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Foreword
Casey C. Clark, CFA©
President and Chief
Investment Officer,
Rockefeller Asset
Management

David P. Harris, CFA©
Chairman,
Rockefeller Asset
Management

We called 2019 the inflection point and 2020 the breakout years for sustainable
investing, as allocators increasingly accepted the risk and return benefits of
incorporating environmental, social, and governance (ESG) factors into an
investment process. We believe two main trends will continue in the years ahead:
sustainable returns and adoption.
Sustainable Returns

Adoption

While it’s challenging to appropriately benchmark ESGintegrated strategies given their complexity and varying
approaches, both leaders and improvers styles have
demonstrated strong performance over the prior three
years. In the U.S., companies with positive ESG attributes,
as measured by the MSCI USA Extended ESG Focus
Index outperformed their non-ESG counterpart by 0.7%
annualized over the prior three years with similar levels
of risk. Referencing our proprietary research, companies
ranked in the top quintile of Rockefeller’s ESG Improvers
ScoreTM (REIS) outperformed the Bloomberg U.S. 3000
Index by 5.6% annualized over the past three years while
bottom quintile “decliners” underperformed by -4.0%.

Alongside the risk and return evidence, sustainable assets
in open-ended funds and ETFs rose 53% in 2021 to $2.7
trillion, according to Morningstar. This is an accurate
measure of growth, as the figures don’t include funds that
only employ limited exclusionary screens or integrate
ESG considerations in a nondeterminative manner.

Looking at ESG improvers multi-factor strategies, the
Bloomberg Rockefeller U.S. All Cap Multi-Factor ESG
Improvers Index—which blends quality, low volatility, and
ESG Improvement attributes with manageable tracking
error and minimal sector deviation—outperformed
the Bloomberg U.S. 3000 by 2.5% in 2021 and 3.1%
annualized over the prior three years. We see similar
trends globally with developed market top quintile ESG
improvers and bottom quintile decliners, as measured
by REIS, generating 7.0% and -7.0% annualized returns,
respectively, relative to the MSCI All-Country World
Index (ACWI), a global equity benchmark. Additionally,
the MSCI Emerging Markets (EM) and EAFE Extended
Focus ESG Indices both outperformed their non-ESG
counterparts by 0.9% annualized over the past three
years with similar levels of risk.
1

Despite the growth, a chasm between European
and U.S. adoption remains. Europe is the largest,
fastest growing, and most diverse ESG market,
capturing 81% of assets globally relative to 13% for
the U.S. Why is the U.S. market noticeably smaller
than Europe? There remains a perception in the
U.S. that ESG investing is associated with negative
screening and concessionary returns, whereas many
European investors believe that incorporating ESG
information has the potential to fulfill fiduciary duties
and enhance alpha.
Against this backdrop, we outline the top five
overlooked sustainable investing trends which we
believe will garner more attention in the years ahead.

1. Allocators will look to ESG improvers value
strategies to balance growth exposure.

We see interest growing from institutional investors
for ESG-integrated value strategies to complement
ESG leaders, which often stylistically tilt to growth, as
evidenced by the 6% Forward P/E premium of the MSCI
World ESG Leaders Index versus MSCI World Index.
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ESG improvers approaches are more aligned with
the value investor’s philosophy that seeks to identify
cheap stocks mispriced by the market. At Rockefeller
Asset Management, we firmly believe in the risk and
return benefits of ESG improvers. The goal is to identify
companies with mispriced ESG fundamentals that can
drive financial returns. Research suggests that many
firms with high ESG performance are more highly
valued by capital markets.1 A company investing in
material ESG issues can create future economic benefits
by enhancing intangible assets and reducing liabilities.
In other words, by focusing on improvement, investors
have the potential to capture a valuation premium, and
companies can bolster competitive advantages.

2. Food and agriculture will become a
widely recognized megatrend.

Research from McKinsey & Co. suggests that five climate
technology categories could attract $2 trillion of capital
per year by 2025 and abate 40% of greenhouse gas (GHG)
emissions by 2050. FoodTech and AgTech ranked second
behind electrification. This is an underappreciated,
multi-decade megatrend driven by four dynamics:
—
—
—
—

Food and agriculture account for 25% to 35% of
global GHG emissions.2
The world will need to increase food production by
greater than 50% (to feed nearly 10 billion people
in 2050).3
24% of all food produced is lost or wasted from
farm to fork.4
In the U.S. alone, $1.1 trillion was spent in 2019 on
producing, processing, retailing, and wholesaling food.

The costs jump to $3.2 trillion when externalities such
as human health and the environment are considered,
according to The Rockefeller Foundation’s True Cost
of Food Report. This is an industry ripe for disruption.
Public and private market strategies will proliferate to
address four sustainability themes shaping the future
of food: 1) Improving health, 2) Increasing productivity,
3) Reducing emissions, and 4) Minimizing waste.

3. Sustainable investors will increasingly
consider mining strategies.

The mining sector has been scrutinized for lack of
governance, environmental damage, operating
conditions, and labor management controversies.
With that said, society has undeniable dependencies

on mining. Beyond mining for energy sources, non-fuel
minerals are necessary to build infrastructure (steel,
concrete, roads, and buildings), fertilize food, and
attain net-zero commitments. Nickel, copper, lithium,
and cobalt are commonly sourced as the top metals
needed for the energy transition. A detailed report
by the World Bank highlights aluminum, manganese
chromium, iron, lead, manganese neodymium, steel,
and zinc as necessary components to produce wind
turbines, solar panels, and batteries.5
We believe that demand will increase for ESG mining
strategies as investors building 100% sustainable asset
allocations seek inflation protection. One example is
buying mining companies necessary for a sustainable
future and utilizing shareholder engagement to create
shareholder value and catalyze ESG improvement. We are
already starting to see mining companies moving in this
direction. According to S&P Global Market Intelligence,
21 of the 30 largest metals and mining companies by
market capitalization have set net-zero GHG emissions
targets or are already claiming carbon neutrality.

4. Climate analysis will rapidly advance beyond
point-in-time carbon footprint assessments.
We believe that climate change is transforming
economies and markets. Tools to help investors
analyze forward-looking transitional and physical risks
are advancing beyond point-in-time carbon footprint
reports. This will not only help investors make better
decisions, but it will lead to more market participants
pricing-in climate risks and opportunities. Examples
of forward-thinking climate analysis include: assessing
scope three emissions (referred to as value chain
emissions), emission attribution exposure verses
benchmarks, percent of a portfolio at risk with a twodegree temperature rise, percent of portfolio with
ambitious or approved science-based climate targets,
physical risks, and carbon emission pathways to 2050 for
a portfolio and benchmark relative to carbon budgets
established by the International Energy Agency.
Propelling all this forward is legislation in Europe and the
U.S. In March 2022, the SEC proposed rules that would
require registrants to disclose information about (1)
governance of climate-related risks, (2) potential impact
on consolidated financial statements, (3) relevance to
business strategy, business model, and outlook, and (4)
impact from severe weather events.6

1 	 Serafeim, George. “ESG: Hyperboles and Reality.” Harvard Business School, 2021.
2 	 Ritchie, Hannah. “How much of global greenhouse gas emissions come from food?” Our World in Data, March 2021.
https://ourworldindata.org/greenhouse-gas-emissions-food
3 	 “Creating a Sustainable Food Future.” World Resources Institute, July 2019. https://research.wri.org/wrr-food
4 	 Ibid.
5 	 “The Growing Role of Minerals and Metals for a Low Carbon Future.” World Bank Group and Extractives Global Programmatic Support (EGPS), June 2017.
6 	 SEC’s Press Release: https://www.sec.gov/news/press-release/2022-46
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5. The drawbacks of divesting will receive
increased media attention.
Divestment is one of the most debated issues in the U.S.
It has the potential to drive positive change and raise
awareness of major problems. Examples include South
African apartheid in the 1980s and the Russian invasion
of Ukraine. The first school to divest its endowment
of companies doing business in South Africa was
Hampshire College. By the late 1980s, 155 colleges had
at least partially divested, the international community
had imposed economic sanctions, and hundreds U.S.
companies had cut ties with the region.7,8 The result
was capital flight, currency depreciation, and economic
malaise. A similar pattern is occurring today with Russia.
Crippling economic sanctions have been imposed, and
over 450 companies have withdrawn from Russia as of
the end of March 2022.9 Divestment also runs the risk of
unintended consequences leading to worse outcomes
for society and investors. In George Serafim’s paper
ESG: Hyperboles and Reality, he notes that markets
have a correction mechanism for when a company’s
valuation falls significantly below its cash flow
generating capacity: at some point, a buyer steps in,
often from the private markets. This hurts transparency

Casey C. Clark, CFA©
President and Chief Investment Officer,
Rockefeller Asset Management

and limits investor’s ability to affect changes via
engagement. We see this unfolding today as 500
transactions accounting for approximately $60 billion
of oil, gas, and coal assets were transferred to private
investors over the past two years.10 That’s not to say
divestment has no value. It just needs to be balanced
with other tools available.
At Rockefeller Asset Management, ESG-integrated
research emphasizing improvers coupled with in-depth
shareholder engagement is core to our philosophy
of delivering alpha and positive outcomes. We are
committed to constructing investment strategies that
seek outperformance across fundamental, systematic,
and thematic approaches, and we are proud of the
partnerships forged over the past two years with
institutions and intermediaries throughout Europe,
including Switzerland and the Nordics, both of which are
at the forefront of sustainable investing. We will continue to
build partnerships to expand our product lineup – shown
below - in a manner that leverages our 30 years of ESG
investing experience, 40 years of effective shareholder
engagement, and the Rockefeller network , which has
the potential to generate insights and outcomes not
commonly found in the investment community.

