularly poor human rights records. This step goes further than compliance with international trade controls (ITCs). Our goal is to refrain from directly underwriting risks or making investments in entities that are based in these countries. We review the list of excluded countries annually based on independent human rights assessments and update it if warranted.As the Sustainability Risk Framework is based on the principles of respecting human rights and protecting the environment, the SBR process with its two due diligence tools, company exclusions and country exclusions are our principal means to ensure compliance with the UN Global Compact in our core business.



Example: Industry Large Dams
(hydro power / water management)
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Source:Working Group Paper Nr.89 : Sustainability aspects in engineering underwriting and corporate responsibility for insurance and reinsurance companies, 
IMIA Conference in Cannes Mandelieu, 2014

Presenter
Presentation Notes
Working Group Paper: For example, the construction of a hydro-electric dam which, on one hand, implies major socioeconomic transformation in a particular location, but that also destroys a pristine environment, reduces biodiversity, and forces resettlement of people. Even though the provision of insurance to the construction company is obviously legal, it can trigger harsh punitive measures in terms of vocal public disapproval. Consequently, our association with such projects as their “enablers” can potentially have a damaging effect on the stakeholder trust and reputation we have built over the past years and decades, as both individual companies and as the insurance sector in general.Swiss Re: http://reports.swissre.com/corporate-responsibility-report/2017/cr-report/risk-intelligence/our-sustainability-risk-framework/focus-recent-refinements-to-the-framework.htmlSharpening our dam assessmentsIn 2017, we also undertook research to enhance our assessment capabilities for the specific environmental and human rights challenges potentially encountered in the Mekong River basin. The Mekong is the world’s 12th longest river, traversing six Asian countries over a distance of 4 350 km. It supports the world’s second largest aquatic biodiversity and wild fisheries worth USD 2 billion.At the same time, the whole Mekong basin is estimated to have hydropower potential of up to 30 000 megawatts. Extensive dam construction in such an important ecosystem harbours significant sustainability risks, though, eg resettlement, affected hydrology and fishery regimes, and falling agricultural productivity in downstream areas.We analysed these and other risks for both existing and planned dams in the Mekong basin. The results have enabled us to determine which of the projects are compliant with the policies of our Sustainability Risk Framework and to update our SBR assessment tool accordingly.



ESG process
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• ESG factors have emerged as central factors in measuring the sustainability and ethical impact of 

insurance business. However, when it comes to underwriting risks, ESG concerns may appear 

less relevant for underwriters than many other risk aspects (e.g. technology risks, exposure to 

Man-made and Natural Cat, Risk Mitigation, Legal requirements). 

• If ESG factors are not addressed appropriately they can escalate into substantial risks. 

• Alternatively, ESG factors can also present opportunities to induce positive change, such as 

increased requirements for renewable energy investments or offering solutions for emerging 

markets.

