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Foreword

Time to act

T

he signing of the Paris Agreement on climate change four years ago was like
a seismic quake. The urgent need to respond has since become impossible to ignore.
Regulatory pressure has continued to grow and is due to reach the European investment industry in the coming months. There is no more time to lose.
The Agreement saw 195 nations commit to limit global temperature rise to well
below 2°C above pre-industrial levels by 2030. As we all appreciate today, this is
an ambitious goal – but a crucial one.
Investment managers are already seeing how global warming can impact corporate
profitability. Going forward, this will become even clearer. As a fiduciary asset
manager and a responsible company, we take these developments into account.
Yet concern about our climate is only one of the factors driving intensive regulatory change.
The European Commission’s Sustainable Finance Action Plan – an ambitious bid
to develop an economy that fully recognises the importance of incorporating
environmental, social and governance (ESG) considerations into investment
decisions – is transforming approaches to capital flows, risk management and
transparency. As early as 2020, according to new regulations, private investors
will be asked whether they would like to take ESG criteria into account when investing their money. This underscores the need to go beyond environmental concerns
and consider every element of ESG in pursuing responsible, sustainable investment
strategies – and to do so as soon as possible.
The good news is that the long-held
assumption that ESG criteria have a
negative impact on investment returns is
collapsing under the weight of evidence.

I nvestors around the world
are now realising that ESG
works, even from a riskreturn perspective.

It is now more than two decades since we took our first steps in the area of responsible investing. At that time DWS started to actively participate in the annual
general meetings of companies. In a landmark move, we also launched our first
microfinance fund. Since then we have further developed our sustainability
approach through guidance and training, as well as underpinning it with fundamental data management. In 2008 we were one of the first asset managers to
adopt the UN-backed Principles for Responsible Investment (PRI). Today we have
responsible product solutions and
expertise in all investment segments –
active, passive and alternatives.
This includes our proprietary ESG database, the DWS ESG Engine, which is
widely recognised as a comprehensive
ESG analysis tool.

W

e have been providing responsible
investment strategies for more than 20
years. Now we want to make ESG the
core of everything we do.

As your partner and consultant, we want to help you to understand the challenges
and, above all, the opportunities that the rapidly changing ESG landscape presents. We also want to support you in maximising your individual strategy for
responsible investing. The message is clear: it is time to act. We look forward to
taking the next steps in the ESG journey with you.

Our own research has received widespread recognition from competitors
and has made a decisive contribution
to reversing this outdated view. Investors around the world are now realising that
ESG works, even from a risk-return perspective.

Dr. Asoka Woehrmann
CEO and Chairman of the Executive Board,
DWS Group
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INTRODUCTION

More than just three letters

E

The urgent issue
of climate change

ESG will change our world
ESG is the abbreviation for “environmental, social and governance” – a term that
encompasses environmental considerations, social affairs and corporate management.

It is a term that is nowadays routinely used during
discussions about sustainability in general and
climate change in particular. It encompasses the
principle of sustainable resource management,
which dictates that no more may be consumed
than can be regrown, regenerated or made
available again in the future.
Since the UN Conference on Environment and
Development in 1992 there has been a consensus that a stable society is possible only if all three
components – E, S and G – are pursued on an
equal footing.

The term has also established itself in the financial world to describe how, for example, financial
services providers and issuers take into account
and evaluate ecological, social and corporate
management aspects.
Sustainable investing involves incorporating such
considerations with a view to making meaningful
decisions about investments that ultimately contribute to the greater good. At DWS we use the
phrase “responsible investing” as a generic term
for all activities, research and product solutions
in this sphere.

The E in ESG focuses on environmental issues and
the efficient use of resources. This includes the global
threat posed by climate change, which is high on
today’s political and business agendas. According to
research by the World Economic Forum (WEF), the
most serious risks facing our planet increasingly
revolve around this phenomenon.