David P. Harris, CFA©
Chairman, Rockefeller Asset Management

Distinctive Equity, Alternative, and Fixed Income Capabilities
Fundamental

Equity

Alternatives

Fixed Income

— Global ESG
— Non-U.S. ESG
— U.S. ESG
— U.S. Small Cap
— U.S. SMID

Systematic

— U.S. All Cap ESG Improvers
— ESG Improvers ETFs*

Thematic

— Climate Solutions
— Ocean Engagement
— Health & Wellness*
— Food & Agriculture*

— Long / Short Equity
— Taxable
— Tax-Exempt

*In-development or concept phase
7 	 “Divestment from South Africa.” Amherst College. https://www.amherst.edu/campuslife/our-community/studentgroups/greenproj/divest/history-ofdivestment-at-amherst/node/590306
8 	 “Apartheid.” Britannica. https://www.britannica.com/topic/apartheid
9 	 “Over 450 Companies Have Withdrawn from Russia – But Some Remain.” Yale School of Management, March 26, 2022.
10 “Who buys the dirty energy assets public companies no longer want?” The Economist, February 12, 2022.
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Decades of RAM Thought Leadership
1970s
1977

2010s (cont.)
2019

“Mission-Related” Odyssey Fund launched

Advisor for World Resources Institute (WRI) High
Level Panel for a Sustainable Ocean Economy

1990s
1996

Won PRI’s ESG Research Report of the Year Award
for work with the UN assessing the impact of
climate change on investment portfolios

ICCR (Interfaith Center on Corporate Responsibility)
Ceres Investor Network on Climate Risk and
Sustainability (current Carbon Asset Risk Working
Group member)

2000s

2020s
2020

2001

International Corporate Governance Network
(ICGN)

2002

One of 35 original investors to launch the Carbon
Disclosure Project (CDP) questionnaire

2010s
Became UN Principles for Responsible Investment (PRI)
signatory

2013

Began work with the Sustainability Accounting
Standards Board, participating in several Industry
Working Groups that informed the draft Standards

Established relationship with Bloomberg to create
systematic ESG improvers strategies.

Invited to be a founding member of United Nations
Environment Programme Finance Initiative’s (UNEP FI)
TCFD Working Group as the only U.S. Asset Manager
Climate Action 100+

2018

Received 6th A+ on UN PRI Assessment Report for
Strategy & Governance and A+ for Listed Equity –
Incorporation
Launched Rockefeller’s ESG Improvers ScoreTM (REIS)

2021

2012

2017

One of five founding members of UNEP FI’s Climate
Resilience Risks and Opportunities Coalition

Became members of PRI Plastics Working Group
Council for Institutional Investors (CII)
Became SASB Alliance members
Sustainable Blue Economy Finance Principles Signatory

Joined FAIRR Aquaculture Collaborative
Engagement to enhance sustainability of feed
supply chains
NYU Stern Center for Sustainable Business and RAM
publish research paper examining the relationship
between ESG and financial performance
SASB Sector Advisory Group on Consumer: Advisor
to help enhance disclosure of material ESG issues
Net Zero Asset Managers Initiative Signatories
Joined HRH Prince of Whales Sustainable Markets
Initiative (SMI) Asset Manager Task Force. Led and
wrote Investor Expectations for Shipping Transition to
Net Zero Emissions
Won PRI’s ESG Incorporation Initiative of the Year
Award for our submissions titled ESG Improvers: An
Alpha Enhancing Factor

Joined Seafood Business for Ocean Stewardship (SeaBOS)

Strategy Launches
1991

Global ESG Equity

2011

U.S. Small Cap ESG

2012

Climate Solutions (Formerly
known as “Ocean Strategy”)
Core Taxable ESG Fixed
Income
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Short Term Taxable ESG
Fixed Income

2018

2014

Intermediate Tax-Exempt
ESG Fixed Income

2020

Ocean Engagement

2016

Global ESG Fossil Fuel Free

2021

Bloomberg Rockefeller
U.S. All Cap Multi-Factor
ESG Improvers

2013

Non-U.S. Fossil Fuel Free

Rockefeller
Rockefeller Asset
Asset Management
Management || 2021
2021 Sustainable
Sustainable Investing
Investing Annual
Annual Report
Report

U.S. Equity ESG
Non-U.S. Equity ESG

Sustainable Investing History
and 2021 Accomplishments
The Rockefeller heritage in sustainable and impact investing dates back to the 1970s, when the family office began
public and private investment programs that incorporated environmental and social values into the investment
process. Rockefeller family members have long held the view that investment decisions have imperative moral,
social, and financial dimensions. Drawing on the intellectual capital built over the decades, Rockefeller Asset
Management has won two headline PRI Awards in the past three years and offers equity, alternative, and fixed
income strategies that seek to deliver alpha and positive outcomes. We do so by leveraging our 30 years of ESG
investing experience, 40 years of effective shareholder engagement, and the legacy that has the ability to convene
global networks to generate insights not commonly found in the investment community.

2021 Accomplishments

We are proud of all that we accomplished in 2021. Among the highlights are:

ESG and Financial Performance
We examined the relationship between ESG activities at organizations and
their financial performance over the last five years via a 12-month joint research
project with NYU Stern’s Center for Sustainable Business. Reference our
research paper “ESG and Financial Performance: Uncovering the Relationship
by Aggregating Evidence from 1,000 Studies Published between 2015 – 2020.”

2021 PRI Award Winner:
ESG Improvers – An Alpha Enhancing Factor
ESG Incorporation Initiative of the Year
We were awarded the 2021 UN PRI Award for ESG Integration Initiative of the Year for our
project “ESG Improvers – an alpha enhancing factor." Predicated on our view that investors
will increasingly differentiate between ESG leaders and ESG improvers, namely those firms
showing the greatest improvement in their ESG footprint, and that these improvers offer
the potential to generate uncorrelated alpha over the long run, our project showcased
Rockefeller Asset Management’s proprietary process, called Rockefeller ESG improvers
Score (REIS), to calculate a firm’s ESG trajectory. This is the second PRI award that Rockefeller Asset Management
has been awarded over the past three years.
1. Product development: We partnered with Bloomberg to launch the first-of-its-kind Bloomberg Rockefeller
Multi-Factor ESG Improvers strategy;
2. ESG integration: We used the approach to enhance its long-only and long-short fundamental research and
idea generation process; and
3. Stewardship: This informed engagement approach seeks to create shareholder value and catalyse positive
ESG improvement.
The Principles for Responsible Investment (PRI) is an international network of investors (supported by, but not part of, the United Nations) working to understand
the investment implications of ESG factors and to support its international network of investor “signatories” in incorporating these factors into their investment and
ownership decisions. The PRI Awards recognize signatories in four ESG-related categories. Signatories are invited to nominate projects and entries are assessed by
an independent panel of judges who score them against category-specific criteria. These awards are subjective and do not reflect on the future performance or ESG
capabilities of Rockefeller. Furthermore, these awards do not reflect an endorsement of Rockefeller by PRI or any of the judges or signatories.
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—

We made a Climate Solutions 40-Act Fund available
to U.S. investors. The global equity strategy investing
in firms offering climate mitigation or adaption
solutions was established nearly a decade ago in
collaboration with The Ocean Foundation.

—

We generated positive outcomes via our
shareholder engagement four-stage escalation
process. Reference our case study series featuring
the following topics and companies (see page 25):
— Diversity, Equity and Inclusion
— Shenzhou Board Changes
— Data Privacy and Security
— Becton Dickinson
— Deutsche Post DSL Group

—

At the invitation of The Prince of Wales, His Royal
Highness, we were included as a member of
the Sustainable Markets Initiative’s (SMI) Asset
Managers and Asset Owners Taskforce (AMAO) to
work on meaningful and actionable plans to help
accelerate the world’s transition to a sustainable
future. The SMI’s Stewardship and Engagement
Working Group set out to develop industry specific
guidance for the transition to net-zero emissions.
The group chose Shipping as the first of several
sectors on which to focus. Led by Rockefeller Asset
Management, nearly 30 asset managers and asset
owners jointly authored a document titled Investor
Expectations for Shipping – Transition to Net Zero
Emissions, which provides clear guidance to
companies in shipping and related industries.

Our sustainable investing process seeks to deliver on three strategic pillars:

1.

2.

3.