Source: Allianz Sustainability Report 2017

In Appendix 4 more about ESG integration

Presenter
Presentation Notes
Example: Allianz Sustainability Report: INTEGRATING ESG IN INSURANCEAs an insurer and risk expert, our exposure to ESG risk is mostly indirect through the risks we accept for our insurance clients. We have embedded a strong ESG risk managementapproach throughout our underwriting processes. The ESG referral process (see page 20) assists us in identifying and assessing ESG risks.Our insurance underwriters identify ESG risks and escalate these for assessment by either the ESG Business Services team at Allianz Global Corporate and Specialty and/or the Group ESG Office at Allianz SE. These experts conduct indepth assessments of ESG risks such as: human rights violations, unmitigated environmental impacts and forced resettlement. Based on theoutcome of their assessment, we decide whether a transaction may proceed, proceed with conditions, or not proceed (see page 84).One of the challenges we face is the need for quality and reliable information to inform our ESG assessments process. In some regions, there is greater transparency and understanding ofESG issues than in others, so this can be a bigger challenge in some locations. The level of ESG risk also tends to differ between regions and countries.Individual transactions of potential concern are submitted to the Reputational Risk Committees (RRCs) which have been established for each field of business. These Committees check whether a planned transaction is appropriate and ensure that we do not make any decisions that could harbour ESG, and ultimately, reputational risks.Experts from our Corporate Responsibility department support our employees in assessing ESG criteria in business operations. We offer a broad-based range of training programmes, from technical implementation of our underwriting guidelines to current sustainability topics, tailored in each case to the individual industry and region. At the same time, we expect and promote active dialogue among our employees and between them and their managers.Munich Re:Corporate responsibility in insurance businessIn our insurance business, we make systematic allowance for environmental, social and governance (ESG) aspects. This applies for our internal underwriting processes and for our products and services. A large number of industries and projects can have a major impact on the environment and local communities. If adequate consideration is not given to such consequences, the underwriting risk may increase. This is because, in many cases, there are significant interdependencies. The systematic recognition of ESG aspects enables us to identify these risks and to minimise them in cooperation with our clients. This approach is relevant for our business in three different ways:�https://www.munichre.com/corporate-responsibility/en/responsibility/corporate-responsibility-in-business/cr-in-insurance/index.html�We can identify ESG-related risks faster, thereby adding an additional dimension to our risk management. This also helps us avoid any reputational risks for the Group.At the same time, we enhance our business partners’ risk awareness and work with other businesses, associations and non-governmental organisations (NGOs) with these aims in mind.The identification of previously unknown ESG risks can provide starting points for new coverage concepts and product innovations. With our sustainable solutions, we are systematically opening up business opportunities.https://www.zurich.com/_/media/dbe/corporate/docs/corporate-responsibility/Our ongoing challenge is to quantify these non-financial factors. How much riskier is the company that produces excessive greenhouse gases? Can risk increments be assigned, say, per ton of greenhouse gas emitted? What about other pollutants? Admittedly, we are not yet as far in quantifying these ESG factors as we are in quantifying financial ones – but every day we are making progress. As a result, we are striving to reduce the risk and broaden the opportunity of our portfolio. Simultaneously, we are incentivizing companies seeking investment to ‘do the right thing’ with respect to the environment, society and their stakeholders. https://www.allianz.com/en/sustainability/business-integration/esg-approach/What is ESG? ESG factors are extra-financial factors that can influence, and be influenced by, our business activities. If not addressed appropriately they can escalate into substantial risks.  Alternatively, ESG factors can also present opportunities to induce positive change, such as increased requirements for renewable energy investments or offering solutions for emerging markets.https://www.zurich.com/en/sustainability/responsible-investment/esg-integrationA large number of ESG factors can potentially affect risk and return; the channels through which such factors can exert influence are at times complex and vary from sector to sector. All other things being equal, it is riskier to own equity or bonds of a company that, for example, produces excessive greenhouse gas, treats its employees poorly or does not provide information on how it pays its directors, than it is to have exposure to a company that does not do such things. Likewise, it is more rewarding to invest in a company that helps society, benefits the environment and is well governed, or to invest in a real-estate asset that attracts tenants by minimizing energy consumption and greenhouse gas emissions.It is important for portfolio managers to receive adequate and regular training to help them understand the economic importance of ESG. That is why all Zurich's investment professionals receive responsible investment training.



ESG risks and risk management
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• ESG risks can develop into legal risks, reputational risks, supply chain and 
business disruption risks, quality risks, operational risks, human rights risks, 
financial risks, and/or investment risks for insurance company, its customers and/or 
its invested companies. 

• Traditional tools used to assess risk and return are based on information that can 
be easily quantified. ESG data is non-financial and by definition qualitative. It is not 
only highly subjective but also particularly difficult to quantify and more importantly 
verify.

• Approaches:
• Beyond climate change, insurance companies have implemented frameworks to 

integrate ESG risks and opportunities across line of business.
• The Oasis Loss Modelling Framework has proposed a new platform for 

catastrophe and climate risk assessment to further broaden the applicability of 
catastrophe risk models, ultimately seeking to expand insurance coverage.

More on reporting requirements please see Appendix 5 (The Guidelines on non-financial reporting)



• The actuarial profession seems to have capabilities to deal with this issue 
and therefore might even need to be active in this area

• Bringing awareness to insurers on what kind of ESG risks there might be
and how link the risks to the business plans might be one possible action
• before able to do this there needs to be quite good basic

understanding on how different ESG-factors might affect the industry
and this needs a lot of studying and ground work.

