
SUSTAINABLE 
TRENDS
EDITION 14     |     February 2017

1MEDIA CONTACT:  CAROLYN ROOSE   carolyn.roose@sicm.comSUSTAINABLE INSIGHT CAPITAL MANAGEMENT  |  SICM.COM

SUSTAINABILITY 
DISCLOSURE

TOXIC AIR

CLEAN ENERGY 

TRANSPORT

FOOD 
PRODUCTION

PLUS!
Research Eye Our pick of published research reports
By the Numbers What we learned this quarter
Reading List  What we’re reading

ESG reporting fails investors New guidelines hope to make 
sustainability reporting more useful

Global corporations are buoying 
demand for wind and solar 
electricity

Air pollution is a complex and 
increasingly important topic for 
investors

Sustainability pressures will force 
major changes in businesses that 
help us get about

ESG factors pose threats and 
opportunities for agribusiness

Big businesses power up on 
renewables

Harbingers of the 
‘airpocalypse’

All change, please

Fat profits or lean times?

What’s Trending? What’s the story? So What?

IN THE NEWS

EXPLAINER

TIMELINE

WORLDVIEW

http://www.sicm.com/
www.sicm.com


2MEDIA CONTACT:  CAROLYN ROOSE   carolyn.roose@sicm.comSUSTAINABLE INSIGHT CAPITAL MANAGEMENT  |  SICM.COM

SUSTAINABLE TRENDS  

1

IN THE NEWS

What happened? Reaction What next?

Companies are still failing to disclose 
sustainability-related information in a 
way that is useful to investors, recent 
reports show. Only 29% of investors 
surveyed by PwC said they trusted the 
ESG data from companies. In contrast, 
100% of the businesses polled were 
confident in the information they report. 

In a separate study, the Sustainable 
Accounting Standards Board (SASB)* 
found that while about four-fifths of 
large US companies address material ESG 
risks in their financial filings, more than 
half of them do so in a vague and generic 
way. Many companies also fail to explain 
what they are doing about the threats to 
their businesses.

*Kevin Parker, SICM’s Managing Partner, is on SASB’s board

Source: PwC

“Markets can’t respond if the information 
is inadequate or of insufficient detail,” 
SASB CEO Jean Rogers told the Wall 
Street Journal.

Part of the problem seems to be a 
disconnect between companies and 
investors, said PwC: “There still isn’t 
alignment on why, what, where, and how 
often to report on ESG issues.” 

For instance, while 80% of companies 
use GRI standards, only 21% of investors 
said they wanted to see ESG information 
reported using GRI; 43% said they 
preferred SASB standards. Another 
difficulty for investors, said PwC, is 
that 90% of the companies it surveyed 
weren’t reporting ESG issues in a way 
that made it easy to make peer-group 
comparisons.

Groups including the Financial Stability 
Board (FSB) – chaired by Bank of England 
Governor Mark Carney – are trying to 
improve the usefulness of sustainability 
reporting.

In December, the FSB’s Task Force 
on Climate Related Financial 
Disclosures released its long-awaited 
recommendations, which included that 
companies should be specific about 
potential climate impacts and detail how 
they’re addressing them. The Task-Force 
also called for greater transparency in the 
way that climate risks are measured.

Pressure group ClientEarth questioned 
whether voluntary guidelines would 
actually improve ESG reporting. It also 
accused regulators of turning a blind eye 
to inadequate disclosure. “[Disclosing 
material risks] is an existing legal duty,” 
it said. “Regulators must enforce against 
companies that are not disclosing 
appropriately.”

“ ”
There still isn’t alignment on why, what, where, 
and how often to report on ESG issues.
-PwC