Enhance alpha via ESG-integrated
and thematic research

Create long-term shareholder
value and catalyze positive change

Inform our research and
engagement process

Research:

Engagement:

Thought Leadership:

The following pages provide a look into these three pillars and how we are using each to help our clients achieve
their sustainable investing objectives. Please do not hesitate to reach out to our Rockefeller Asset Management team
if you would like to learn more.
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Research

ESG Integration Research: Seeks to generate alpha
Rockefeller’s Proprietary Materiality Map identifies ESG issues that are
material to the risk and return profile of companies across 77 Sustainable
Industry Classification System (SICS®) industries. It serves as the foundation
for our investment research and engagement process. In the years ahead,
we believe that investors will increasingly differentiate between ESG
improvers and ESG leaders, and that the former may offer greater potential
for generating alpha over the long run.

ESG Improvers:
An Alpha Enhancing Factor
Casey C. Clark, CFA©
President and Chief
Investment Officer,
Rockefeller Asset
Management

Sheryl Tierney, CFA©
Director of ESG Integration,
Portfolio Manager
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At Rockefeller Asset Management, we specialize in ESG integrated and
thematic strategies seeking to generate excess returns. In the years ahead,
we believe that investors will increasingly differentiate between ESG leaders
and improvers, and that the latter offers greater potential for generating
uncorrelated alpha over the long run. Our economic and market rationale for
ESG improvers is as follows:
—

The market overemphasizes ESG leaders while undervaluing improvers.

—

Improving ESG practices have the potential to increase brand value,
enhance customer and employee loyalty, reduce costs, and create long
term competitive advantages.

—

Improvers provide another lens into management quality, a key attribute
of future business success.

—

Active engagement accelerates ESG improvement.

We have long integrated materiality and ESG improvers concepts into our
research process. In 2020, we built Rockefeller’s ESG Improvers Score (REIS)
to rank a company's improvement in performance on material ESG issues
relative to industry peers. REIS is utilized in Rockefeller Asset Management’s
(1) systematic strategies, (2) by fundamental analysts conducting bottomup research, and (3) as we explore the future of ESG reporting alongside
financial performance.
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Quantifying ESG Improvement for Systematic Strategies
Step 1: Materiality Mapping
The process centers on Rockefeller Asset Management’s proprietary Materiality Map, which was based on
initial guidance from the Sustainable Accounting Standards Board (SASB). The Materiality Map identifies ESG
issues that are material to the risk and return profile of companies across several industries. There are a total
of 34 material ESG issues, including air quality, climate physical risk, climate transition risk, customer privacy
and data security, diversity and inclusion, labor rights management, talent retention and attraction, and board
independence, among others.
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Automobiles & Components
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Customer Privacy and Data Security material
issue weight
Opportunities in Health and Nutri tion
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Access to Finance material issue weight
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Water and Wastewater Management
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Product Lifecycle Management material
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Following the construction of the Materiality
Map, an extensive data-mapping exercise
was carried out to determine which metrics
best quantify each material ESG issue and
correlate with financial performance.

Quantifying Improvement: Rockefeller’s Materiality Map and ESG Relevance Ranking™
Air Quality material issue weight

Step 2: Data Mapping

Consumer
Discretionary

Consumer Durables & Apparel
Consumer Services
Retailing
Food & Staples Retailing
Consumer Staples Food, Beverage & Tobacco
Household & Personal Products
Energy

Energy
Banks
Diversified Financials
Insurance
Health Care Equipment &
Services

ESG data lacks standardization, coverage
for smaller cap companies, and a complete
history for back-testing purposes. To
≥ 50% ESG
Relevance
overcome these challenges, we impute
data using a linear interpolation and other
Page 1
statistical approaches such as supervised
machine learning. At the individual company
level, linear interpolation techniques are used to estimate missing values of metrics that have at least two values
in their time series data. In the second stage of interpolation, we use a supervised machine learning algorithm
to predict missing values by grouping firms of similar peer groups together.
Financials

Health Care

Industrials

Pharmaceuticals, Biotechnology
& Life Sciences
Capital Goods
Commercial & Professional
Services
Transportation

Source: Rockefeller
Asset Management.
STRICTLY PRIVATE AND
CONFIDENTIAL
– FOR INVESTMENT
PROFESSIONAL USE ONLY.

Information
Technology
Materials
Real Estate
Utilities

Semiconductors &
Semiconductor Equipment
Software & Services
Technology Hardware &
Equipment
Materials
Real Estate
Utilities

Step 4: Calculating Material Issue Weights
After integrating data providers and utilizing academic imputation best practices, a quantitative process is used
to determine material issue weights referred to as Rockefeller ESG Relevance Ranking (RERR). The weights are
calculated based on the statistical significance of regressions investigating the relationship between financial
performance and material ESG issues.

Step 5: Constructing REIS
The score is derived by running regressions of the 12-month ESG momentum against key financial variables
while controlling for the sector and market cap of the security. We seek to isolate the component of a firm’s ESG
trajectory unexplained by traditional financial variables such as price to book ratio and return on equity, making
it useful when integrating with traditional investment factors and ESG leaders strategies.
Back-tested, hypothetical data shows the risk and return ramifications of tilting toward ESG improvers and
correlation benefits of integrating with traditional investment and ESG leaders approaches. Results covering
U.S. stocks, including integration with Bloomberg’s U.S. Fundamental Factor Models, can be found in our paper
titled ESG Improvers: An Alpha Enhancing Factor. Historical data on a global universe of equities can made
available upon request for institutional investors and will be published later this year.
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Fundamental Analysis Assessing ESG Improvement
Beyond integrating REIS into systematic strategies, fundamental analysts utilize Rockefeller Asset Management’s
proprietary materiality framework to assess a company’s ESG trajectory by leveraging REIS, direct dialogue with
companies, sustainability reports, regulatory filings, and other sources. In many instances, the research culminates
in separate investment and ESG pitches. The latter follows a consistent template outlining ESG risks, which
can be broken down industry- and company-specific risks, and opportunities for improvement. The heat map
below helps visualize the process. The y-axis plots ESG risks as high, medium, or low, and the x-axis breaks down
opportunities as declining, neutral, or improving. Companies plotted in the red shaded areas that have high ESG
risks and do not show improvement require another layer of due diligence. ESG issues that are not the primary
driver of the investment thesis are low risk. The green areas reflect companies that are improving, either through
internal measures or have the potential via shareholder engagement. As an example, a fundamental analyst might
determine that a company currently plots on the black X, and the arrow signals the direction it may be headed.
Analysts estimate a company’s location and direction to set the stage for further discussions.

ESG Risks

High

Medium

Low
For illustrative
purposes only

Declining

Neutral

Improving

ESG Opportunities

With that framing, one of the lead exhibits in a research analyst's ESG review of a company being considered
for a portfolio shows the intersection between Rockefeller Asset Management’s fundamental and quantitative
analyses. As illustrated below, it outlines the company's ESG Industry Relevance, or ESG risks for the industry,
overall ESG footprint, trajectory, and top material issues. The exhibits following this dive deeper into key material
issues, potential impact to a valuation model, and potential shareholder engagement targets.
Fundamental Assessment

Quantitative Assessment

ESG Industry Relevance

Medium

Medium

Overall Score

Best-in-Class

69th Percentile

Trend

Improving

39th Percentile

Top Material Issues

Supply Chain Management, Executive
Compensation Alignment, Labor Rights and
Workplace Safety

Board Governance, Executive Compensation
Alignment, Labor Rights and Workplace
Safety

In Practice: Long-Short Equity Strategies
As we seek to transform the future of ESG-integrated investing across asset classes, we are particularly
excited about the potential for long-short investors to source long ideas from top quintile improvers and
short ideas from bottom quintile decliners.
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The Future of ESG Reporting
As demand for reporting portfolio-level ESG tilts grows and regulation becomes more stringent, we explored
approaches to visualize over and underweights relative to benchmarks. Traditional ESG reporting shows
one-dimensional bar charts of a portfolio’s weight toward leaders and laggards or improvers and decliners. In the
future, we believe a two-dimensional grid with risks on the y-axis and opportunities on the x-axis will gain wider
acceptance. The primary driver of the investment thesis is not ESG issues when ESG risks are low. We intend to
leverage this reporting framework as we gain more comfort with the data and inputs.

Relative Weights: Rockefeller’s Global ESG Strategy vs MSCI ACWI (12/31/2021)
Underweight high ESG risk
decliners
High
ESG Risk

Low
ESG Risk

-3.7%

-3.8%

-1.0%

-4.0%

1.4%

0.0%

3.5%

4.6%

3.1%

Decliner

Overweight low risk
improvers
Improver

At Rockefeller Asset Management, we have long believed that ESG-integrated analysis emphasizing trajectory,
coupled with deep shareholder engagement, can deliver strong long-term results for our clients. Our focus on
financial materiality, ESG improvers, and quantifying ESG trajectory via REIS has wide-reaching implications for
systematic, long-only fundamental, and long-short fundamental investment approaches and ESG reporting.
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Thematic Investing:
Seeking to Capitalize on Megatrends
ESG integration helps investors understand risks and opportunities often overlooked by traditional analysts to
improve an investment process. We often say that ESG investing cannot make “bad” investors “good,” but it can make
good investors better. Thematic investing focuses on companies contributing or detracting from a megatrend. We
define a megatrend as benefiting from a combination of three multi-decade tailwinds:
—

Government policy

—

Next generation consumers

—

Technological innovation

Examples of megatrends include technology innovation, climate change, health & wellness, and food & agriculture.
Once a megatrend is identified, we have a process to leverage our research, scientific network, and intellectual
capital built over 10+ years of thematic investing to identify companies aligned with the theme. Investors can then
select a solutions or engagement approach.
1. Solutions Approach: Identifies companies that deliver products or services that help mitigate or adapt to the
megatrend.
2. Engagement Approach: Seeks to reverse harmful business practices resulting from the megatrend and
catalyze positive change through shareholder engagement.

