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This session will discuss the integration of climate and environmental, social and governance (ESG) factors
in institutional investment strategies. It will notably explore the role of shareholder actions and better
climate disclosure to help institutional investors and investee corporations integrate climate risks in their
investment decisions. The session will also explore available channels and instruments to help
institutional investors benefit from investment opportunities associated with climate action, such as
sustainable or low-carbon indices, green bonds and direct investment, as well as the role of family offices
and philanthropies.
An increasing number of institutional investors (including pension funds, insurance companies and
asset managers) acknowledge the risks and opportunities associated with climate change and climate
action. A recent HSBC survey found that more than 60% of investors and 50% of issuers now have an
environmental, social and governance (ESG) strategy in place, 1 a recent trend, especially since Mark
Carney’s call-to-action speech in 2015, and the adoption of the Paris Agreement. 2 According to Mercer,
17% of European pensions schemes now consider the financial impact of climate change, a three-fold
increase from those surveyed in 2017. 3
As a result, several institutional investors are taking action to integrate climate change risks and
opportunities in their investment decisions. Various investment strategies are available for institutional
investors to factor climate change, including: active engagement, divestment, exclusion, best-in-class
approach, and thematic investing.
An increasing number of institutional investors also recognise the importance of climate disclosure to
serve as an effective tool for strategic decision-making process, drawing on the recommendations of
the Task Force on Climate-related Financial Disclosures (TCFD), which are quickly gaining support. 4 A
recent survey by Asset Owners Disclosure Project (AODP) found that a quarter of the 100 largest
pension funds globally indicate they have a fiduciary duty to consider climate risk in their investment
decisions. 5
Nevertheless, there are practical implementation challenges to integrate ESG factors – including
methodological issues (e.g. forward-looking scenario analysis), technical limitations (e.g. data
availability and comparability) and behavioural issues. There is no one-size-fits-all approach; various
tools and actions are available, based on emerging practices and various investment strategies across
asset classes and geographies.
There is also a growing number of green financial products available to channel institutional investment
in green investment across asset classes and investment types, including green bonds, ESG equity
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indices and benchmarks, and co-investment tools. The forthcoming OECD Progress Update of
Approaches to Mobilising Institutional Investment in Sustainable Infrastructure shows that public actors
have a variety of tools and techniques to activate institutional investment, including through innovative
partnerships and investment vehicles. There are however outstanding challenges to channel
institutional investment in green infrastructure, especially in emerging economies.
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