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Active is: Investing for real-world change

A shared vision is vital for a sustainable recovery
27/08/2020

  

Summary
The human and economic costs of the Covid-19 pandemic have refocused minds on the challenges facing
societies globally. Solutions will likely involve multiple stakeholders and investors, and blended finance
could be critical in unlocking shared value.
Key takeaways

The Covid-19 pandemic has inspired market participants to think even more creatively
about how to achieve meaningful real-life change through finance
Investors recognise that generating financial alpha is possible while meeting societal
targets, and post-crisis we expect greater emphasis on the social element of environmental,
social and governance (ESG) investing
Blended finance, where development capital spurs private sector investment, allows
investors to invest towards a societal objective within their risk appetite
We believe active managers will play a vital role in structuring deals to maximise the
impact of every dollar invested – from a financial and societal perspective

The overwhelming humanitarian crisis of the Covid-19 pandemic has forced everyone to recalibrate their priorities. Before the pandemic, there was a question
mark over the future of sustainable finance. Now, the crisis has inspired participants in capital markets to think even more creatively about how to achieve
meaningful real-life change through finance.
As an asset manager, the topics we are discussing with policymakers, regulators and investors increasingly echo the agenda for wider society. It is through such a
shared vision – where benefits accrue not just to the stakeholders directly involved but to broader society – that sustainable finance will secure its long-term
success.
Post-crisis, we expect the “S” factors of ESG (environmental, social and governance) – in other words, the social effects of economic activity – to grow in
importance. These will sometimes be addressed explicitly within the framework of the UN Sustainable Development Goals (SDGs).
An increasing number of market participants recognise that generating financial alpha is possible while also meeting societal targets – for example, by investing in
urban regeneration, enhanced digital infrastructure, social housing, or improved education and health services. Furthermore, by influencing corporate leadership
through engagement, asset managers can promote environmental and social priorities.

Dividing up the risk-return benefits in new ways
However, even where different parties share similar goals, they will likely have different responsibilities and distinct long- and short-term objectives.
Transformative ventures also tend to be higher risk. We need to rethink how we can divide up the different risk-return benefits and costs to encourage investment
into such ventures.

However, even where different parties share similar goals, they will likely have different responsibilities and distinct long- and short-term objectives.
Transformative ventures also tend to be higher risk. We need to rethink how we can divide up the different risk-return benefits and costs to encourage investment
into such ventures.
Blended finance – where development capital spurs private sector investment in projects that address societal challenges – can play a crucial role in unlocking
shared value in this context. Allianz Global Investors works closely with development banks who take a subordinate risk that helps protect other investors. This
enables those investors to invest towards a societal objective within their risk appetite – for example, using investment-grade assets only.
As an active asset manager, we see our role as a vital one in structuring these deals in a way that multiplies the impact of every dollar – from both a financial and
societal perspective. There is a clear need for even more new and innovative partnerships to deliver these results.
In addition, we know there must be an educated debate about how to approach the most pressing issues – from the importance of considering ESG factors in risk
management and mitigation to the power of ownership through active stewardship. For example, when it comes to decarbonisation, should investors exclude
“dirty” industries, engage with them, or invest instead in solutions providers? What if the company with the highest carbon emissions in a listed equity carbon
transition portfolio is, in fact, a solar panel company? These examples underscore the challenges faced by investors.

Using today’s sense of urgency to build a new paradigm
The targeted and often thoughtful global responses to the Covid-19 pandemic are an encouraging sign that accelerated change is possible. But we need to press
for a new paradigm to shape the future recovery in the right way. Sustainable finance will play a key role in myriad ways.
If the debt burden of climate action falls on future generations, they should also share in the benefits. Public stimulus programmes need to be conditional on
financing the climate transition of the economy and addressing the many other societal challenges facing the world today, as reflected in the UN SDGs. Carbonpricing mechanisms must better reflect the externalities of fossil fuels – the hidden costs that are still not always reflected in the market price.
At the same time, asset managers and investors need to be vigilant that we do not distort asset pricing, creating bubbles and accusations of “greenwashing”.
Now is also the moment to rejuvenate existing infrastructure – such as electricity networks – while building the social, environmental and energy projects that will
support the well-being and prosperity of future generations. Blended finance is likely to become a very powerful tool for ensuring a resilient recovery and a more
sustainable world, based on innovative public-private partnerships and a new paradigm of competition, collaboration and international cooperation.
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Please read these Terms and Conditions of Use carefully and do not access this website or any pages thereof if you do not agree. Nothing contained in this website
constitutes an offer, solicitation or recommendation regarding any investment management services, or to sell or to buy any security in any jurisdiction. and nothing
contained on this website constitutes investment, legal, tax or other advice and is not to be relied on in making an investment or other decision. Investment involves
risks. Past Performance is not necessarily a guide to future performance. The value of investments, and the income from them, can go down as well as up, and you may
not recover the amount of your original investment. Please refer to offering documents for further information concerning specific products and risks.
This website is intended for the use of investment consultants and other institutional/professional investors only, and is not directed to the public or individual retail
investors. This website is prepared by Allianz Global Investors Asia Pacific Limited (“AllianzGI AP”). AllianzGI AP is not licensed to provide financial services to retail
clients in Australia. AllianzGI AP (Australian Registered Body Number 160 464 200) is exempt from the requirement to hold an Australian Foreign Financial Service
License under the Corporations Act 2001 (Cth) pursuant to ASIC Class Order (CO 03/1103) with respect to the provision of financial services to Wholesale Clients only.
AllianzGI AP is licensed and regulated by Hong Kong Securities and Futures Commission under Hong Kong laws, which differ from Australian laws.
This website may not be circulated or distributed, nor offered or sold, or be made the subject of an invitation for purchase, whether directly or indirectly, to the public
or any member of the public in Australia or to Australian domiciled persons except where such persons are “Wholesale Clients” as defined in section 761G of the
Corporations Act 2001(Cth).