Select Megatrend

Build Customized
Universe of Equities

—

Autonomy & Robotic
Technology

Research + Network
+ History

—

Climate Change

—

Domestic Onshoring

—

Food & Agriculture

—

Future of Work

—

Health & Wellness

—

Responsible
Consumer

—

Urbanization

TRADITIONAL
INVESTMENT
UNIVERSE

Launch Investment
Strategies

Identify Approach

Solutions

—

Climate Solutions

Seeks companies
that help to adapt
and mitigate

—

Health & Wellness

—

Food & Agriculture

—

Ocean Engagement

Engagement

EXPANDED ROCKEFELLER
INVESTMENT UNIVERSE

Seeks to reverse harmful
business practices and
catalyze positive change
through engagement

The investment and research process described herein may change over time. The description set forth above is intended as a general
illustration of some of the criteria considered in selecting investments. Not all investments will meet such criteria.

With a megatrend selected, customized universe of equities created, and solutions or engagement approach
identified, public or private market strategies seeking excess returns can be designed to execute on the mandate.
Examples of three megatrends—climate change, food & agriculture and health & wellness—and the investment
opportunities that each has created, are outlined on the next page.
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Climate Change: Mitigating and Adapting
Climate change is transforming economies and markets, creating long-term opportunities for companies delivering
products or services that help reduce greenhouse gas (GHG) emissions (referred to as mitigation) and adapt to
a changing climate (adaptation). The illustration below demonstrates how climate change creates opportunities:
Transforming Economies
and Markets

Climate Change Has a Broad and Cascading Impact

Flooding

Damages
Infrastructure

Changes Living
Standards

Droughts

Increases Air
Pollution

Reduces
Productivity

Threatens Human
Health

Increases Public
Awareness

Wildfires

Disrupts Power
Supplies

Rise of the
Middle Class

Rising
Sea Levels

Destabilizes Food
Supplies & Prices

Aging
Demographics

Extreme Seasonal
Temperatures

Threatens Water
Quality & Quantity

Urbanization

Executed by

Severe Storms

Increases Public Policy Response

— Regulation
— Central Bank Policy
— Fiscal Policy

Changes Consumer Behavior

— Shifts in Buying Preferences
— New Societal Norms Established
— Alters Voting Behavior

Creating New Opportunities
in Environmental Sectors
Renewable Energy and
Energy Efficiency
Water Infrastructure
and Technologies
Waste Management
and Technologies
Climate Support Systems

Sustainable Agriculture

Catalyzes Technological Innovation

— Efficiency gains reduce costs
— Established industries
transformed

— New industries formed

Pollution Control

Healthcare Mitigation

The impact on stock prices is noticeable, as the FTSE Environmental Opportunities Index outperformed the
FTSE Global All Cap Index by 4.6% annualized over the past five years, as of February 28, 2022. We believe
that outperformance may continue as multi-decade tailwinds unfold and technologies advance. Investment
opportunities of the future will be led by early or established innovators with the pipeline of sustainable private
companies expanding and incumbents building products or services to address market pain points.

The Future of Food & Agriculture
Food and agriculture is an overlooked megatrend supported by three tailwinds; government policy,
next-generation consumers and technological advancements. Our belief is supported by the following findings:
—

FoodTech and AgTech could attract $400 billion - $600 billion of capital per year by 2025 according to
McKinsey & Co. It ranks second behind electrification in the climate technologies category.11

—

An estimated 25% to 35% of global GHG emissions are caused by the production or consumption of food,
either from land use, agricultural production, food waste, or elsewhere along the supply chain.12

—

The world will need to increase food production by greater than 50% to feed nearly 10 billion people in 2050.13

—

24% of all food produced is lost or wasted from farm to fork.14

—

79% of consumers are changing their purchasing preferences based on sustainability. Consumers practice
sustainability led behavior by reducing meat consumption, buying brands with sustainability as a core value
proposition, limiting single-use plastic, and minimizing waste.15

11 “Innovating to net zero: An executive’s guide to climate technology.” McKinsey & Company, October 2021. https://www.mckinsey.com/business-functions/
sustainability/our-insights/innovating-to-net-zero-an-executives-guide-to-climate-technology
12 Ritchie, Hannah. “How much of global greenhouse gas emissions come from food?” Our World in Data, March 2021. https://ourworldindata.org/greenhousegas-emissions-food
13 “Creating a Sustainable Food Future.” World Resources Institute, July 2019. https://research.wri.org/wrr-food
14 Ibid.
15 “How sustainability is fundamentally changing consumer preferences.” Capgemini Research Institute, 2020.
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—

In the U.S. alone, $1.1 trillion was spent in 2019 on producing, processing, retailing, and wholesaling food.
The costs jump to $3.2 trillion when externalities such as human health and the environment are considered,
according to The Rockefeller Foundation.16

This is an industry ripe for innovation across both public and private markets. We see the transformation firsthand
given our connectivity and network to private companies disrupting the space. Four themes will drive the future
of food and agriculture: 1) Improving health, 2) Increasing productivity, 3) Reducing emissions, and 4) Minimizing
waste. Examples of emerging sub-themes include alternative proteins, novel ingredients, plant sciences, precision
agriculture, crop protection, smart farm equipment, indoor agriculture, animal technologies, testing and inspection,
processing and packaging, and waste management.

Four Themes Will Drive the Future of Food and Agriculture
Improving
Health

Increasing
Productivity

Reducing
Emissions

Minimizing
Waste

Health & Wellness: Advancing Physical and Mental Wellbeing
Aging demographics, the rising middle class, next-generation consumers, increasing access to care, and
technological innovations are transforming the global health landscape. Governments are focused on providing
better access to higher-quality care at lower costs. At the same time, changing consumer preferences and
technological advancements have pushed health innovation beyond the doctor’s office into our everyday lives.
Here are a handful of facts that reinforce the point:
—

The cost of sequencing the human genome has dramatically declined from over $10 million per Human
Genome to under $1,000, enabling new generations of precision medicines and diagnostics.17

—

A study found that between 2012 and 2018, the percentage of surgical procedures using robotics increased
from 1.8% to 15.1%18

—

The WHO projects the number of people living with dementia will increase by 40% globally by 2030 and
subsequently rise another 79% by 2050.19

—

By 2030, almost half of the U.S. population is projected to be obese.20

—

It is estimated that the shift to value-based care, where providers are paid based on patient outcomes, has the
potential to save the U.S. health care system $600 billion to $1 trillion annually.21

Investable themes that will drive this industry forward include precision medicine, advanced tools and diagnostics,
fitness and sustainable nutrition, connected devices and AI technology, surgical innovation, mental wellbeing,
disruptive delivery models, and other areas of unmet medical needs, including obesity and Alzheimer’s.

