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In recent years, the asset management industry has evolved dramatically in the 
environmental, social and governance (ESG) space. Environmental issues remain at the 
forefront of asset owners' interests, as the energy sector experiences a revolution and we 
witness a surge in electrification and decarbonisation efforts. All this amidst an increase in 
regulation aimed at tackling climate change.   

In 2020, social factors such as health and safety, human rights, labour rights and equality 
gained increasing attention. In the wake of the coronavirus pandemic, interest in these factors 
could potentially increase further as investors look to prioritise investing with a conscience. 
Our keynote speaker, Adele Blakebrough, Chief Executive Officer, Social Business Trust, 
explored how corporate responsibility is about more than just charitable donations. The issue 
of sustainability in the UN’s Sustainable Development Goals shines a light on a much broader 
set of responsibilities - analysing how we use our internal resources, our environment and the 
honed and valuable skills of our people, to build stronger, more sustainable communities. 

 

The collaboration between corporations and the social sector goes 
beyond philanthropy  

Until recently, the business sector and social sector have been completely separate and infrequently aligned. The spotlight 
on ESG has identified environmental and governance issues and forced society to look at the challenges faced in the social 
sector.   

Today, the business sector is much more likely to engage with a social enterprise philanthropically. Whilst social 
enterprises are supported through monetary partnerships, they lack certain skillsets which for the business sector are 
commonly areas of expertise. The majority of charities and social enterprises remain small and exclusive, due to a lack of 
resources and the commercial acumen that could help them to increase their scale and reach. This is one way in which 
corporations can partner with a social enterprise and make a significant impact, beyond monetary contributions.  

This new and deeper partnership between the social sector and business world will have a profound benefit for both sides. 
More than ever before, young individuals working for corporations are seeking personal gratification beyond their standard 
day-to-day work. A corporation that seeks the best talent must offer opportunities outside of standardised career 
development, this can be through providing considered time for employees to work with social enterprises. While financial 
support is always welcomed, a deeper relationship will enable the business sector to build bridges and collaborate with the 
social sector, resulting in a greater positive impact on society.  

We continue to shine a light on social factors from an investment perspective. Our Head of Responsible Investing in EMEA, 
Jihan Diolosa, discussed the process of incorporating ESG factors into a portfolio, the rise of social factors and the 
challenges asset owners may encounter, with Olivier Rousseau, Member of the Executive Board, FRR - Fonds de Réserve 
pour les Retraites and our Global Head of Equity Research, Joe Hemmant. 
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The journey to investing more responsibly 

Today, we are experiencing a more holistic consideration of ESG factors. This is helped by the rise of process innovation, 
specific ESG products and a greater attempt to capture metrics and data. As one of the leaders in the responsible investing 
space, Rousseau explained the core values which FRR was founded upon. Having a pragmatic approach to investing 
responsibly and taking into consideration ESG factors is crucial.  

Whilst environmental and governance factors have been in the spotlight for a number of years, the coronavirus pandemic 
along with the Black Lives Matter movement, #MeToo and campaigns for Equal Pay have increased the focus on social 
factors. When we analyse the social factors in ESG, it is extremely important to distinguish between the social issues within 
a company that you invest in, as well as, the broader societal issues. Whilst we are seeing an increase in metrics and how 
companies are assessed, it is still more challenging to assess a company’s social behaviour than environmental.  

Considerations and challenges when incorporating social factors 

One of the key challenges in incorporating social factors into an investment portfolio is that social factors have various 
meanings for different investors. We posed the question “what comes to mind for you, or the pension scheme that you are 
involved in, when you think of the ‘S’ in ESG?” the response showed a wide range of answers, a large number responded 
with diversity & inclusion, labour conditions and gender equality. 

When asset owners are considering incorporating social factors, we believe that it is important to assess the following: what 
do you own, what would you like to achieve and how can you use your influence. One of the initial steps an asset owner 
might consider is company exclusions. However, it is important to acknowledge that when a company is excluded from a 
portfolio, the ability to interact with that company is also sacrificed, eliminating potential influence.  

Additionally, time horizon is an important factor. One of the challenges asset owners face is the disintermediation between 
the time horizon that best suits an individual investor who is considering how best to achieve a desired return, and that of 
their investment managers when selecting companies in which to invest.  It is crucial to collectively stretch these time 
horizons, to help achieve greater ESG and investment outcomes. 

Managers doing well, whilst doing good 

We are observing varying levels of sophistication within the investment community towards the greater practice of social 
factors. There are some clear outliers, both positive and negative, as well as the emergence of best practice principles. We 
believe that managers should integrate ESG as part of their investment process, resulting in the overall outcome 
embedding an assessment of ESG factors. 

We are witnessing the first wave of regulatory changes surrounding responsible investing and the consideration of ESG 
factors in the EU’s upcoming sustainability regulations. Asset owners and industry practitioners will need to also take a 
leadership role and ensure long-term risks associated with ESG factors are consciously considered. 
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