AllianzGI AP is licensed and regulated by Hong Kong Securities and Futures Commission under Hong Kong laws, which differ from Australian laws.
This website may not be circulated or distributed, nor offered or sold, or be made the subject of an invitation for purchase, whether directly or indirectly, to the public
or any member of the public in Australia or to Australian domiciled persons except where such persons are “Wholesale Clients” as defined in section 761G of the
Corporations Act 2001(Cth).
In this website, AllianzGI refers to individual companies that are ultimate subsidiaries of Allianz SE and operate under the AllianzGI brand, including Allianz Global
Investors Asia Pacific Limited. If you would like a complete list of such individual companies, please let us know.
Any form of publication, duplication, extraction, transmission and passing on of the contents of this website is impermissible and unauthorised. No account has been
taken of any person’s investment objectives, financial situation or particular needs when preparing this document. This is not an offer to buy or sell, or a solicitation or
incitement of offer to buy or sell, any particular security, strategy, investment product or services nor does this constitute investment advice or recommendation. There
is no assurance that any securities discussed herein will remain in the portfolio at the time you receive this document.
The views and opinions expressed in this document, which are subject to change without notice, are those of AllianzGI AP and/or its affiliated companies at the time of
publication. While we believe that the information is correct at the date of this presentation, no warranty of representation is given to this effect and no responsibility
can be accepted by us to any intermediaries or end users for any action taken on the basis of this information. Some of the information contained herein including
any expression of opinion or forecast has been obtained from or is based on sources believed by us to be reliable as at the date it is made, but is not guaranteed and
we do not warrant nor do we accept liability as to adequacy, accuracy, reliability or completeness of such information. The information is given on the understanding
that any person who acts upon it or otherwise changes his or her position in reliance thereon does so entirely at his or her own risk without liability on our part. There
is no guarantee that any investment strategies and processes discussed herein will be effective under all market conditions and investors should evaluate their ability
to invest for a long-term based on their individual risk profile especially during periods of downturn in the market.
Investment involves risks, in particular, risks associated with investment in emerging and less developed markets. Any past performance, prediction, projection or
forecast is not indicative of future performance. Investors should not make any assumptions on the future on the basis of performance information in this document.
The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations and you may not get back the amount
originally invested.
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Investors Asia Pacific Limited. If you would like a complete list of such individual companies, please let us know.
Any form of publication, duplication, extraction, transmission and passing on of the contents of this website is impermissible and unauthorised. No account has
been taken of any person’s investment objectives, financial situation or particular needs when preparing this document. This is not an offer to buy or sell, or a
solicitation or incitement of offer to buy or sell, any particular security, strategy, investment product or services nor does this constitute investment advice or
recommendation. There is no assurance that any securities discussed herein will remain in the portfolio at the time you receive this document.
The views and opinions expressed in this document, which are subject to change without notice, are those of AllianzGI AP and/or its affiliated companies at the
time of publication. While we believe that the information is correct at the date of this presentation, no warranty of representation is given to this effect and no
responsibility can be accepted by us to any intermediaries or end users for any action taken on the basis of this information. Some of the information contained
herein including any expression of opinion or forecast has been obtained from or is based on sources believed by us to be reliable as at the date it is made, but is
not guaranteed and we do not warrant nor do we accept liability as to adequacy, accuracy, reliability or completeness of such information. The information is
given on the understanding that any person who acts upon it or otherwise changes his or her position in reliance thereon does so entirely at his or her own risk
without liability on our part. There is no guarantee that any investment strategies and processes discussed herein will be effective under all market conditions and
investors should evaluate their ability to invest for a long-term based on their individual risk profile especially during periods of downturn in the market.
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