ESG REPORTING FAILS INVESTORS

www.sicm.com
http://www.pwc.com/us/ESGpulse
http://library.sasb.org/wp-content/uploads/2016/12/StateofDisclosure-Report-112916-EXCERPT.pdf
http://www.pwc.com/us/ESGpulse
http://blogs.wsj.com/cfo/2016/12/01/top-companies-are-disclosing-sustainability-risks-but-not-the-way-investors-want/?utm_content=buffer2c86e&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer
http://blogs.wsj.com/cfo/2016/12/01/top-companies-are-disclosing-sustainability-risks-but-not-the-way-investors-want/?utm_content=buffer2c86e&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer
http://www.pwc.com/us/ESGpulse
https://www.sicm.com/docs/SICM Weekly Newsletter 166.pdf
http://www.fsb.org/
http://www.fsb.org/
https://www.fsb-tcfd.org/publications/recommendations-report/
http://www.clientearth.org/new-climate-risk-disclosure-recommendations-distract-illegal-industry-practice/
http://www.keepeek.com/Digital-Asset-Management/oecd/taxation/effective-carbon-rates_9789264260115-en#page17
http://www.pwc.com/us/ESGpulse


3MEDIA CONTACT:  CAROLYN ROOSE   carolyn.roose@sicm.comSUSTAINABLE INSIGHT CAPITAL MANAGEMENT  |  SICM.COM

SUSTAINABLE TRENDS  

BIG BUSINESSES POWER UP ON RENEWABLES
What happened? Reaction What next?

Despite the US election result sparking 
predictions of a shift back to fossil fuels, 
some of the world’s largest companies 
made big moves into renewable energy 
in 4Q.

Walmart intends to use clean energy for 
50% of its power needs by 2025, up from 
25% currently. Microsoft made its largest 
ever wind-power purchase recently, 
signing long-term contracts to secure 
electricity for a data center in Wyoming.

Meanwhile, Google says it will reach 
100% renewables soon, buying enough 
clean energy to “offset all the electricity 
used by its 13 data centers and offices in 
150 cities worldwide.” Finally, Apple has 
formed a joint venture to build 200mw 
of photovoltaic solar capacity to power a 
data center in Nevada. Last year, it also 
committed to reaching 100% renewable 
energy worldwide.

“Clean power is too hot for even Trump 
to cool,” ran a Bloomberg headline last 
November. “A less ambitious stance on 
renewables at the federal level could 
encourage corporations to pick up the 
slack,” a clean-energy analyst told the 
news source.

According to Ceres president Mindy 
Lubber, companies are buying clean 
power “not because they’re making 
a political statement, but because 
they have a fiduciary duty to protect 
shareholders and make money.”

Signing long-term energy purchase 
agreements not only gets renewable 
projects built as it guarantees the 
supplier a major  customer — it also 
locks in power prices for up to 15 years, 
protecting companies from price swings 
in commodity markets.

Some 60% of the US Fortune 100 and 
43% of the US Fortune 500 are reported 
to have adopted renewable targets. 
In addition, a PwC survey last summer 
found that 72% of large US businesses 
are planning to buy more renewable 
energy, motivated by desires to reduce 
emissions (85%), generate an attractive 
return on investment (76%), and avoid 
exposure to energy price volatility 
(59%).

To date, the size and complexity of 
renewable-energy purchase agreements 
have mostly put them out of reach of 
all but the biggest businesses. Now 
new initiatives are aiming to let smaller 
companies in on the act.

IN THE NEWS

*Change in inclination over the six months to June 2016 
Source: PwC

More 
inclined, 63%

No change, 
32%

Less inclined, 
5%

Change in companies' inclination to 
buy renewables* 
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CONTINUED

EXPLAINER

Q&A: HARBINGERS OF THE ‘AIRPOCALYPSE’

What causes urban air pollution?

Traffic is the primary culprit, responsible 
for 25% of urban ambient air pollution. 
Other major sources include industrial 
activity (15%), natural dust and sea salt 
(18%), and domestic fuel burning (20%). 
Researchers attribute another 22% to 
“unspecified sources of human origin”, 
which mainly means harmful particles 
generated when two pollutants combine 
in the atmosphere.

Not only are there many sources of air 
pollution, the dynamics involved are quite 
complex: for instance, in 2015 scientists 
discovered that smog-creating compounds 
are released when sunlight strikes the 
grime that coats city buildings. All of which 
makes it a tough problem to solve. Further 
complicating the issue, pollution varies 
over time and from city to city.

How so?

Local topography and climate play a major 
role in determining air quality, while the 
sources of toxic particulates and gases 
are often specific to a location. In Beijing, 
for example, coal plants are the biggest 
cause of harmful smog. In Delhi, farming 
practices in neighbouring states make the 
air much worse at certain times of year. 