16 “True Cost of Food: Measuring What Matters to Transform the U.S. Food System.” The Rockefeller Foundation, July 2021. https://www.rockefellerfoundation.
org/report/true-cost-of-food-measuring-what-matters-to-transform-the-u-s-food-system/
17 "The Cost of Sequencing a Human Genome.” NIH National Human Genome Research Institute, November 2021. https://www.genome.gov/about-genomics/
fact-sheets/Sequencing-Human-Genome-cost
18 Sheetz et al. “Trends in the Adoption of Robotic Surgery for Common Surgical Procedures.” JAMA Network, January 2020. https://jamanetwork.com/journals/
jamanetworkopen/fullarticle/2758472
19 “World failing to address dementia challenge.” World Health Organization, September 2021. https://www.who.int/news/item/02-09-2021-world-failing-toaddress-dementia-challenge#:~:text=At%20the%20same%20time%2C%20the,to%20139%20million%20by%202050.
20 “Close to half of U.S. population projected to have obesity by 2030.” Harvard T.H. Chan School of Public Health, December 2019. https://www.hsph.harvard.
edu/news/press-releases/half-of-us-to-have-obesity-by-2030
21 Bestsennyy et al. “From facility to home: How healthcare could shift by 2025.” McKinsey & Company, February 2022. https://www.mckinsey.com/industries/
healthcare-systems-and-services/our-insights/from-facility-to-home-how-healthcare-could-shift-by-2025
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ESG Fixed Income
Update
Overall ESG-labeled issuance totaled $1.0 trillion in 2021,
almost doubling the 2020 issuance total. Current estimates
reflect approximately $2.6 trillion in ESG-labeled debt currently
outstanding, and consensus expectations call for the pace of
issuance in 2022 to remain strong, particularly for green and
sustainability-linked bonds, according to Bloomberg.
For our fixed income strategies, proprietary frameworks are used
to assess potential ESG risks to the creditworthiness of issuers as
well as positive ESG impacts that could be realized through the
use of bond proceeds. Additionally, both taxable and tax-exempt
strategies are measured against a proprietary framework to quantify
impact in alignment with the UN Sustainable Development Goals.
During the year, our ESG fixed income strategies financed:
— Improvements made to water infrastructure that enhance
efficiency, drinking water access and quality, and access to
wastewater and sanitation facilities.
— Upgrades and renovations to make buildings more resource
efficient; improve transportation systems, and promote access to
internet and mobile network systems.
— Access to safe and affordable housing for low-income
populations, upgrades and renovations to make community
infrastructure more resilient to the impacts from climate change.
— Improvements to educational and research institutions that
enhance the productivity, quality, and access to education and
research; programs for emerging technical fields such as STEM
and training/re-training for jobs.
— Projects that support the development of renewable energy
production and/or access to clean energy.
Municipal green bond issuance increased by nearly 20% in 2021
and produced the highest year of muni green bond issuance on
record of $25.2 billion, as identified by Bloomberg. Interestingly,
The Municipal Securities Rulemaking Board (MSRB) has requested
guidance from issuers, dealers, and municipal advisors on
environmental, social, and governance practices in the municipal
securities market.
U.S. corporate credit total issuance of green, social, sustainability,
and sustainability-linked bonds in 2021 more than doubled 2020’s
pace, reaching $123 billion (up 126% year-over-year), according to
Bloomberg. Issuance of ESG-labeled debt continued to be skewed
to investment-grade financials, utilities, and real estate, although
the sustainability-linked bond format has brought added sector
and rating diversification. Green, social, and sustainability bonds
continued to garner significant demand in the primary markets.

Andrew M. Kello
Head of Fixed
Income and
Portfolio Manager

Intermediate Tax Exempt
Fixed Income ESG Strategy
SDG Mapping
(As of 12/31/21)
Clean Water and Sanitation

34%
No Poverty

16%
Sustainable Cities & Communities

14%
Affordable & Clean Energy

11%
Quality Education

11%
Industry, Innovation & Infrastructure

9%
Decent Work & Economic Growth

5%

We anticipate these issues will represent a greater percentage of
our allocation in years to come.
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Portfolio characteristics for a particular
strategy may vary from time to time from the
portfolio construction shown above

Engagement

Creates shareholder value and catalyzes positive change
For certain strategies, shareholder engagement is a core part of our investment
process before purchasing a stock and throughout the holding period. Our
engagement approach strengthens our investment process by identifying
material ESG issues and constructively engaging with companies to create
long-term shareholder value and catalyze positive ESG improvement. Our
shareholder engagement “escalation process” helps increase the probability
of an outcome. The escalation process follows four stages: (1) Constructive
dialogue, (2) Official letters, (3) Collaborative action, and (4) Shareholder
resolutions.

Rockefeller Asset Management has been interacting and engaging with
companies to create value and catalyze positive change for approximately
40 years. We call ourselves “constructivists,” not activists, and believe that
ESG-integrated analysis, coupled with in-depth shareholder engagement,
will yield stronger financial performance over time.

Mía Overall
Director of
ESG Strategy and
Product Specialist

Christopher Huynh
ESG Engagement
Analyst
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For us, shareholder engagement includes direct dialogue with company
management, escalating to official letters when appropriate, co-filing
shareholder proposals, and voting proxies thoughtfully. For certain strategies
seeking excess returns via bottom-up security selection, we typically speak
with companies about engagement areas and priorities before purchasing
a stock and have ongoing discussions throughout the holding period. A
distinct feature of our approach is that we differentiate between ESG leaders,
improvers, and solutions. Most of our engagement efforts are directed
toward companies characterized as ESG improvers, or companies that can
benefit financially from improving their ESG profile. We believe that society
has unavoidable dependencies on cement, steel, plastic, transportation, and
electricity. To fulfill our mission of generating alpha and positive outcomes,
it is necessary to own attractive companies operating in these industries and
leverage our voice as shareholders to create shareholder value and catalyze
ESG improvement.
We are proud of everything our ESG Engagement Team accomplished in
2021. Direct dialogue with companies increased in both depth and ambition
over the past two years. In 2021, we had nearly 100 more engagements with
companies than in 2020 and increased the number of engagement targets
achieved. We’ve seen meaningful progress made by several companies in
areas such as climate strategy, data privacy and security, the gender and racial
diversification of management teams and boards, and the incorporation
of material ESG topics into company strategy, executive compensation,
and board oversight. In the following pages, we showcase engagement
highlights, Sustainable Development Goal alignment, milestones achieved,
proxy voting activity, 2021 themes and 2022 priorities.
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Summary of Rockefeller Asset
Management 2021 Engagements:
434

Total engagements

200

Total companies engaged

79%
96%
44%
21%

of companies across all flagship strategies engaged
of companies held in Global ESG strategy have received
clearly communicated engagement targets
of companies engaged were contacted three or more times
of engagements involved a member of the C-suite

Geography of 2021 Company Engagements

Europe

229

116

Engaged with
46 companies

52

North
America

Engaged with
115 companies

Asia

Latin
America

1

(excludes Japan)

Engaged with
1 company
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Engaged with
25 companies

36

Japan

Engaged with
13 companies

Engagement Alignment with Sustainable Development Goals
16: Peace, Justice and
Strong Institutions

3: Good Health &
Wellbeing

10%

5%

5: Gender
Equality

6%

6: Clean Water
& Sanitation

1%

14: Life
Under Water

7: Affordable
and Clean Energy

14%

1%

8: Decent Work and
Economic Growth

4%

9: Industry, Innovation
& Infrastructure

13: Climate
Action

1%

45%

10: Reduced
Inequality

1%

11: Sustainable Cities
& Communities

1%

12: Responsible Consumption
& Production

11%

Thematic Focus of
Engagement

Nature of
Engagement Target

Sector of Companies
Engaged
2%

34%

31%

34%

51%
6%

7%

12%
2%

9%

29%

8%
13% 5% 8%

35%

2%

Environment

Disclosure

Energy

Financials

Social

Business Action Risk Mitigation

Materials

Inf. Tech.

Business Action Opportunity

Industrials

Com. Svs.

Cons. Disc.

Utilities

Cons. Staples

Real Estate

Governance
Strategy,
Disclosure or Risk
Management
17
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Health Care

Progress Being Made with Companies
Engaging companies to achieve changes in business processes, governance structures, and disclosure is a multiyear process. Beginning in 2020, we increased our focus on engaging to achieve financially material ESG outcomes
and tracking progress. In 2021, the breadth and depth of constructive dialogue expanded noticeably. We made
451 specific recommendations to companies, which we call “engagement targets,” and achieved 106 of those
targets. Progress toward each target is tracked using the milestones below. We attribute our engagement success to
Rockefeller Asset Management’s constructive approach and four-stage escalation process.

Flagship Strategy Holdings
2021 Engagement Progress

4
3
2
1

24%
49%
67%
82%
100%

Engagement Begins

Engagement Begins

Companies contacted and dialogue under way

Milestone

1

Companies with which the engagement target was communicated

Milestone

2

Companies that have acknowledged the issue

Milestone

3

Companies that are addressing the issue

Milestone

4

Companies that achieved the engagement target
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Proxy Voting: A Longstanding
Commitment to Thoughtful Voting
Proxy voting is an important aspect of delivering value and a meaningful lever for change. Our custom voting policy
is aligned with our objectives of creating shareholder value and encouraging ESG improvement, and we apply it
broadly across strategies at Rockefeller Asset Management. In 2021, we updated the policy to improve aspects
related to auditor rotation and reduce our thresholds for non-audit fees, which we feel protects the integrity of
financial reports.
We review each proposal and vote with conviction. Our Rockefeller Proxy Voting Policy and voting records
are available online.

