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I am a:
1. Multi-employer plan Union Trustee
2. Multi-employer plan Employer Trustee
3. Plan professional/service provider
4. Investment consultant
5. Public employee pension plan employee/representative

Poll Question
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Which best describes your plan?
1. Defined benefit plan
2. Trustee-directed defined contribution plan
3. Participant-directed defined contribution plan

Poll Question

I13.1-3



Which best describer your plan and ESG funds?
1. My plan has invested in ESG funds.
2. My plan is considering investing in ESG funds.
3. My plan would never consider investing in ESG funds.
4. What’s an ESG fund?

Poll Question
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Which statement best describes your plan 
regarding proxy voting?
1. My plan has proxy voting guidelines.
2. My plan has proxy voting guidelines that concern ESG 

issues.
3. My plan has delegated proxy voting responsibility to an 

outside organization.
4. My plan does not vote its proxies.

Poll Question
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• ESG a common term, with different interpretations by 
region and client type

• Not likely to go away, expect regulation/classification
• ESG likely to drive operational change at the corporate 

level
• Fiduciary Risk? . . .
• Look for alignment of:

– ESG with investment philosophy
– Ownership, relationship, votes

Key Topics
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What Is ESG and Why Is It Important
• Goal is to improve predictability and long-term value, using real world risks 

(probability, magnitude and term)
• Active Stewardship and engagement—Understanding, trust, influence 
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Historical Types of Sustainable Investing
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United Nations SDGs
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AUM by Investing Type

Note: Asset values are expressed in billions of US Dollars. European sustainable investing strategy data is based on extrapolation from historic data 
from the 2008 GSIR report and applying the same proportion to 2020 sustainable investing data across the different sustainable investing strategies.
US SIF Data extrapolates from numbers provided by a subset of overall respondents in its 2020 Trends report. US and Australasia did not report on the
Category of norms-based screening and Australasia on the category positive/best-in-class screening.
Source: Global Sustainable Investment Alliance 2020 review
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Regulation—Greenwashing and Disclosures

Cost to 
Companies and

Asset Managers

Visibility

Consistency

Outdated data
Investor protection
Climate change
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Interpretive Bulletin (IB) 94-1
• Issued to correct the misperception that investments in ESG funds 

(then known as economically targeted investments or ETIs) was 
incompatible with ERISA’s fiduciary obligations. 

• The preamble to the IB explained that the requirements of sections 403 and 
404 of ERISA do not prevent plan fiduciaries from investing plan assets in 
an ETI if:

– The ETI’s expected rate of return was commensurate to rates of return of 
alternative investments with similar risk characteristics that are available to the 
plan, and 

– The ETI was otherwise an appropriate investment for the plan in terms of such 
factors as diversification and the investment policy of the plan. 

• (a.k.a. the “all things being equal” test.)

Interpretive Bulletins
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Interpretive Bulletin 2008-1 
• Stated purpose was to clarify that fiduciary consideration of 

collateral, non-economic factors in selecting plan investments should 
be rare and, when considered, should be documented in a manner 
that demonstrates compliance with ERISA’s rigorous fiduciary 
standards.

• Provided that while ESG factors could conceivably be financial 
factors, fiduciaries should:
– Take care to not too readily reach that conclusion and 
– If they did reach that conclusion, take care not to give the ESG factors 

undue weight.

Interpretive Bulletins (continued)
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• Issued based on the belief that IB 2008-01 had unduly discouraged fiduciaries from 
considering ETIs and ESG factors in making investment choices

• Specifically, the DOL was concerned that IB 2008-1 might be dissuading fiduciaries 
from:

– Pursuing investment strategies that considered ESG factors, even where they are used solely 
to evaluate the economic benefits of investments and identify economically superior 
investments, and

– Investing in ETIs even where economically equivalent.
• Confirmed the DOL’s view that plan fiduciaries could invest in ETIs based, in part, 

on their collateral benefits, so long as the investment was appropriate for the plan 
and economically and financially equivalent with respect to the plan’s investment 
objectives, return, risk, and other financial attributes as competing investment 
choices.