Weapons of mass
destruction

*

Failure of climatechange mitigation
and adaptation

Extreme weather
events
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Natural disasters

Social considerations are essential
to peace and justice worldwide
The S in ESG usually refers to social aspects such
as labour rights, child labour, diversity or non-discrimination and fair treatment in general. Issues
such as these are at the heart of the United Nations
Global Compact, a historic agreement between the
UN and businesses around the world, which was
launched in 1999. Participating companies commit
to a total of 10 principles covering concerns such

S

as the preservation of human rights, the abolition of forced and child labour, the prevention of
all discrimination and the fight against corruption.
More than

13 000 companies and

organisations from civil society, politics
and science have so far signed up to the
UN Global Compact.
www.unglobalcompact.org

G
Environmental

Social

Governance

Resources and waste
Climate change
Green products

Human capital
Society
Product responsibility

Business ethics
Corporate governance
Public policies

__ Employer/employee relations
__ Equal opportunities
__ Freedom of assembly
__ Health and safety
__ Freedom of association
__ Social effects of product portfolios
__ O
 ther factors (including suppliers and
contractors)

Water crises

The WEF classifies water crises as a “societal risk”, despite climate change’s acknowledged role in water shortages.

The facets of E, S and G

__ Climate strategy
__ Environmental management
__ Energy management
__ Water waste
__ Greenhouse gas waste
__ Eco-efficiency and environmental footprint
__ Building management
__ Environmental impact of product portfolios
__ Other factors (including suppliers and
contractors)

In the WEF’s most recent Global Risks Report,
published in 2019, the majority of the five biggest
risks are linked to environmental concerns*. Scien
tists worldwide agree that there is little time left to
avert the serious consequences of climate change.

__ Anti-bribery and corruption
__ Anti-fraud
__ Anti-competitive practices
__ Compliance
__ Board diversity
__ Board independence
__ Remuneration
__ Other factors

Governance aims to ensure
good corporate behaviour

The G in ESG deals with corporate governance
and everything related to it. This might involve
the composition of a supervisory board and the
experience, skills and diversity of its members. It
might involve corporate policies and measures to
prevent bribery, corruption or fraud. This reflects
investors’ increasing keenness to ensure that the
companies in which they invest are well managed
and put their capital to positive use.

ESG ratings can help to identify companies at risk
of corporate governance scandals, which can
negatively impact performance. The so-called
“Dieselgate” affair offers an example. MSCI ESG
Research expressed concerns about the corporate
governance of the company involved as early as
2013, as a result of which the business was excluded
from MSCI’s ESG Leaders Indices even before the
scandal emerged in September 2015.
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PRI SIGNATORIES ARE MANAGING EVER MORE ASSETS

6.5

A tailwind for ESG
More and more people are recognising that we have to act now if we are to save
the world for future generations.

86.3

April 2006

April 2019

63

2,372

AUM (US$ trillion)

2,372 signatories of the
Principles for Responsible
Investment (PRI) manage
US$86.3 trillion in assets
worldwide. DWS has been
a signatory since 2008.

PRI-signatories

Source: www.unpri.org/pri Chart: Signatory growth 2019.

ESG FACTORS ARE CHANGING THE INVESTMENT LANDSCAPE
Scientists have demanded a greater focus on
sustainability for decades. Today their call is being
taken up by politicians, policymakers, businesses
and regulators. A binding framework for the
conditions needed for real progress is growing
ever closer.
Responsible investing is not new. Similar concepts existed centuries ago. A landmark in the
more recent history of the phenomenon came in
the 1980s, which saw the launch of the first microfinance funds – investment vehicles that included
aims such as enabling women in developing
countries to set up their own businesses or
supporting companies with a special social or
environmental purpose. The idea of “ethical
funds” also emerged at around the same time.
What is new today is the widespread recognition
that such concepts are necessary to make a
concrete contribution to humanity’s collective
well-being. Also new is the availability of much
better data and information to make targeted
ESG investments.
Progress is now both significant and rapid. Many
institutional investors have already embraced ESG,
and a growing number of companies are expected
to follow suit – either voluntarily or because they
are encouraged to do so by regulation.
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MILLENNIALS ARE INCREASINGLY
ACKNOWLEDGING THE IMPORTANCE
OF ESG IN INVESTING

290

150+

new sustainable investment
funds were launched in
Europe alone in 20181

74%

approval in 2014

ESG data providers
already exist2

~3000

93%

+1566%

studies have examined the links
between ESG and performance3

rise in ESG-related Google searches
during the past three years4

approval in 2016
Source: Morningstar: European Sustainable Funds: 2018 in Review, 2019.
Source: Douglas, Van Holt and Whelan: Responsible Investing: Guide to ESG – Data Providers and Relevant Trends, 2017.
Source: Friede, Busch and Bassen: Digging Deeper into the ESG-Corporate Financial Performance Relationship, 2018.
4
Source: Google Trends, as of June 2019 (compared to June 2015).
1

2

Source: Goldman Sachs: The PM’s Guide to the ESG Revolution, 2017.