Shareholder Proposals Supported in 2021:

Environmental Issues

100%

Communities’ Environmental Impact
Climate Change Report

71%

Social Issues

100%

Labor Issues

Political Lobbying Disclosure

88%

Diversity, equity and inclusion (DEI), equal opportunity
employment (EOO), and harassment issues

88%

Requests for 3rd party audits of labor rights & discrimination

100%

Requests for reports on misuse of online platforms, including of impacts on human
rights from cloud technologies, Rockefeller Asset Management supported

100%

Governance Issues

19

One Share One Vote

100%

Independent Chairman of the Board

100%

Expansion of proxy access rights

100%

Environmental/Social issue qualifications for director nominees

100%

Rockefeller Asset Management | 2021 Sustainable Investing Annual Report

Key Engagement Themes for 2021

1.
Climate action
262 engagements

ENGAGEMENT FOCUS
2021 was an important year for climate action, as
climate science and the COP26 meeting in Glasgow
turned the world’s attention to the need to act quickly.
As long-term investors, we recognize the impact of
climate change on our investment portfolios and view
the fulfillment of the Paris Agreement as an imperative.
We are increasingly incorporating climate preparedness
analysis into our investment process. Business plans
positioning firms to thrive in a sustainable future and
enabling the transition to a low carbon economy was a
top engagement priority this year.
ENGAGEMENT ACTIVITY
For years, climate action has been a key topic of oneon-one dialogue with companies whenever climate
transition risk, climate physical risk, and GHG emissions
are material. In 2021, we broadened this dialogue to a
campaign called “Seize the Moment for Climate Action”
in which we contacted of 150 companies. In a letter to
each CEO, we articulated clear expectations related to
climate action, which included developing a climate
change strategy, establishing Paris-aligned climate
targets, publishing an action plan to reach their targets,
and disclosing along Task Force for Climate Related
Financial Disclosures (TCFD) guidelines.
OUTCOMES TO DATE
Board level attention to the issue: Many of the
responses we received from companies came from
members of the C-suite or the board of directors,
highlighting the fact that oversight of climate action is
being integrated into overall company strategy.

20

More companies setting targets: Over the course
of the year, dozens of companies we contacted
either set new emissions reduction targets or have
told us they are in the planning stages. For example,
Darling Ingredients developed GHG emissions
reduction targets and a supporting action plan.
Alibaba announced its commitment to achieve carbon
neutrality for Scope 1 and Scope 2 emissions by 2030,
partner with stakeholders across the value chain to
cut emission intensity by 50% by 2030, and facilitate
a reduction of 1.5 gigatons of GHG emissions within
the company’s digital ecosystem by 2035. A U.S. auto
parts manufacturer notified us that the board decided
to develop a climate transition strategy and set GHG
emission reduction targets as a result of our letter.
Targets getting more ambitious: Numerous companies
set more ambitious GHG reduction goals or upgraded
their targets to align with climate science. Epiroc had
its targets approved by SBTI, KDDI Corp. established
a more ambitious GHG reduction plan and showed
progress toward meeting its goals, and KT Corporation
established more aggressive GHG emissions reduction
plans that include investments in energy efficiency and
renewable energy.
More detailed roadmaps: Deutsche Post published an
accelerated roadmap to decarbonization, set Science
Based Targets, and announced it will invest EUR 7
billion in climate-neutral logistics by 2030.
A new wave of Task Force on Climate-Related
Financial Disclosures (TCFD) reporting: Dozens of
companies have said that in 2022 and for the first time,
they intend to publish disclosures aligned with the
recommendations of the TCFD.
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Key Engagement Themes for 2021

2.
Ocean Health

111 engagements
ENGAGEMENT FOCUS

OUTCOMES TO DATE

The blue economy is worth $2.5 trillion and is
expected to grow at twice the rate of the mainstream
economy. The ocean is one of the planet’s largest
carbon sinks, not to mention a source of joy. With a
focus on companies in the Credit Suisse Rockefeller
Ocean Engagement Strategy, we engaged to increase
competitive positioning and improve ocean health on
topics covering carbon emissions, ocean conservation,
and pollution prevention.

We were pleased with the responsiveness from
companies, as many of our engagement targets
were ambitious. After collaborative engagements
involving multiple investors, the aquaculture
company Mowi committed to increasing its use of
alternative proteins in fish feed formulations, and
plastic manufacturer Berry Global increased its
target for recycled content in packaging. A cosmetics
company announced plans to eliminate oxybenzone
from all sunscreen products, reducing the chemical’s
damaging effect on coral reefs, and Nippon Yusen
Kaisha (NYK), a Japanese shipping company, joined
the Ship Recycling Transparency Initiative and set a
target for net-zero emissions by 2050, becoming the
first Japanese shipping company to do so.

ENGAGEMENT ACTIVITY
Across a wide range of industries, including fisheries,
aquaculture, shipping, offshore infrastructure,
consumer goods, packaging, and waste collection,
business operations can impact ocean health. Our
goal was to offer our perspective on why minimizing
negative impacts to the ocean could bolster their
business. These included recommendations related
to decreasing carbon emissions, minimizing the
environmental impacts of aquaculture, increasing
sustainable fishing practices, reducing plastic waste,
phasing out the use of chemicals that are harmful
to marine life, and incorporating natural elements
such as mangroves and seagrass into offshore
infrastructure.
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Key Engagement Themes for 2021

3.

Labor Management
52 engagements
ENGAGEMENT FOCUS

OUTCOMES TO DATE

Labor shortages over the past year highlighted the
reliance on human capital in business operations and
the importance of strong labor policies. Our focus
was on health, safety, human rights (both within a
company's operations and across the supply chains),
and diversity, equity, and inclusion.

A wide variety of companies increased disclosure
of human capital management practices in 2021.
Several others improved their track record on health,
safety, and diversity. U.S. domiciled companies such
as First Horizon National and Trimble published
statistics reported to the Department of Labor on
the gender and racial diversity of their employees
(EEO-1 data), and Air Liquide announced new
diversity targets. Companies including Gentherm and
BridgeBio Pharma bolstered their disclosures related
to general human capital management practices.
Those companies added information on employee
development and resource groups, including those
focused on diversity, while others published employee
turnover and accident rates for the first time. The goal
of human capital management disclosures is to set a
baseline for performance and drive accountability for
continuous improvement.

ENGAGEMENT ACTIVITY
Across sectors, we discussed efforts to increase gender,
racial, and ethnic diversity on boards, management
teams, and among employees. We discussed
pay equity, measures to enhance human capital
management through performance incentives, and
career development. Regarding health and safety, we
focused on systems to monitor and improve worker
health and safety. As it relates to human rights, we
encouraged more robust use of social compliance
audits throughout the supply chain.
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Key Engagement Themes for 2021

4.
Data Privacy and Security
55 engagements
ENGAGEMENT FOCUS

OUTCOMES TO DATE

Data breaches pose an increasing threat to corporate
value. As companies collect personal data and store
information in the cloud, they face greater scrutiny
from consumers and regulatory agencies. Our
objective with these engagements was to increase
our confidence that companies have robust systems in
place to protect themselves and their customers and
encourage those lagging to consider best practices.

The response to our campaign was incredibly
positive, partly because it’s a topic not commonly
communicated to companies by investors. We spoke
with most of the companies that received our letter,
and numerous companies enhanced their disclosures
because of our campaign. First Horizon National
included a description of their cyber-risk oversight
structure and training program in their subsequent
ESG report, while a U.S.-based insurance company
updated its ESG report to illustrate their cyber maturity
and proactive posture. Others shared plans to improve
their preparedness. For example, a U.K.-based financial
services company shared plans to improve third-party
auditing and obtain additional certifications. A U.S.based software company announced plans to increase
public disclosures on cybersecurity protocol and post
updated policies.

ENGAGEMENT ACTIVITY
To engage effectively on this topic, we developed
significant in-house expertise and leveraged subject
matter experts and third-party data to assess a
company’s observable performance on data privacy
and security compared to best practices. At numerous
companies across our strategies, we identified potential
gaps in either data privacy or cybersecurity practices
which included the lack of an external cybersecurity,
audit, privacy, and data security training that did not
include all employees, or the lack of proactive and
reactive data breach response plans. We wrote to over
40 companies at which potential gaps were identified,
offering detailed guidance on best practices that
included governance and policy measures, such as
cybersecurity oversight, disclosures or data security
and privacy policies, cybersecurity insurance, and
risk management plans. Our letter also included best
practices related to performance and implementation,
such as alignment with certifications and standards,
data security measures, training, and auditing.
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Key Engagement Themes for 2021

5.
Integration of
ESG into Business
Strategy
87 engagements
ENGAGEMENT FOCUS
Improving performance on material ESG issues is
much more than a risk reduction mechanism; it can
be a powerful driver of growth and innovation. In
addition to uncovering new market opportunities,
employees are motivated working for companies
seeking profit and purpose and next-generation
consumers making purchasing decisions based on
sustainability criteria. As a result, integrating ESG into
business strategy can help companies improve their
competitive differentiation, transition to a low carbon
economy, adapt to sustainable market trends, stay
ahead of regulation, and attract top talent.
ENGAGEMENT ACTIVITY
Over the course of the year, we invited companies to
consider ESG-related issues in conjunction with their
overall business strategy. Examples include
—

Developing an overarching ESG strategy with
specific links to various business units

—

Connecting ESG targets to green or
sustainability-linked bonds

—

Tagging specific products or services as having
sustainable characteristics to assess growth
over time
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—

Developing a responsible investment policy or
joining UNPRI, for financial institutions, and

—

Clearly communicating how a company’s
products or services contribute to achieving
social or environmental goals for companies we
classify as “solutions.”