Interpretive Bulletin 2015-1
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• Acknowledged that, in some cases, ESG factors may have a direct relationship to the 
economic and financial value of the plan’s investment. In such instances, the ESG 
issues were not merely collateral considerations or tie-breakers, but rather were 
proper components of the fiduciary’s primary analysis of the economic merits of 
competing investment choices. 

• Acknowledged further than when a fiduciary prudently concluded that an ETI 
investment was justified based solely on the economic merits of the investment, 
there was no need to evaluate collateral goals as tie-breakers.

• Made clear that, consistent with fiduciaries’ obligation to choose economically and 
financially superior investments, the DOL did not believe ERISA prohibited a fiduciary 
from addressing ETIs or incorporating ESG factors in investment policy statements or 
integrating ESG-related tools, metrics and analyses to evaluate an investment’s risk or 
return or choose among otherwise equivalent investments.

Interpretive Bulletin 2015-1 (continued)
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• Amended longstanding regulations under Section 404(a) of ERISA and 
imposed new standards and conditions understood to relate to the use of 
ESG factors by ERISA fiduciaries making investment decisions. 

• Said by then-Secretary of Labor Eugene Scalia to “ensure that retirement 
plan fiduciaries are focused on the financial interests of plan participants 
and beneficiaries, rather than on other, non-pecuniary goals or policy 
objectives.”

• Specifically, the 2020 Rule required—Except in very limited circumstances—
That investment decisions be based solely on “pecuniary factors,” 
i.e., factors “expected to have a material effect on the risk and/or return of 
an investment based on appropriate investment horizons consistent with 
the plan’s investment objectives and the funding policy . . . ”

2020 Rule—“Financial Factors in 
Selecting Plan Investments”
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• Limited the use of ESG factors in QDIAs and strictly prohibited a fund from 
being selected as the QDIA if the fund’s described objective or goal or 
principal investment strategy included, considered, or indicated the use of 
one or more nonpecuniary factors.

• Imposed procedural and documentation requirements designed to create 
evidence of compliance with this new limitation and specific additional 
hurdles and restrictions for defined contribution plans subject to participant 
directed investments, and in particular popular defined contribution plan 
default investment options (QDIAs).

• Although the 2020 Rule, unlike initial proposal, did not use the term “ESG,” 
many believed that the 2020 Rule would have the practical impact of 
discouraging the consideration of ESG factors when making investment 
choices. 

2020 Rule—“Financial Factors in 
Selecting Plan Investments” (continued)
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• Issued in October 2021
• Made clear that, when considering projected returns, a fiduciary’s duty of prudence may often require an 

evaluation of the economic effects of climate change and other ESG factors on the particular investment or 
investment course of action.

• Provided three sets of examples that, depending on the facts and circumstances, may be material to the 
risk-return analysis.

– The first set of examples includes climate-change related factors, such as a corporation’s exposure to the physical and 
transitional risks of climate change and the positive or negative effect of government regulations and policies to 
mitigate climate change. 

– The second set of examples includes governance factors, such as those involving board composition, executive 
compensation, and transparency and accountability in corporate decision-making, as well as a corporation’s avoidance 
of criminal liability and compliance with labor, employment, environmental, tax, and other applicable laws and 
regulations.

– The third set of examples includes workforce practices, including the corporation’s progress on workforce diversity, 
inclusion, and other drivers of employee hiring, promotion, and retention; Its investment in training to develop its 
workforce’s skill; Equal employment opportunity and labor relations.

Proposed Rule—“Prudence and Loyalty 
in Selecting Plan Investments and 
Exercising Shareholder Rights” 
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• Eliminated the pecuniary factors test and applied a new standard that 
required that fiduciaries’ evaluation of an investment or investment course 
of action be based on risk and return factors that the fiduciary “prudently 
determines are material to investment value, using appropriate investment 
horizons consistent with the plan’s investment objectives and taking into 
account the funding policy of the plan.”

• Confirmed in the preamble to the proposed Regulation that ESG factors may 
be material investment risk and return and cross-referenced the three sets 
of ESG factors in the proposed Regulation, with the potential result that 
fiduciaries will now be more comfortable to consider ESG factors as material 
to risk and return.