61%

of all millennials surveyed have already
invested sustainably at least once

75%

are convinced that their ESG investments
help to combat climate change
Source: Morgan Stanley: Millennials Drive Growth in Sustainable Investing, 2017.

3

Key drivers of change
1. Growing regulatory pressure worldwide
Paris Agreement; EU Sustainable Finance
Action Plan; general extension of information obligations and reporting
requirements

3. Data, data, data
Faster and more comprehensive data
delivery and acquisition, as facilitated by
“big data”, artificial intelligence and other
technological advances

2. Measurable, investable targets
Crucial, comprehensible ESG investment
opportunities, as outlined in the UN Sustainable Development Goals (SDGs)

4. Risk diversification and performance
Increase in academic studies; confirma
tion of positive links between ESG integration, investment performance and
risk reduction
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Growing regulatory pressure worldwide
Ever-greater oversight of ESG investments
Sustainability is not only increasingly important to our everyday lives. It is also
rapidly rising up the policymaking agenda, informing fiscal decisions at national
and international levels. The European Commission’s Sustainable Finance Action
Plan is a prime example of a growing determination to integrate ESG criteria into
the financial system.

THE NUMBER OF ESG REGULATIONS HAS INCREASED SIGNIFICANTLY DURING THE PAST DECADE
2010
2011
2012
2013
2014
2015

In 2019 MSCI published a study of ESG-related
and investor-oriented regulations worldwide. The
results underlined the recent significant increase

in regulatory pressure, with as many new measures
proposed in 2018 as were adopted during the
previous six years1.

2016
2017
2018
2019
0

10
Investors

2
1

Disclosure of corporate and investor
information – as required by, for
example, the EU Non-Financial
Reporting Directive

3

Stewardship codes and laws that
encourage asset managers to work
closely with the companies in which
they invest

Regulations that specifically require asset
owners to incorporate sustainability con
siderations in their investment decisions

40
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Investors and issuers

4

Provisions for the deployment of
capital for sustainable investments

The study also revealed that political decisionmakers have issued twice as many ESG-related
regulations for companies than for investors2.
Examples include the following:
__ In the UK a disclosure of the gender pay gap
has been introduced in companies with at least
250 employees.
__ Japan has also called on companies to disclose
their gender composition and the retention and
promotion of employees.
__ Australia passed the Modern Slavery Act in
December 2018. This requires companies to
take measures against the risks of modern
slavery in their supply chains.
__ Malaysian companies must now “comply with
the rules or offer an alternative” when developing
their corporate governance codes. They were
previously required only to “comply with the
rules or justify non-compliance”. Neighbouring
Thailand is also bolstering its regulations.

2

Source: MSCI: 2019 ESG Trends to Watch, January 2019.
3
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30
Issuers

Regulations collected by MSCI and PRI’s ESG Regulations Database. Regulations can be mandatory, voluntary or explanatory in nature and are collected
globally. The number of regulations is absolute and not cumulative.
Source: MSCI ESG Research, PRI, as of 15 January 2019.