With city populations growing, municipal authorities are struggling to find an answer to the 
health problems caused by air pollution. As concern about an urban ‘airpocalypse’ mounts, we 
examine the economic impacts and investment implications of toxic air. 

And in Munich, particulate levels reached 
26 times safe limits on New Year’s Eve 
following a fireworks display.

Why should investors care about 
air pollution?

It is going to influence an enormous 
amount of public and private expenditure 
in the years to come. Beijing is spending 
$2.7 billion to tackle its smog problem this 
year alone, upgrading 2,000 factories and 
phasing out its dirtiest vehicles. Multiply 
this by all the cities worldwide that have an 
air quality problem, and it suggests capital 
flows of a volume that merit investors’ 
attention. There are clearly big return 
opportunities associated with air pollution, 
but also substantial investment risks.

What are the risks?

Toxic air brings significant regulatory 
hazards for some businesses. For example, 
in December Beijing authorities ordered 
1,200 factories to shut or cut output for 
several days. Carmakers are especially 
likely to be impacted by changing rules: by 
2025, Paris, Madrid, Athens, and Mexico 
City will ban diesel vehicles from their 
centres; London’s mayor is under pressure 
to follow suit.

There could also be litigation risks for 
some sectors and individual businesses, 
perhaps along the lines of the tobacco 
law suits. Pressure groups are increasingly 
using judicial systems to force politicians 
to clean up city air: twice in the past two 

Source: WHO
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years, legal actions have been brought 
successfully against the UK government 
for failing to tackle air pollution.  

Besides carmakers, what other 
businesses may be impacted?

Many companies may have to rethink 
core elements of their business models. 
For instance, with the trend toward 
buying online driving a spike in the 
number of high-polluting delivery trucks 
on the roads, internet retailers may 
have to find a greener way to get their 
products to customers or face curbs. 
Amazon recently patented a design for 
a giant floating warehouse, from which 
swarms of package-bearing drones could 
be dispatched. Finally, there may be what 
some investors call ‘systems-level’ effects, 
which would have consequent economic 
impacts.

What are systems-level effects?

The idea is that tackling air pollution 
— or just coping with it — may change 
where and how people live, work, 
shop, and travel. Speculation that “the 
office block and skyscraper may soon 
become surplus to requirements” seems 
premature, but changes to lifestyle and 
consumption patterns are highly likely. 
With the effects of air pollution expected 
to be far-reaching, investors need to start 
thinking about it at both the individual 
security and portfolio levels.

Why is there such a focus on urban 
air pollution now?

Partly because we’re understanding more 
about how damaging it is. The WHO 
estimates that 6.5 million deaths a year 
(11.6% of all global deaths) are associated 
with outdoor and indoor pollution, split 
roughly evenly between the two. Toxic air 
contributes to a range of illnesses, including 
respiratory diseases, neonatal conditions, 
cancers, cardiovascular diseases, 
pulmonary diseases, and asthma. More 
recently, airborne particulates have been 
linked to cognitive decline. Researchers 
found that elderly women living in areas 
of the US with pollution levels above 
regulatory limits were almost twice as likely 
to develop dementia.

Source: WHO

CONTINUED
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Are people taking notice?

Public awareness is growing, increasing 
the pressure for remedial action. 
London has just introduced a new air 
quality warning system — it triggered 
a ‘very high’ alert barely three weeks 
into 2017. Under another scheme, 
100 web-connected gnomes are to be 
installed in the UK’s Olympic Park to 
inform passers-by of pollution levels in 
a way that they’ll understand. “They’ll 
probably just tell you to go home,” says 
the professor behind the idea. Simply 
put, air pollution is no longer a fringe 
issue. Signs of the times: a New York 
designer is offering a shirt (for $500) 
that changes colour when pollution 
levels rise; and you’ll soon be able to 
buy a particulate-filtering scarf, which 
comes with an app that tells you when 
to pull it over your face. 

Is the problem getting worse?

Absent corrective action, the health 
impacts of toxic air are forecast to 
increase due to rising populations, 
urbanization, and economic growth. 
An estimated 92% of the world’s 
population lives in places where air 
quality is below WHO safe limits. 
As more people move to cities, that 
percentage will grow. Already 3.7 
billion people (over half the world’s 
population) live in urban centers, and 
this number is expected to double by 
2050.

