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welcome to brighter

Mercer is pleased to present the results from
, that was conducted over October/November 2021 with
8 respondents.

The aim of the survey is to assist in understanding the range of
beliefs and views of the Committee on
and
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ESG Understanding

13%

Well developed

63%

Fairly well developed

25%

Not well developed

Committee Comments:
• "The committee has been provided training and I am aware of ESG through my own research and
knowledge. I state that I am not well developed simply because one needs a maturity of
perspective from multiple angles when it comes to topics such as these."
• "Flow of funds into ESG funds is impacting valuations."
• "As a recently appointed member and attended one meeting thus far also my induction training"
• "I would find it hard to put into words but when discussed, I am not surprised or confused about
many issues"
• "I know enough to know that there is still more that I need to understand in this area. Whilst I
broadly understand the risks, issues and opportunities with focusing on ESG in our investments I
recognise that there are knock on consequences that are often harder to comprehend."

N=8

As a Committee Member, my view is that ESG
issues:
Create investment risk, which should be
measured and managed appropriately

13%

Drive new opportunities, which the Fund
should explore

13%

Create both risk and opportunity, each of
which should be reviewed
Create neither material risk nor opportunity
and should not be a priority at this time
N=8

Committee Comments:
• "Given the context of recent conversations around fossil fuels and driving the Fund to being
fossil fuel free is almost impossible. Consuming time on this takes time away from other
meaningful ways of long term investing."
• "Committee members lack the financial knowledge to understand the investment implications
of ESG issues, and should not be engaging in stock picking behaviour or similar."
• "WE DON'T DO SUFFICIENT!"

63%

13%
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Please select the statement you most agree with.

25%
50%
25%

Is appropriate
ESG and stewardship are in the best interests
of the beneficiaries, they should be considered
regardless of financial materiality.

13%

Could go further, and should be reviewed

Don't know - I need more information to
develop a view as to whether ESG
considerations deserve more focus

N=8

ESG and stewardship could materially impact
the best financial interests of the Fund's
beneficiaries. The Committee risks failing in its
fiduciary responsibilities if it disregards ESG
concerns.

The responsibility lies with the Fund's
investment managers.

63%

25%
N=8

Committee Comment:
• “ESG issues are being incorporated into our portfolio via our
managers in the same way as any other investment issue.”

Committee Comment:
• “ESG is predominantly a financial consideration like any other. It should be outsourced to
investment managers, whose performance should be monitored.”
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Investing in strategies that target long-term ESG themes (e.g. energy,
water, demographic trends) on the basic that such opportunities will
generate good risk-adjusted investment

•
•
•

Identifying
exposure to
sensitive areas

1

25%

38%

0%

38%

0%

2

13%

25%

13%

13%

38%

3

25%

13%

0%

25%

38%
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13%

13%

50%

25%

0%
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25%

13%

38%

0%

25%

N
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1 +2

38%

63%

13%

50%

38%

Climate change risk

Broad ESG risk management

Identifying exposure to sensitive areas (e.g.
controversial weapons)

Committee Comments:
•

Ranking

Investing in
Broad ESG
strategies that
Investor
Climate
risk
target long-term stewardship change risk
management
ESG themes

Investor stewardship (voting and
engagement)

N=8

"ESG is complex and multi-faceted. The "E", "S", and "G" each require careful consideration. I strongly believe that a focus on impact investing or similar is inappropriate for the fund, it will inevitably lead to unnecessary risk concentration
and as such potentially lead to the fund breaching its fiduciary duty."
"Very difficult as with any ranking of things. Just because I put something lower down doesn't mean I think it isn't important - It is more important than many things just perhaps not as important as the ones I have ranked higher"
"I would include Climate change and a just transition to a different economic and business models that stabilises the amount of greenhouse gases being emitted and then reduces the amount of GHG in our atmosphere. Both these aspects
should be our priority. Fortunately many of the actions needed to be taken to reduce GHGs also result in greater social justice e.g. better insulated homes and fewer fossil fuel powered vehicles on or roads reducing air pollution."
"I did not want to prioritize as I consider all the above must be considered equally in the whole"

ESG and Investment Decisions
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respondents most agree with the statement:

While

most agree with

The total may not equal 100% due to rounding.

Committee Comments:
• "I have gone with the selection above because ESG has become a headline topic over
the years. Having said that, it may be similar to Black Lives Matter which has become
a headline topic with many organisations rushing to declare their visible support and
acknowledgement of what all sorts of diversity might bring to an organisation's overall
performance, but there are many who were already spearheading this movement and
there is a difference between surface level change and deeper structural change."
• "ESG is a risk/opportunity like any other. It is important that we feel confident our
managers treat it as such, but it is ultimately important because of the impact it can
have on fund performance. Managers are better placed than committee members to
judge how to incorporate it."
• "I think there is a swing towards funds that take seriously ESG matters. To invest in
anything else is risky."