OUTCOMES TO DATE
Many companies took meaningful steps to further
integrate ESG into their business strategy. Panasonic
deepened the company’s mission to foster a better
life and a better world with investments in clean
technology segments, including electric vehicle
batteries, energy creation, resource efficiency
through Blue Yonder, smart and connected houses,
and other products. Sony more deeply embedded
social and environmental objectives across business
units. Several financial services companies took steps
toward implementing responsible investment policies,
increasing their focus on financial inclusion where they
saw market opportunities. Badger Meter, a water valve
company, clearly articulated the role their products
play in water conservation. Alibaba announced a
comprehensive ESG strategy, including a 2035 scope
3 goal of facilitating 1.5 gigatons of decarbonization. It
plans to achieve this in collaboration with consumers,
merchants, business partners, and new technologies
that will impact the way it does business.
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Case Studies

This year, we published a series of case studies
highlighting many of our engagements around the world,
including our engagement efforts with Shenzhou
International, Becton Dickinson and Deutsche Post DSL
Group, and our Climate Action, Diversity, Equity and
Inclusion and Data Privacy campaigns.

Logos are the property of their respective owners.
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Looking Forward:
2022 Engagement Priorities
As we think about long-term drivers of shareholder value, the topics below emerge as paramount. While
our engagements with each company are tailored to their unique business models, we intend to apply a
particular focus on these five areas. For more information about these priorities, visit our website.
1. Climate Action: With COP26 at our heels, climate change continues to be seen by many as
the defining issue of our time. In 2021, we joined the Net Zero Asset Managers Initiative and
engaged more heavily on this topic than ever before. In 2022, we intend to continue urging
companies to orient their business strategies and operations toward a low carbon future. We
will focus on reducing our portfolio’s climate physical risk, transition risk, and greenhouse gas
emissions as we work toward our long-term goal of net-zero emissions.
2. Plastic Pollution: More than 11 million tons of plastic enter the ocean each year, with volumes
expected to triple over the next 20 years22. By 2050, plastic is expected to outweigh the volume
of fish23. Plastic pollution is a risk for marine life, humans, and the blue economy, which is an
estimated $2.5 trillion and expected to grow at twice the rate of the mainstream economy.
Plastics used only once rather than potentially recycled represents $80 billion - $120 billion in
lost economic value24. We strive to help our portfolio companies recapture some of this value
by accelerating their shift toward a circular economy for plastics and increasing the use of
recycled content, product recyclability and markets for recycled materials.
3. Talent Attraction and Retention: Workers are increasingly willing to leave jobs, pressure on
wage inflation is spiking, and expectations for workplace culture and flexibility have changed
dramatically due to the pandemic. To attract and retain the best talent, companies need
to adapt quickly to create strong and positive work cultures in which all employees feel
motivated, connected, and valued. Given the market pressures on talent, we plan to engage
to understand labor dynamics, pricing power, and automation trajectories. We also intend
to ask companies how they are adapting human capital management policies and practices
to increase diversity, equity, inclusion, flexibility, safety, mental health, and connect the
company’s purpose with the goal of helping companies navigate this labor market evolution.
4. Executive Compensation: Compensation packages have risen dramatically, especially in the
U.S., but data shows that high pay is often not correlated with higher shareholder returns.
CEO pay has risen 60% faster than stock market growth between 1978 and 202025, and
research shows that companies with misaligned pay might underperform26. Total Shareholder
Returns (stock appreciation plus dividends) were 3.6% lower among companies with the most
overpaid CEOs compared to the rest of the S&P 50027. As a result, we updated our proxy
voting policy to reduce tolerance for pay that is not aligned with shareholder returns. In 2022,
we expect to evaluate executive pay more closely.
5. Board Oversight of Sustainability: As ESG issues become mainstream, corporate strategy is
increasingly responding to climate change, environmental regulation, and labor management
challenges. Over the last few years, we have seen a notable increase in the number of boards that
oversee ESG matters. ESG-competent boards empower management teams to make optimal
decisions relating to ESG issues that drive financial performance. However, a study of Fortune
100 board members showed that only 6% of board members had ESG credentials28. We plan
to encourage companies to develop ESG competent boards through training and succession
planning that can bolster expertise.
22
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UN_treaty_plastic_poll_report.pdf (plasticpollutiontreaty.org)
The New Plastics Economy - Rethinking the future of plastics | Shared by New Plastics Economy (thirdlight.com)
The New Plastics Economy - Rethinking the future of plastics | Shared by New Plastics Economy (thirdlight.com)
https://www.epi.org/publication/ceo-pay-in-2020/
https://www.asyousow.org/report-page/the-100-most-overpaid-ceos-2021
https://www.asyousow.org/report-page/the-100-most-overpaid-ceos-2021
https://deloitte.wsj.com/articles/boards-face-rising-complexity-of-esg-oversight-role-01641241419?reflink=desktopwebshare_linkedin
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Thought
Leadership

Thought Leadership: Informs our research and
engagement process
We embark on thought leadership initiatives with (1) academics, (2)
industry experts, and (3) scientific collaborators to inform our research and
engagement process. We believe that our networks and partnerships help
generate investment insights and engagement outcomes not commonly
found in the investment community.

1.

Collaborating with Academics: NYU Stern Center for Sustainable Business
In 2021, NYU Stern Center for Sustainable Business Rockefeller Asset
Management and NYU Stern Center for Sustainable Business published
a joint research paper, “ESG & Financial Performance: Uncovering the
Relationship by Aggregating Evidence from 1,000 Plus Studies Published
between 2015 – 2020)”. The paper discusses findings from a metastudy examining the relationship between ESG activities and financial
performance in more than 1,000 research papers published over the last
five years. The authors, Tensie Whalen, Ulrich Atz, Tracy Van Horn and our
Chief Investment Officer, Casey Clark, outlined six key takeaways from a
nearly 12-month research project:
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—

Improved financial performance due to ESG becomes more noticeable
over longer time horizons.

—

ESG integration as an investment strategy performs better than negative
screening approaches. To this point, Rockefeller Asset Management
often demarcates ESG integration between “leaders” and “improvers”
with the latter showing uncorrelated alpha potential.

—

ESG investing provides downside protection, especially during a social
or economic crisis.

—

Sustainability initiatives at corporations appear to drive better financial
performance due to mediating factors such as improved risk management
and more innovation.

—

Managing for a low-carbon future improves financial performance.

—

ESG disclosure without an accompanying strategy does not drive
financial performance.

Rockefeller Asset Management | 2021 Sustainable Investing Annual Report

2.

Working with Industry Experts and Networks
SMI Investor Expectations for Shipping Transition to Net-Zero Emissions
At the invitation of His Royal Highness, The Prince of Wales, executives from
several of the world’s largest Asset Managers and Asset Owners have come
together as members of the Sustainable Markets Initiative’s (SMI) Asset
Managers and Asset Owners Taskforce (AMAO) to develop meaningful and
actionable plans to help accelerate the world’s transition to a sustainable
future. The Task Force aims to find scalable ways for institutional investors to
facilitate the reallocation of capital toward sustainable solutions, using the
two most powerful levers at their disposal:
1. Capital already invested in companies; and
2. Fresh capital investments directed at climate mitigation and adaptation
projects.
The SMI’s Stewardship and Engagement Working Group is developing
industry specific guidance for the transition to net-zero emissions. The group
chose shipping as the first industry of focus. Rockefeller Asset Management
chaired this workstream and drafted Investor Expectations for Shipping –
Transition to Net Zero Emissions, which was supported by nearly 30 asset
managers and asset owners, including Bank of America Merrill Lynch Asset
Management, BlackRock, CalPERS, CalSTRS, Fidelity International, HSBC,
JP Morgan Asset Management, Morgan Stanley, PIMCO, TIAA/Nuveen, and
Vanguard. We believe the actions articulated across governance, net-zero
strategy, and disclosures will help create long-term shareholder value and
position companies to thrive in a sustainable future.
UNEP FI Sustainable Blue Economy Finance Initiative (2021)
We were pleased to be included in UNEP FI’s working group to develop
Turning the Tide: How to finance a sustainable ocean recovery – A practical
guide for financial institutions, which was published in March 2021. This
seminal guidance is a market-first practical toolkit for financial institutions to
pivot their activities towards financing a sustainable blue economy. It outlines
how to sustainably engage with 5 key ocean sectors; seafood, shipping,
ports, coastal and marine tourism and marine renewable energy, notably
offshore wind.
Rockefeller Asset Management has been a signatory of the Sustainable Blue
Economy Finance Initiative – the 14 voluntary principles that enable and
promote implementation and achievement of SDG 14 (life below water) –
since 2018. We found that incorporating these principles was in line with the
philosophy and objective of our Climate Solutions strategy and our work
on the blue economy. Our involvement in supporting the initiative and in
developing the guidance was useful in the evolution of our thematic strategy
research process by understanding key risks and opportunities in seeking
For informational purposes only. The organizations listed herein are not affiliates or clients of Rockefeller Asset Management and this information
should not be construed as an endorsement of Rockefeller Asset Management by any of the listed organizations.
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solution-oriented business models that have a positive impact on both
terrestrial and marine environments.
In 2020, Rockefeller Asset Management, in partnership with Credit Suisse,
launched the Credit Suisse Rockefeller Ocean Engagement Fund which
leveraged our initial work on our Climate Solutions strategy, and our work
with The Ocean Foundation on the blue economy. The Principles aligned well
with the philosophy of this strategy in its twin focus of providing enhanced risk
adjusted returns and catalyzing positive change through engagement. This
strategy seeks to identify business models within the blue economy universe
and is also closely aligned in advancing the sustainable development goal
agenda, particularly sustainable development goal 14 (Life below water).
The Turning the Tide guidance and subsequent guidance reports have
provided key inputs related to such topics as illegal, unreported and
unregulated fishing, plastic pollution, coastal resilience, offshore wind and
dredging activities that help identify and articualte engagement targets for the
constituents of this portfolio strategy. We intend to continue to incorporate
the guidance framework as it pertains to the three main subthemes of the
Credit Suisse Rockefeller Ocean Engagement Fund: Pollution Prevention,
Carbon Transition and Ocean Conservation
To advance our research, engagement, and thought leadership efforts, we
also participated in the past, or continue to participate with, the following
organizations and initiatives:

NET ZERO
ASSET MANAGERS
INITIATIVE

—

Net Zero Asset Managers Initiative (2021): We became signatories in
October 2021, and we are excited to establish and extend our net-zero
commitments.