• There’s a clear link to the ORSA/ORA work where already standards
exist

• Also modelling of the risks will be needed but modelling rare events, or
something that has never happened is a hard task

• AAE might want to decide whether this is a topic where more publicity is 
needed from AAE side. 

Possible actions from AAE regarding the
sustainability

15
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• CRO Forum: Recommendations for Managing Environmental, Social and Ethical Challenges in Business Transactions (2010)

• European Commission: Guidelines on non-financial reporting (2017)

• IAIS: Issues Paper on Climate Change Risks to the Insurance Sector (2018)

• Munich Re website: Corporate Responsibility (https://www.munichre.com/corporate-responsibility/)

• Swiss Re: Sustainability Risk Framework (2016)

• Swiss Re website: (http://reports.swissre.com/corporate-responsibility-report/2017/)

• UNEP: PSI Principles for Sustainable Insurance (2012)

• UNEP: Sustainable Insurance The emerging agenda for supervisors and regulators (2017)

• UNEP: The global state of sustainable insurance (2009)

• Zurich Insurance: Mitigating environmental, social and governance (ESG) risks in underwriting and investment management 

(version 1.0)

• Zurich Insurance: Responsible Investment at Zurich (2017)

• Zurich Insurance website: (https://www.zurich.com/en/sustainability)

• Working Group Paper Nr.89 : Sustainability aspects in engineering underwriting and corporate responsibility for insurance and 

reinsurance companies, IMIA Conference in Cannes Mandelieu (2014)

https://www.munichre.com/corporate-responsibility/
http://reports.swissre.com/corporate-responsibility-report/2017/
https://www.zurich.com/en/sustainability
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Sustainable finance: Commission's Action Plan for a greener and cleaner economy 8/2018

• EC’s statement: ‘As our planet increasingly faces the unpredictable consequences of climate change 
and resource depletion, urgent action is needed to adapt to a more sustainable model. Around €180 
billion of additional investments a year are needed to achieve the EU's 2030 targets agreed in Paris, 
including a 40% cut in greenhouse gas emissions. 

• Actions include the  HLEG work and a roadmap to boost the role of finance in achieving a well-
performing economy that delivers on environmental and social goals as well (part of the Capital 
Markets Union's (CMU) back by e.g. Frans Timmermans, Valdis Dombrovskis, Jyrki Katainen and Miguel 
Arias Cañete.

• Key features of the Action Plan and the HLEG work:
• Establishing a common language for sustainable finance, i.e. a unified EU classification system – or 

taxonomy – to define what is sustainable and identify areas where sustainable investment can make 
the biggest impact.

• Creating EU labels for green financial products on the basis of this EU classification system: this will 
allow investors to easily identify investments that comply with green or low-carbon criteria.

• Clarifying the duty of asset managers and institutional investors to take sustainability into account in 
the investment process and enhance disclosure requirements

• Requiring insurance and investment firms to advise clients on the basis of their preferences on 
sustainability.

• Incorporating sustainability in prudential requirements: banks and insurance companies.
• Enhancing transparency in corporate reporting.

Apendix 1:
Sustainability – European Commission active
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Appendix 2:
Market development and expectations for the insurance industry
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• Supervisors and regulation: 

• EU High-Level Expert Group on 

Sustainable Finance: EC will on 

recommendations to determine how to 

integrate sustainability considerations into 

EU’s rules for the financial sector. 

• a growing number of authorities taking 

action based on their core prudential 

mandates and extending these to new 

environmental threats. 

• Need for ESG integration at industry level is 

emphasized by the advanced companies. 

Industry-wide ESG standards will be key for a 

common approach in the sector. UNEP: Sustainable Insurance The emerging agenda for supervisors and 
regulators (2017)
Butch Bacani. Sustainable insurance: Turning environmental, social and 
governance challenges into sustainable opportunities,



Appendix 3:
Illustrative list of ESG factors and criteria
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Source: CRO Forum: Environmental, Social and Governance factors in Country Risk Management – a new horizon (2013)



Appendix 4:
ESG integration
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1. Board commitment on ESG & Definition of tolerance level

2. Standardized and streamlined structures

• Governance processes, responsibility and ownership in Enterprise Risk Management.

