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A new market of people new to saving 

9-10 million  
without a qualifying 

pension scheme 

19.7 million people 
in the private sector 
with 14-15 million 

eligible for 
automatic enrolment 

8 million people 
within NEST’s 

intended target 
market 
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NEST Retirement Date Funds – unique single year 
target date funds 

NEST 2058  
Retirement Fund 

NEST 2039 
Retirement Fund 

NEST 2022 
Retirement Fund 

UBS 
Global 

diversified 
equity 

Growth seeking 
assets 

Income seeking 
assets 

BlackRock 
Diversified 

beta 

BlackRock 
Sterling 

cash 

SSga 
Gilts 

SSga 
Index-

linked gilts 

RLAM 
UK 

corporate 
bonds 

Other 
asset 

classes 
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ESG, RI, SRI, sustainability, ownership.....time 
to leave? 

“Socially Responsible Investing? 
That’s just for teenage girls.” CEO 
of FTSE 100 listed company 

Chairman of top fund management 
firm has lashed out at shareholders 
like The Co-operative Asset 
Management who complain about 
uncapped bonuses and demand 
“platitudes” on environmental 
commitments and other such “tosh”.  
Financial Times 
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NEST’s journey 

December 2006 
White Paper.  
Fund choice to 
include Ethical 
Fund 

January 2009 
RI and SRI stakeholder 
event May 2009 

Launch of consultation 
on designing an 
investment approach 

September 2009 
Responsible 

ownership workshop 

March 2011 
Investment approach 
announced – including 
investment beliefs, 
signatory to UNPRI 
and FRC 
 

April 2010 
RI framework begins 
development 

Aug 2011 
Issue mandates for 
RI data, advice 
and ethical fund 

Dec 2011 
TCAM, Manifest and 
Eiris partnerships 
announced 

Dec 2009 
Response to consultation 
published 

Jan 2011 
First fund manager 
mandates announced 

Oct 2012 
Onset of 
employer duties 

 
‘That as long-term investors, 
incorporating environmental, 
social and governance (ESG) 
factors within the investment 

process is in the best interests of 
our members.’ 
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Why take these factors into account? 

target an improvement in environmental, social and 
governance performance where there is evidence that doing so 
can lower risk per unit of return 
target improvements in how markets operate and are regulated 
in jurisdictions where we invest 
encourage companies we are long-term holders of to deliver 
sustainable and stable performance 
reduce the risk to NEST’s reputation resulting from the 
behaviour and attributes of companies and other assets we 
invest in 
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Risk management 

Size 

Workplace Human Rights Environment Board of Directors 

basic industries   noncyclical 
services industries 

  
  

extractive 
industries   

cyclical 
services 

  
  

general industries   
  

noncyclical goods 
industries 

  
  

utilities   cyclical consumer 
good industries   

financials information technology 
industries 

Beta Dividends Growth Leverage 

Audit Climate Change Water 

Value 
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Universal ownership – market  
improvements 

 
Ignore poor governance,  

 health & safety and environmental 
legislation at your peril 
 
Population, climate, food,  

 water, energy and  
 immigration stresses  
 are biting – issues that  
 ESG specialists have been  
 forecasting for years. 
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How do we translate this into action? 

90%

10%

votes checked against policy 
after they have been cast 

discussion with fund managers 
prior to voting

All shares 
held 

Votes checked 
against policy after 
they have been cast 
 
Discussion with fund 
managers prior to 
voting 

Fund manager selection 
Voting 
Engagement 
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What else will we be doing? 
 
ESG factors impact our risk  

 attribution and asset allocation 
 

ESG beyond equity 
 
ESG as specific return seeking  

 elements 
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Right scale? 
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Delivering on objectives 



© NEST Corporation 2012 

Protect 

Pay attention, prioritise and be pragmatic 

Financial value Values of NEST and 
members 

Market 
improvements 

Reputation 

Join UN PRI Priorities Quantitative model for 
risk management, voting 

and engagement 

Very basic  

Starting out 2012 Steady state 
2018 

Moderate 
Very 

active 
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annex 
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Sustainability and sovereign debt  

Source: LGT Capital Management 
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Some caveats 
Workplace fatalities at Lonmin and Apple. Ostensibly the same ESG 
issue: material for one, not for the other. Why? 

 
Totally 
different 
circumstances. 
You need to 
understand the 
particulars of a 
company.  
 
Statistical 
correlations are 
just that. The 
relationship is 
not mechanistic 
between ESG 
and 
performance. 
 

ESG only gives an edge if you’re getting other parts of the investment case 
right! 
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Legal information 

© NEST Corporation. All rights reserved. This information does not constitute financial, 
investment or professional advice and should not be relied upon as such. Reproduction 
in any form of all or any part of these slides is prohibited. 
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