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Why the coming months are critical to a decisive
green transition
28/07/2020

  

Summary
As the world battles the COVID-19 pandemic, responsible investors can help make the economic recovery
sustainable and inclusive by engaging with the right stakeholders. A PRI (Principles for Responsible
Investment) working group has developed recommendations for a policy engagement framework to help
guide the investment community’s actions. Here are highlights of the group’s findings.
Key takeaways

Sustainability objectives can be built into the financial stimulus and policy mechanisms
that support the recovery from the downturn triggered by COVID-19
The coming months are critical to a decisive green transition, and research shows that
many stimulus measures aimed at decarbonization have high job creation potential and
economic multipliers
Companies, investors, policymakers and other stakeholders must focus on social issues and
human rights to build a fairer, more inclusive economy
Corporations should examine the role they play in promoting sustainability, and recipients
of stimulus funds will need to demonstrate how they will create value for a range of
stakeholders
To address the COVID-19 crisis effectively, investors have a clear role to play – but it’s also
incumbent on the investment industry to act responsibly and encourage policy change

While the COVID-19 pandemic has put many aspects of our economy and lives on hold, it has not changed the need to build a more sustainable world. From
fighting climate change to addressing social inequality to improving corporate governance, the list of pressing issues is long. Fortunately, there are many ways to
build sustainability objectives into the financial stimulus and policy mechanisms that support the recovery.

The coming months are critical to a decisive green transition
The climate emergency continues to be one of the most pressing issues facing our world today. Policymakers should seize the opportunities created by shifts in
markets and behaviors to accelerate change, focusing where possible on areas in which the COVID-19 recovery and decarbonization priorities are most closely
aligned. A May 2020 paper from the Smith School of Enterprise and the Environment at the University of Oxford underscores the urgency. The authors concluded
that “progress on climate change will depend significantly on policy choices in the coming six months,” arguing that “the right choices could drive a long-term
downward trend in greenhouse gas emissions.”
To create a decisive green transition, governments must target their stimulus spending while helping to shape markets that deliver for people and the planet.
Fortunately, many governments – including those in Canada, Germany, France and South Korea – have already signaled their intention to pursue that direction
of travel. The European Union has published ambitious proposals for a recovery plan to build “a more sustainable, resilient and fairer Europe.” Global leaders
have recognized that the UN Sustainable Development Goals (SDGs) can support global responses that “leave no one behind,” and there is a growing consensus

To create a decisive green transition, governments must target their stimulus spending while helping to shape markets that deliver for people and the planet.
Fortunately, many governments – including those in Canada, Germany, France and South Korea – have already signaled their intention to pursue that direction
of travel. The European Union has published ambitious proposals for a recovery plan to build “a more sustainable, resilient and fairer Europe.” Global leaders
have recognized that the UN Sustainable Development Goals (SDGs) can support global responses that “leave no one behind,” and there is a growing consensus
around the need to mobilize significant private capital to deliver on these ambitions. This creates opportunities for investors.
Research shows that many stimulus measures aimed at decarbonization have high job creation potential and economic multipliers. This adds to the case for
sustainable investment – which has grown stronger over time:
Sustainable innovations in areas such as low-carbon infrastructure have achieved great success over the past decade, showing how green stimulus can
deliver growth and jobs alongside decarbonization
Vital technologies (such as renewable energy generation) have become cost-competitive globally, and others (such as electric vehicles) may be ready to enter
the mainstream, given the right infrastructure and incentives
During the pandemic, sustainable investments have performed relatively well, and many low-carbon sectors continue to have more growth potential than
high-carbon incumbents

Now is the time to reconsider “social” outcomes
The COVID-19 pandemic has had an outsize impact on the world’s poorest citizens and highlighted the poverty and vulnerability experienced by millions of
people, for whom decades of economic growth and development have failed to deliver prosperity and security. This is prompting more investors to focus on social
issues and human rights, bringing much-needed attention to the “S” in ESG (environmental, social and governance).
To help these efforts, the investment industry must improve the methodology and data for incorporating social outcomes into investment strategies, the allocation
of assets and overall stewardship. Corporations must also do their part, and many are leading the way in defining their social purpose and impact. International
human rights standards have also been sharpened, offering companies, investors, policymakers and other stakeholders a framework on which to build a fairer,
more inclusive and resilient economy.

Expect more scrutiny of corporate purpose and value
The pandemic has sparked renewed scrutiny of corporate purpose and the role that the responsible investment industry can play in shifting businesses toward
sustainable development objectives. Companies will be expected to take a responsible approach toward capital allocation decisions – particularly on the issue of
executive pay. Stakeholders increasingly expect pay to be tied to performance, which should include the impact on employees, suppliers and communities. And
recipients of bailouts or stimulus funds will need to demonstrate even more clearly how funds will be used to create value for a range of stakeholders.

Successful implementation also takes clear fiscal and monetary policies
As governments respond to the crisis affecting their citizens, they need to incorporate sustainability objectives into the financial stimulus and policy mechanisms
that support the recovery. So far, we have seen fiscal stimulus and monetary policy that are reminiscent of wartime in their scale and scope. While these measures
have been appropriate, given the urgent need to kick-start the economy, a credible exit strategy is needed on multiple fronts:
An extended period of low capital costs – for both debt and equity – could trigger excessive risk-taking and a misallocation of resources, potentially fueling
another asset bubble
If ultra-easy monetary policy supports risky assets for longer, whether via a low discount rate or through the “socialization” of investment risks (as central
banks buy up private sector assets), wealth inequality could increase further
Governments are rescuing private sector firms by taking equity stakes and providing liquidity – an inevitable consequence of the crisis – but they need to find
a way of exiting from this fiscal support in the medium term; governments are unlikely to be better entrepreneurs than the business owners themselves

The world needs urgent action and cooperation on many fronts
To address the COVID-19 crisis effectively, governments, investors, asset managers and other stakeholders must work together to design policies that are
transparent, effective and aligned with sustainability goals – while securing funding that can accelerate solutions.
Investors have a clear role to play, but it’s also incumbent on the investment industry to act responsibly and encourage policy change. As an active and responsible
asset manager, we owe it to our clients and beneficiaries to support a recovery that is sustainable and inclusive – and delivers concrete reforms. We are confident
that our colleagues in the investment industry will do the same as we address today’s global challenges together.

Stefan Hofrichter participated in interviews with the PRI (Principles for Responsible Investment) on behalf of Allianz Global Investors to provide input into this
report.
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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
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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).
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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