Proposed Rule—“Prudence and Loyalty 
in Selecting Plan Investments and 
Exercising Shareholder Rights” (continued)
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• Eliminated requirement in 2020 Rule that “competing” potential investments be economically 
indistinguishable before fiduciaries could use collateral factors as tie-breakers and imposed a 
special documentation requirement on the use of such factors. 

– Replaced those provisions with a standard that requires the fiduciary to conclude prudently that competing 
investments, or competing investment courses of action, equally serve the financial interests of the plan 
over the appropriate time horizon. 

– In such cases, the fiduciary is not prohibited from selecting the investment, or investment course of action, 
based on economic or non-economic benefits other than investment returns. 

• Affirmed that ESG-focused investment options could be used as a retirement plan’s qualified 
default investment alternative (QDIA). However, to the extent that an individual account plans 
use a tiebreaker in the selection of a designated investment alternative, the plan must 
prominently disclose the collateral considerations that were used as tie-breakers to the plan’s 
participants

Proposed Rule—“Prudence and Loyalty 
in Selecting Plan Investments and 
Exercising Shareholder Rights” (continued)
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• Names Rule 
• ESG Rule

– ESG Integration (ESG factors generally not more 
significant)

– ESG-Focused (ESG factors are significant or the main 
consideration)

– ESG Impact (seek an ESG objective—KPI’s)
• Climate Disclosure for companies

SEC ESG Proposed Disclosures
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• Estimated 80% of MSCI ACWI physical VaR comes from Coastal Flooding (MSCI Climate VaR)
• Driven by: Rising sea levels + stronger typhoon wind speeds = storm surge

Rising populations adding to city compression of underlying land

Environmental—Coastal Flooding
2050 Estimated Flood Zones (red) during Annual Floods with 2°C warming scenario.

Mumbai, IndiaThe Pearl River Delta, China Bangkok, Thailand
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Source: FactSet, Vontobel. Chart represents companies in the MSCI ACWI where Intangible value is between -$5 million and $25 million USD and with no more than 
500,000 employees. Intangible value is calculated as market capitalization minus book value. Also excludes companies with book value < 5% of total assets or 
negative book value. The companies identified may or may not represent a position in our portfolio. This is not a recommendation to purchase or sell, but merely an 
illustrated example. The reader should not assume that an investment in any securities identified was or will be profitable. Data as of 30 November 2021. 

Number of Employees

I13.1-23



Governance—Dual Share Class
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Key Takeaways Session 
Evaluation—
Scan this 
QR code.

Session 
eval QR 

code here

• Maintain your focus on the plan beneficiaries you 
represent—Fiduciary responsibility always comes first

• ESG investing is not new, but some of the language is
• ESG takes many forms, not all of them are 

“concessionary”
• Administrations may come and go, but ESG investing is 

here to stay
• ESG investing, like most subjects today, will continue to 

be politicized
• Expect to see more regulation as assets in the space 

grow
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This presentation is for information purposes only and nothing contained in this document should constitute a 
solicitation, or offer, or recommendation, to buy or sell any investment instruments, to affect any transactions, or to 
conclude any legal act of any kind whatsoever. 
Any projections contained in this presentation are based on a variety of estimates and assumptions. There can be no 
assurance that the assumptions made in connection with the projections will prove accurate, and actual results may 
differ materially. The inclusion of projections should not be regarded as an indication that Vontobel considers the 
projections to be a reliable prediction of future events and projections should not be relied upon as such.
This disclaimer applies to this presentation and the oral or written comments of any person presenting it.
Except as permitted under applicable copyright laws, none of this information may be reproduced, adapted, uploaded 
to a third party, linked to, framed, performed in public, distributed or transmitted in any form by any process without 
the specific written consent of Vontobel Asset Management Inc (“Vontobel”). To the maximum extent permitted by law, 
Vontobel will not be liable in any way for any loss or damage suffered by you through use or access to this 
information, or Vontobel’s failure to provide this information. Our liability for negligence, breach of contract or 
contravention of any law as a result of our failure to provide this information or any part of it, or for any problems with 
this information, which cannot be lawfully excluded, is limited, at our option and to the maximum extent permitted by 
law, to resupplying this information or any part of it to you, or to paying for the resupply of this information or any part 
of it to you. 
© 2021 Vontobel Asset Management, Inc. All Rights Reserved.

Disclaimer
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