Shareholders should monitor key ESG
issues (e.g. board effectiveness and
accountability), as they have an oversight
role in relation to their investee companies.

25%

Investors should monitor material ESG risks
closely, as the consistent mishandling of ESG
issues is an early indicator of wider
management or financial problems that have
yet to emerge.
Company directors should focus on delivering
their company’s strategy and not be led by the
ESG-related views of the market. The“poor”
management of ESG issues is subjective and
investors interpret it differently.

75%

0%

N=8

Committee Comments:
• "ESG is an evolving topic. Risk is understood very differently by different people. Some may understand it
on a very mathematical level, others on a far more subjective basis."
• "Shareholders should be active stakeholders, but this should be done by managers and not by end
investors."

50%

In addition to governance issues, shareholders should
consider all relevant, material environmental and social
factors. This is a prudent approach to investment and
risk management and should result in long-term benefits
to the Fund, its members and the sponsor.

88%

25%

ESG risks arising within the Fund's portfolio create
reputational risks for the Fund. On this basis alone the
Committee should be mindful of these issues when
making investment decision.

13%

25%
0%

The Committee should only focus on delivering the best
financial returns and closing the funding gap. All other
issues are a distraction.

N=8
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Indirectly and from a risk perspective,
they can provide return benefit. However,
it is down to our investment managers to
capture broader, value-adding
opportunities.
Yes - as they drive new opportunities
which the Trustees should explore.
“Green” investments never make money
and it isn’t up to the Trustees to save
the world.
N=8

0%

No Committee Comments.

Yes - systemic, portfolio wide issues such
as climate change should be actively
monitored as they may be a source of
new return opportunities, as well as risk.

Committee Comments:
• "I needed to think deeper about the top two choices above and
reflect through my own private investments in addition to the
things I have been exposed to at Lambeth. In the end I chose
the second option because LBL has the duty to look at this
rather than leaving it solely to the investment managers."
• "Committee members have no training or experience to enable
them to judge where financial return comes from. Most would
struggle to define the concept of risk adjusted return."
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Climate risk will only have a gradual impact over
multiple decades.

25%

Yes
Asset prices could change quickly in the
medium term, in recognition of the longer term
risks, and will need to be addressed now.

25%

Climate change is already materially impacting
asset prices today and should be a current
priority.

Climate change risk is not relevant in the context
of the Fund.

0%

Somewhat

75%

No

13%

These risks are irrelevant in
the context of the Fund

13%

50%

0%

N=8

Committee Comments:
• "I take a broad perspective on this. Having looked at asset prices for the past 15 yrs, I think they can
do anything in reaction to many things and whether Kenneth Fisher or my dog have opinions, will not
necessarily change my mind on broader multi-year themes."
• "It is a regulatory risk like any other."
• "Clearly already a huge issue, just look at COP26 and the focus there on financial issues and
institutions "
• "I feel certain the market is already shifting to reflect the risks of Climate and the Ecological
Emergency however in the medium term things are going to get really volatile as tipping points are
realised."

N=8

Committee Comments:
• "I work at the Council and I listen to topics at the Pensions Committee meetings. I
come from a Chemical Engineering background and have always kept myself
informed about energy and developments. Having said that, relating this type of
knowledge to genuine appreciation of risks for the LBL Fund can be difficult. For
instance there can be analysis that shows star fund managers are very good at what
they do and analysis that shows a pin-the-tail-on-the-donkey approach can work
relatively well too."
• "The fund does not engage in stock picking at the committee level, nor should it. As
such these single name issues are irrelevant to the work of the committee."
• "I don't think anyone could ever say they were totally informed!"
• "This is such a huge area and I don't think anyone I know can feel fully adequately
informed about the risks mentioned let alone the impact on the financial markets and
fiduciary duty. That said I am reasonably well informed and 'somewhat' possibly
doesn't quite describe it."

Voting and Engagement

Please select the statement
you most agree with:

Please select the statement
you most agree with:

25%

If shareholders are unhappy with the way a
company is being run they can simply “exit”
i.e. sell their shares.

75%

Shareholders have responsibilities. All
shareholders should vote their shares and
exercise their “voice” (i.e. engage with
portfolio companies) as part of their
stewardship (active ownership) duties to
beneficiaries.

0%

Voting is a useful means of communicating
with company management, especially for
minority shareholders. It should always be
considered, but is not a mandatory activity.