—

FAIRR Initiative (2021): Participating in a collaborative engagement for
aquaculture companies called Managing Biodiversity & Climate Risk in
Feed Supply Chains.

—

SASB Sector Advisory Group on Consumer (2021): We were accepted
to be an advisor to help create a consistent, comparable, and reliable
disclosure of material ESG information for the consumer. We have been
actively involved with SASB for years and an Alliance member since 2019.

—

High Level Panel for a Sustainable Ocean Economy (2019): We were
invited to join the Advisory Network to the Ocean Panel, which includes
representatives from nations that account for approximately 45% of the
world’s coastlines, 25% of the world’s fisheries, and 20% of the world’s
shipping fleet.

For informational purposes only. The organizations listed herein are not affiliates or clients of Rockefeller Asset Management and this information
should not be construed as an endorsement of Rockefeller Asset Management by any of the listed organizations.
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—

United Nations Environment Programme Finance Initiative (UNEP
FI) Climate Resilience Risks and Opportunities Coalition (2019):
We accepted an invitation to be one of five organizations to join the
leadership group. The group commits to disclose physical risks and
build support for public policies to encourage climate-related physical
risk disclosure across the financial sector.

—

Seafood Business for Ocean Stewardship (2018): We joined the SeaBOS
engagement initiative to explore whether a small number of “keystone
actors” have the potential to transform the global seafood system.

—

PRI Plastics Working Group (2018): We collaboratively engaged plastic
packaging companies with the goal of accelerating progress to reduce
plastic waste, increase recyclability of packaging, and increase recycled
content used in new plastic products.

—

UNEP’s FI TCFD Working Group (2017): We were the only U.S. asset
manager invited to join the project. The goal was to apply state-of-theart approaches to measure the impacts of climate change on investment
portfolios. This was a 2.5-year project that culminated in RAM winning
PRI’s ESG Research Report of the Year award in 2019.

—

Climate Action 100+ (2017): Through collaboration, we seek to curb
carbon emissions, improve governance, and strengthen climate-related
financial disclosures.

—

Ceres Carbon Asset Risk Group (2016): The group engaged with firms
and increased awareness about the risks of oil and gas reserves. This is a
continuation of our work with Ceres since we first joined in 1999.

—

Disclosure Project (CDP) questionnaire (2001): We were one of 35
original investors to launch the Carbon Disclosure Project questionnaire.

—

Interfaith Center on Corporate Social Responsibility (1996): We
joined after recognizing the importance of collaborative engagement
opportunities to create value and catalyze change.

For informational purposes only. The organizations listed herein are not affiliates or clients of Rockefeller Asset Management and this information
should not be construed as an endorsement of Rockefeller Asset Management by any of the listed organizations.
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3.

Leveraging Scientific Experts
At times, we leverage scientific advisors to help bridge the gap between
science and investing. For example, our decade-long work with The Ocean
Foundation (TOF) has been an invaluable component of the investment
process for our thematic equity strategies, Climate Solutions and Ocean
Engagement. Led by Mark J. Spalding, TOF brings its deep climate and
ocean expertise to provide scientific and policy validation and supports our
idea generation, research, and engagement process.
TOF is an international community foundation based in Washington D.C.,
established in 2003. As the only community foundation for the ocean, its
mission is to support, strengthen, and promote organizations dedicated to
reversing the trend of destruction of ocean environments around the world.
TOF has launched various successful initiatives aiming to tackle specific risks
that the ocean faces, such as initiatives on Blue Resilience, Ocean Acidification,
and Redesigning Plastics. For example, the Ocean Acidification Initiative
has trained more than 200 scientists, policymakers, seafood sector workers,
and community members to monitor, understand, and respond to ocean
acidification in Africa, the Pacific Islands, Latin America, and the Caribbean.
TOF hosts more than 50 projects and has grantees in over 40 countries on
six continents, focusing on building capacity, promoting equity, conserving
habitats, ocean literacy, and protecting species. TOF’s staff and board are
comprised of individuals with significant experience in marine conservation
science and policy, non-profit governance, and philanthropy. TOF also has a
growing international advisory board of scientists, policymakers, educational
specialists, and other top experts. We believe TOF is the leading non-profit
concerning ocean threats and health, and that Rockefeller Asset Management
is the only asset manager globally currently affiliated with TOF.
Given the success of our longstanding collaboration with TOF, we established
a partnership with the World Resources Institute (WRI), a global research
organization that spans over 60 countries with offices in the United States,
China, India, Brazil, Indonesia, and more. WRI has over 1,000 experts and staff
who work closely with leaders to turn ideas into action to sustain our natural
resources. Their work focuses on seven critical issues at the intersection of
environment and development: climate, energy, food, forests, water, cities,
and the ocean.

For informational purposes only. The organizations listed herein are not affiliates or clients of Rockefeller Asset Management and this information
should not be construed as an endorsement of Rockefeller Asset Management by any of the listed organizations.
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Internal Initiatives
Diversity, Equity, & Inclusion at Rockefeller Capital Management
At Rockefeller Capital Management, Dimensionality is our approach to diversity, equity, and inclusion. It is the
appreciation of the multi-dimensionality of our individual employees, the recognition of diversity across all
dimensions, and the extension of our approach to diversity, equity, and inclusion to our clients and communities.

Our Dimensionality Strategy
Rockefeller Capital Management has a strategy
for Dimensionality for our people, clients, and
communities that is led by senior management, that
we are passionate about continuously improving, and
for which we measure and share broad outcomes.
Our multi-faceted plan to carry out our Dimensionality
Strategy includes a commitment to:
—

—

—

Our people: Cultivating and sustaining a business
model and corresponding culture that values
the perspectives, ideas, and contributions of
employees of all backgrounds, in all dimensions of
race, gender, ethnicity, cultural and socioeconomic
background, religion, sexual orientation, gender
identity, military status, physical ability, generation,
and cognitive diversity.
Our clients: Listening to and serving the
differentiated needs and values of our
multidimensional current and future clients.
Our communities: Embracing and engaging with
the dimensionality of the communities where we
live and serve.

—

—

—

Recruiting the best: We believe that firms that
prioritize diversity, equity, and inclusion field the
best teams and sustain a competitive advantage.

Generating value for clients: We fundamentally
believe that teams with diverse life experiences
and perspectives outperform less diverse teams.
We strive for a culture of innovation in which the
best ideas win regardless of where they originated.
Creating a sense of belonging: We recognize and
respect the multiple dimensions employees bring
to our team, creating a sense of belonging that

Being part of the societal solution to systemic
inequities with a focus on financial inclusion: We
aspire to contribute through our philanthropic work
to serve our communities with a focus on private
and public partnerships that catalyze change.

Actions We are Taking
—

Generating more diverse slates of candidates: We
are focused on building out the tools and investing
in the resources that allow us to generate highquality, diverse candidate slates for opportunities
across the organization.

—

Forming partnerships: We are partnering with
organizations and academic institutions like Seizing
Every Opportunity (SEO) and Spelman College to
create uniquely Rockefeller opportunities.

—

Building out our internal inclusion network:
We launched a firm-wide inclusion network with
the goal of enabling an organic, employee-led
group across all dimensions of diversity and
providing the opportunity to engage allies as
well as diverse employees. Through the network
we launched Rockefeller Pride, our pilot Inclusion
Group focused on LGBTQ+ and ally colleagues.

—

Assembling diverse teams to support our clients:
We serve our clients through a multidisciplinary
team approach, because we believe that
cognitive diversity and diversity of thought are
key differentiators to our approach.

—

Producing monthly trendline data: We are
committed to measuring diversity by business,
functional areas, and across levels, for both talent
acquisition and ongoing employee retention.

Why We Prioritize Dimensionality
—

drives extraordinary discretionary effort toward
achieving our mission.

Rockefeller’s Diversity Statistics
As of December 31, 2020, 53% of the overall firm and 32% of our senior leaders are represented by
women and people of color. Additionally, 58% of Rockefeller Asset Management’s investment team are
represented by women and people of color.
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