Are citites getting on top of the 
problem? 

A host of smog-clearing schemes 
have been proposed, some of them 
with questionable environmental 
credentials. Delhi is considering a plan 
to site old jet engines next to power 
stations to blast particulates high into 
the sky. Generally, though, cities are not 
great at responding to environmental 
issues. As a UN-Habitat report noted, 
“to date, the measures envisaged at 
the global and national levels have 
yet to be accompanied by concerted 
measures at the city and local levels.” 
This is despite a trend toward giving 
municipal authorities more power.

The unwillingness of civic leaders to 
tackle problems that require long-
term solutions has spawned a nimby-
inspired word: nimto-ism (not in my 
term of office). But even with the 
total commitment of public officials, 
the changes required to deal with 
atmospheric pollution are so wide-
ranging that the air we breathe is likely 
to get worse before it gets better. From 
a sustainable investment perspective, 
adaptation will be as much of a key 
theme as mitigation.

Is it all bad news?

Don’t despair. Some of the solutions 
to urban air pollution are positively 
delightful. From Bangalore to 
Singapore, city ‘greening’ schemes 
are tapping the pollution-eating 
properties of trees, mosses, and other 
plants. Paris, for instance, may have 
an additional 100 hectares of green 
rooftops and vertical gardens by 2020. 
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October 6th 191 nations sign up to a UN accord to curb 
emissions from aviation, primarily through off-sets. Aviation 
businesses are also experimenting with greener fuels: Alaska 
Airlines recently made what it claims is the first commercial flight 
using a renewable fuel derived from ‘forest residuals’ — branches 
left over from tree harvesting. Meanwhile, Sweden is considering a 
new airline tax based on distance flown. Critics say it will damage the 
airline industry and do little to reduce emissions.

October 18th  KfW, Germany’s development bank, says it will 
invest €1 billion in 2017 on developing sustainable transport in emerging 
countries. The money is intended to redirect transport “towards a 
vision of climate-friendly urban mobility that goes beyond individual 
transportation.” Meanwhile, the Asian Development Bank is expanding an 
initiative to clean up China’s buses. The Clean Bus Leasing program is a co-
initiative with private investors to put 5,000 environmentally friendly buses 
on Chinese roads by 2018.

November 17th Volkswagen 
launches its new e-Golf car at the Los Angeles 
car show. The company is accelerating its 
development of greener vehicles to distance 
itself from an emissions scandal that has 
already cost it billions of dollars. 

November 10th Dubai strikes a deal with US start-
up Hyperloop One to test the feasibility of a vacuum-sealed 
pod transportation system. If it works, the environmentally 
clean technology could cut the time to travel the 150km (90 
miles) from Dubai to Abu Dhabi to 12 minutes. Hyperloop’s 
backers, who include Tesla’s Elon Musk, say its vehicles could 
reach average speeds well above 800kph (500mph).

November 22nd Morgan Stanley estimates that 
electric car sales will account for 10% to 15% of the global car 
market by 2025. It says sales will be driven more by regulation 
than technology. Electric vehicle makers must overcome a number 
of obstacles before their products hit the mainstream, not least 
the high price of batteries. However, “the sharply rising cost of 
regulatory compliance is pushing (manufacturers) to change their 
strategy.” While the new US administration may go softer on vehicle 
emissions, many other countries continue to tighten rules.

November 3rd A report highlights that the sustainability 
spotlight on transport businesses is broader than emissions. Australian 
researchers estimate that a typical commuter in Melbourne uses 
between 140l and 350l of water per day to travel to work and back – 
once all sources of water consumption are factored in, including building 
transport infrastructure and vehicles. Cars use 6.4l per passenger per 
kilometre on average; diesel trains are not far behind, using 5.2l.

January 12th
Authorities continue to crackdown 
on emissions test cheats. The latest 
automaker to be accused is Fiat 
Chrysler, which could face a fine of 
over $4 billion. The US Environmental 
Protection Agency says 104,000 of the 
business’ vehicles may be affected.