N=8

13%

25%

63%

Collective engagement (i.e. working with
other like-minded investors) can be an
effective means of influencing companies
but should only be considered by the best
resourced and most informed investors.
Collective engagement by shareholders
comes with high opportunity costs (time and
effort) and uncertain benefits (low probability
of success)

Acting collectively with other investors is an
effective way to engage with companies,
especially for minority shareholders. Without
collective action, improvements in
management processes would often not
occur
N=8

Committee Comment:
• “Shareholders are owners and should act as such”

Committee Comment:
• “Collective action by shareholders to drive changes in management behaviour is
appropriate”
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Alignment of Interest and Reputation

13

88%
Yes

13%
No

Yes includes:
•
Not listed as I think they are already being taken into account.
•
Certain weapons (cluster bombs etc), pornography, gambling, resource extraction in conflict regions.
•
Fair trade - supply chain issues
•
Human Rights What happens when there are conflicts, eg. when company has good environmental credentials but
dubious human rights track record?
•
I think that there are a number of industries that we should not be investing in. Key to those are fossil fuel extractors.
After that are high GHG intensive industries and the arms industry. There are also many industries that are creating
a lot of social injustice either by disrupting water or food supplies or destroying forests. Mining companies that are
destroying swathes of indigenous land and communities or using child labor. I think as a committee we need to have
more information about where our money is going and for us to discuss the ethics of that.
•
Companies invested in should be good employers.
•
Modern slavery, climate change, gender equality, conflict, products that harm health like tobacco, delivering a good
return for pension holders.

N=8
The total may not equal 100% due to rounding.
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ESG expectations
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Please select the statement you most agree with.

1. The Committee should not set
ESG expectations of investment
managers and advisers as they will
be hard to implement.

2. The Committee should be
pragmatic and set clear ESG
expectations only where these
issues are well understood and
known to have relevance to
investment outcomes.

3. The Committee should set clear
expectations of its investment managers
and advisers on how ESG considerations
are incorporated into the investment
activities / advice. These should apply to all
asset classes and areas of advice.

75%

25%
0%

N=8

Committee Comments:
• "I needed to think more deeply about the second and third options above. I think option 3 works at a very high level - so for example, no investment in so called sin activities. I think option 2
works at a deeper level whereby the hard practicalities come to the fore."
• "The committee should ensure it selects asset managers who incorporate ESG issues into their investment process"
• "I have not been convinced that our investment managers are aligned with my views hence my choice above. I hope this questionnaire will help :)"

Member Views

Which areas do you believe
are of more concern to
members?

100%
63%

Governance

63%

Social

0%

• "Thanks useful made me think. But need clearer explanation/information
on Mercers role i.e. can you be proxy active share holders?"

Environmental

• "As with most surveys the options were quite limited and usually one
extreme or another whereas my choices would probably be a bit more
nuanced and I would have ended up going into too much detail if I had
used the comments box (a bit like this!) However it is a good starting
point in terms of the training sessions to follow, thank you! "

None of the above
N=8

• "Thank you for making me think further about these really important
issues. As I mentioned at the last meeting I am really concerned about
money going into property and housing and potentially disaffecting our
members through higher accommodation charges - even if that is
indirectly because our funds are not being invested directly in Lambeth."

*Respondents were allowed to indicate more than
one option, therefore the total may exceed 100%.
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Key Findings

of Committee
Members believe that
area is
more concern to
members and employers
in the Fund.

of respondents most agree with
statement

of respondents
believe there certain
ethical or moral
considerations the
Committee should take
into account.

When making
investment decisions.
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Potential next steps

• Identify any additional specific ESG training needs and schedule ESG
training session(s)
• Continue work to agree and establish a credible net zero target
• Update the Fund’s Investment Strategy Statement and Responsible
Investment Policy
• Consider ways in which to better understand the investment managers’
approaches to RI & ESG
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Data confidentiality standards
To ensure the confidentiality of all data, a minimum
number of observations is required in order for statistics
to be displayed.

Human Resource professionals who deal regularly with surveys are aware of the variance that
may exist in survey data. Data may fluctuate slightly from year to year due to changes in the
participant base. It is also important to note that within a sample, a significant amount of data
may be reported by one organization. It is also possible for data to change drastically from
year to year due to industry-related factors and economic conditions.

 Three organizations must report at least three
observations for a variable in order for the mean and
frequencies to be displayed.

Mercer is providing this survey information to its clients to permit them to make independent
decisions regarding salaries and benefits. Because the exchange of salary and benefit
information among competitors may be construed in certain circumstances as a means to
facilitate an antitrust violation, Mercer has taken appropriate steps in collecting and
disseminating this information in order to avoid such perceptions.

 Four organizations and four observations are required
for display of the median.
 Five organizations reporting at least five observations
are required to display 25th and 75th percentiles.
 In single-answer questions the total may not equal
100% due to rounding.

The information and data contained in this report are for information purposes only and are not
intended nor implied to be a substitute for professional advice. In no event will Mercer be liable
to you or to any third party for any decision made or action taken in reliance of the results
obtained through the use of the information and/or data contained or provided herein.

 In multiple-answers questions organizations may
indicate more than one option, therefore the total may
exceed 100%.
 A double hyphen i.e. “--” has been indicated where
there are insufficient data for analysis

If you have questions regarding the survey or the report,
contact us at:

Tony.English@mercer.com
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