• Coherence: Strive to apply the same sustainability approach to various business activities 

(investment and insurance) 

• Ensure that the possible conflict between growth targets and sustainability goals is handled.

3. Integration into core UW process and tools

• Have methods and processes in place to identify and assess sustainability issues.

• Give employees the appropriate tools to make transaction-by-transaction evaluations. 

• Have authority for sign-off / declines / conditions and expertise for UW

4. Provision of clear guidance and empowerment of employees

• Awareness of sustainability challenges in business transactions: At all levels of insurance and 

investment activities.

• Risk dialogue with clients on critical issues support informed decision making, transparency 

and risk mitigation



Appendix 5:
The Guidelines on non-financial reporting
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• Appropriate non-financial disclosure is an essential element to enable sustainable 
finance. Greater transparency is expected to make companies more resilient and 
perform better, both in financial and non-financial (environmental, social and 
governance-related) terms. 

• The aim of NFI guidelines is to help companies disclose high quality, relevant, useful, 
consistent and more comparable non-financial information in a way that fosters 
resilient and sustainable growth and employment, and provides transparency to 
stakeholders.

• Companies falling within the scope of Directive 2014/95/EU have to disclose relevant 
information on policies, risks, and results as regards environmental matters, social 
and employee-related aspects, as well as respect for human rights, anti-corruption, 
and bribery issues, and diversity on the boards of directors.
• The greater transparency is especially important for the financial services sector 

which has a huge responsibility – and opportunity – to support the delivery of 
societal priorities such as the United Nations (UN) Sustainable Development 
Goals.

• Those requirements contribute as well to implementing the Paris Climate 
Agreement, notably greater transparency is expected to lead to financial flows 
more consistent with a pathway towards low greenhouse gas emissions and 
climate-resilient development.

Presenter
Presentation Notes
https://en.wikipedia.org/wiki/Environmental,_social_and_corporate_governanceOne of the solutions put forward to the inherent subjectivity of ESG data is the provision of universally accepted standards for the measurement of ESG factors. Such organisations as the ISO (International Organisation for Standardisation) provide highly researched and widely accepted standards for many of the areas covered.[42] Some investment consultancies, such as Probus-Sigma have created methodologies for calculating the ratings for an ESG based Ratings Index that is both based on ISO standards and externally verified,[43] but the formalisation of the acceptance of such standards as the basis for calculating and verifying ESG disclosures is by no means universal. The corporate governance side of the matter has received rather more in the way of regulation and standardisation as there is a longer history of regulation in this area. In 1992 the London Stock Exchange and the Financial Reporting Commission set up the Cadbury Commission to investigate the series of governance failures that had plagued the City of London such as the bankruptcies of BCCI, Polly Peck, and Robert Maxwell's Mirror Group. The conclusions that the commission reached were compiled in 2003 into the Combined Code on Corporate Governance which has been widely accepted (if patchily applied) by the financial world as a benchmark for good governance practices.[44] One of the key areas of concern in the discussion as to the reliability of ESG disclosures is the establishment of credible ratings for companies as to ESG performance. The world’s financial markets have all leapt to provide ESG relevant ratings indexes, the Dow Jones Sustainability Index, the FTSE4Good Index (which is co-owned by the London Stock Exchange and Financial Times[45]), Bloomberg ESG data[46], the MSCI ESG Indices.[47] and the GRESB benchmarks [48] There is some movement in the insurance market to find a reliable index of ratings for ESG issues, with some suggesting that the future lies in the construction of algorithms for calculating ESG ratings based on ISO standards and third party verification. Companies such as Lieef (www.Lieef.com) have started reporting ESG metrics on behalf of companies, and investment funds, in an effort to increase transparency in the space which to date has increased in importance, but has not found a unified measurement tool
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Source: CRO Forum: Environmental, Social and Governance factors in 
Country Risk Management – a new horizon (2013)Source: Allianz Sustainability Report 2017 (2018)
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