January 17th Five carmakers are among 
13 large companies pledging to invest $10 billion 
in hydrogen-power technology and infrastructure 
within five years. Toyota, BMW, Daimler, Honda, 
and Hyundai are betting that hydrogen fuel-cell 
vehicles could become a significant component 
of the auto market of the future — suggesting 
lithium-battery technology could face a challenge 
for dominance.

January 19th US traffic authorities 
clear Tesla’s autopilot system of blame for 
a fatal crash in 2016. The ruling could be 
a “significant boost” to “the push to bring 
self-driving cars to American roads,” says 
Bloomberg.

January 26th  As developed world consumers 
switch to greener vehicles, older cars and trucks are being 
shipped to the developing world. Most African countries 
import far more used cars than new ones – in Kenya, 99% 
of imported cars are pre-owned — bringing high-polluting 
vehicles onto their roads. The World Bank says the global 
second-hand vehicle trade must be regulated to avoid 
pollution impacts being transferred from rich countries to 
poor ones.  

October 2016

November 2016

January 2017

TIMELINE

TRANSPORT: ALL CHANGE, PLEASE  
Transportation is estimated to account for between one-fifth and one-quarter of global energy consumption and CO2 emissions. 
Initiatives to reduce transport’s environmental and social impacts are driving trillions of dollars of spending worldwide. But as recent 
developments highlight, it won’t be easy for investors to identify which businesses will race ahead and which will be left by the wayside.

Source: SICM
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Agri-bubble
Investors poured a record $25 billion into 
agricultural technology globally in 2015, 
according to AgFunder – about five times more 
than in 2012. Enterprises relating to irrigation, 
robotics and bioenergy attracted the most 
money. The market cooled last year, with 
investment volumes down significantly, but some 
still fear a bubble is developing. “I think there will 
be a lot of failures,” said one venture capitalist.

WORLDVIEW

FOOD PRODUCTION: FAT PROFITS OR LEAN TIMES?
To date, food production has mostly been excluded from climate policies, despite the fact that agriculture, forestry and changes to land use account 
for a quarter of global greenhouse gas emissions. This may change as awareness grows of the enormous impact that agriculture has on the 
environment and society. Businesses up and down the food chain will likely have to adapt not only to tighter rules, but also to greater pressure to 
feed the world in the face of a changing climate.

Scary dairy
California has introduced a law 
aimed at cutting methane emissions 
from the state’s livestock by 40% by 
2030. The main solution proposed 
is manure digesters that generate 
methane as fuel. Changing cows’ 
diets may also help. Farmers say 
the move will ramp up costs when 
they’re already suffering from 
drought and low milk prices. They 
warn that production will move 
outside the state.

Cleaner meat
Institutional investors are urging 
US meat producers to tackle the 
water pollution risks associated with 
feeding and slaughtering livestock. 
Mismanagement of water resources 
“can lead to devastating regulatory, 
reputational, and litigation risks, 
weakening a company’s ability to 
operate profitably,” said one investor. 

Hunger threat
The planet will need 50% more water to produce 
enough food for the nine billion people expected 
to live on it by 2050 – “which we simply won’t 
have,” the UN Food & Agriculture Organization 
says. Producing enough food will require far-
reaching changes not only to the global farming 
sector, but also to people’s diets. Most of the 
planet’s cultivatable land is already in use; only 
parts of Latin America and sub-Saharan Africa have 
scope to bring more land into production.

Farm gas
Scientists say atmospheric levels 
of methane – a more damaging 
greenhouse gas than CO2 – are 
growing at their fastest rate in 20 
years. The spike in emissions is 
being blamed largely on agriculture 
and “could easily negate the 
carbon reductions we are making,” 
one researcher said. Agricultural 
sources of methane include 
livestock, manure pits and flooded 
rice paddies. In agriculture-heavy 
economies like New Zealand’s, 
methane from farming accounts for 
a hefty chunk of the nation’s total 
GHG emissions.

Data harvesting
The business models of agriculture 
companies are changing, says The 
Economist: “These firms are all 
trying to develop matrix-crunching 
software platforms that will act 
as farm-management systems.” 
Though traditional ag-biz activities 
like making tractors and developing 
new crop strains have high barriers 
to entry, technology firms are 
bringing competition to the fast-
growing data side of industry. 
Germany’s Bayer said changes to 
agriculture forced by sustainability 
concerns were a key factor in its 
move to buy Monsanto.

Water risks
MSCI’s analysis of ESG risks in exchange-traded funds found that 
“reliance  on water  by  companies in  the  agricultural  sector  
can alter  the risk  profile  of  [an ETF]  dramatically.” Researchers 
looked at two broad equity funds with ostensibly the same aim – to 
generate high dividends – but found starkly different exposures 
when considering the risks associated with water scarcity.

Sources: Bloomberg; CERES; The Economist; EcoWatch; Fortune; The Guardian; UN Food & Agriculture Organization; US News 
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RESEARCH EYE

Food & Agriculture Oganization of the United Nations
The state of the world’s land and water resources for food and agriculture

A bellyful of risk
Agricultural production systems are are under unprecedented pressure from growing demand for food and 
unsustainable farming practices. By 2050, global food production must increase by about 70% to feed the 
planet’s rising population. Radical change is needed to make the limited land and water resources available 
sufficiently productive. 

MSCI
6 ESG trends to watch in 2017

Let’s get physical
For all the focus on the policy implications of the US election for the last year and more, physical 
risk, not regulatory risk, is the exposure that companies may need to worry about most. According 
to MSCI, 2017 could “mark the year that investors protect their portfolios against climate risk like 
insurers. The question is how.”

Risky Business
Investing in clean energy economy

Sustainability: It’s do-able
Addressing climate change by cutting greenhouse gas emissions is “technically and economically 
achievable using commercial or near-commercial technology,” argues this report. The investments 
required will come mostly from the private sector and may “yield significant returns,” say the 
authors.

Eurosif 
European SRI study 2016

Making an impact
The value of assets directed toward impact investing has increased almost five-fold since 2013, 
according to this study of socially responsible investing practices in Europe. But exclusion remains the 
most commonly used SRI approach.

World Health Organization
Air pollution studies

Air scares
Over 90% of the world’s population lives in places where the air quality falls below WHO limits. 
This report, which includes interactive maps, provides the “most detailed outdoor (or ambient) air 
pollution-related health data, by country, ever reported by WHO.” 
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THE QUARTER... BY THE NUMBERS

671
million is amount paid by Rolls 
Royce, in GBP, to settle bribery 
charges

170
Number of years until men and 
women reach global economic 
equality, according to the World 
Economic Forum

52
Percentage of Japanese companies 
that have seen their audit rules 
tighten

15
Number of companies in Australia’s 
ASX 200 that have no women on 
their boards

12
Number of FTSE 100 companies in 
the UK with an all-male executive 
committee

 

2025
Year by when Unilever has committed 
to make all of its plastic fully reusable or 
recyclable

138 
Number of people killed in the US last 
year by climate-based disasters, which 
also caused $46 billion of damage

78.1 
Billion is the value of green bonds issued 
(USD) globally in 2016. China accounted 
for $31.3 billion

15 
Percentage of conservative US 
Republications who believe climate 
change is due to human activity. 79% of 
liberal Democrats share the view
 
5 
Trillion US dollars of assets that have 
been pledged to fossil fuel divestment

845
Billion value of institutional assets 
(USD) subject to military and 
weapons constraints

411 
Billion dollar cost to the US 
economy of lack of sleep among the 
working population

147 
Percent more calories than 
recommended is the average for 
kids’ menu portions in US franchised 
restaurants

60 
Percentage of Americans who buy 
from socially responsible companies 
(down from 64% in 2015)

4 
Number of US cities that have voted 
to tax sugary drinks

Environmental Social Governance
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READING LIST

IHS Energy 
IHS Energy: Do Investments in Oil 
and Gas Constitute 
‘Systematic risk’?
(link) 

CDP
Thirsty Business (link)

Mindscope
The Art of Great Corporate Culture
(link)

World Economic Forum 
World Economic Forum: The Global 
Gender Gap Report 
(link)

The Kresge Foundation 
The State of Practice in US 
Communities (link)

Grant Thornton Governance Review 
The Future of Governance 
(link)

Companies are investing in sustainability, not because they’re making a political statement, but because they 
have a fiduciary duty to protect shareholders and make money. 

–Mindy Lubber, President of Ceres, quoted by Bloomberg“

“QUOTE OF THE QUARTER
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