Regulation is divided into
four main areas:

1

20

However, a substantive shift is under way. While
there have been more regulations for issuers so
far, the tables will turn in 2019. It is not just companies that are being asked to report ESG-related
information: asset managers and investors also
face constantly rising requirements. Regulatory
authorities around the world are signalling their
intent to further the cause of responsible, sustainable investing and are increasingly focusing also
on the business of ESG investing.
__ In California, for example, a law passed in 2018
obliges pension funds to take climate-related
financial risks into account when making
investment decisions. The biggest pension
funds now have to publish the climate risks in
their portfolios every three years.
__ The UK Department for Work and Pensions
announced new regulations in September 2018.
Starting in October 2019, pension insurance
schemes with more than a hundred members
will be obliged to disclose the ESG risks in their
portfolios and to outline their consideration of
“financially significant” ESG risks3.

 ource: MSCI: 2019 ESG Trends to Watch, 2019. See also PRI’s “regulation map” at https://www.unpri.org/sustainable-markets/regulation-map.
S
Updated and complemented by MSCI ESG Research.
Source: www.ftadviser.com/pensions/2018/09/11/pension-schemes-mandated-to-disclose-esg-risks/.
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UK
The UK Stewardship Code is overseen by the
Financial Reporting Council (FRC) and supported
by the Conduct of Business Rule 2.2.31, which
requires funds managed for professional clients
to disclose the nature of their relationship to
the Code or the alternative strategies in place.

CHAPTER 1

A developing framework for
sustainable investing worldwide
The Netherlands, France and the Nordic nations have led the way in recognising the
importance of sustainable investing and in advancing the cause of ESG. While Europe
as a whole remains at the forefront of continued regulatory progress, countries all
around the world are now taking action to develop a framework for sustainable
investing globally.

UK
The Occupational Pension Schemes (Investment) Regulations require every pension fund’s
Statement of Investment Principle to cover “the
extent (if at all) to which social, environmental
or ethical considerations are taken into account
in the selection, retention and realisation of
investments; and their policy (if any) in relation
to the exercise of the rights (including voting
rights) attaching to the investments”.

Norway
The Government Pension Fund’s mandate commits the fund to
upholding principles based on the UN Global Compact, the OECD
Principles of Corporate Governance and the OECD Guidelines for
Multinational Enterprises, as well as considering environmental
factors in managing the real estate portfolio. The fund is also
subject to an exclusion list.

Sweden
The National Pension Insurance Funds
(AP Funds) Act notes that environmental and
ethical considerations must be taken into
account without compromising returns.

Kazakhstan
Stock exchange (KASE) listing rules (2009)
require the inclusion of information on
environmental and social liability and
corporate governance structure.

Brussels
Canada
The Ontario Pension Benefits
Act requires pension funds to
disclose in their investment
policies “information on
whether environmental, social
and governance factors are
incorporated into the plan’s
investment policies and procedures; and, if so, how these
factors are incorporated”.

Japan

EU Sustainable Finance
Action Plan

The Principles for Responsible Institutional Investors consider stewardship and
ESG integration. They are overseen by the
Financial Services Agency (FSA), which
encourages adopters to publicly disclose
adoption of the principles on their websites. The FSA also collates signatories to
the code on its own website. Implementation of the principles is closely monitored
by a specially established committee.

Germany
The Insurance Supervision Act,
Occupational Pension Schemes
requires pension funds to disclose
to scheme members if and how
ESG issues are taken into account.

Brazil

South Korea

South Korea

The National Pension Act of Korea requires
the National Pension Scheme to consider
ESG issues and declare the extent to which
they are taken into account.

The Financial Services Commission’s Green
Posting System, established in 2012, requires firms
to post their greenhouse gas emissions and energy
usage. Companies listed on the Korean Stock
Exchange (KSE) must include this information in
their annual reports.

Pension funds are required to disclose in their
investment policies if social and environmental
responsibility has been factored in.

Singapore

European Union

South Africa
The Johannesburg Stock Exchange’s (JSE) listing rules
mandate the adoption of the Institute of Directors’
King Code, which requires integrated reporting.

Source: PRI: Global Guide to Responsible Investment Regulation, 2016.
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Pending transposition into member state law,
the revised Occupational Retirement Provision
Directive (IORP II) will require pension funds to
disclose how they consider ESG issues in their
investment approach through a Statement of
Investment Policy Principles and establish risk
management processes for emerging ESG issues.

Stewardship Asia launched Singa
pore’s Stewardship Principles (SSP)
for Responsible Investors in 2016.
These reference ESG issues as
appropriate topics for engagement.

India
Business Responsibility Report
regulation is set out by the
Securities and Exchange Board
of India (SEBI), with the National
Stock Exchange (NSE) and the
Bombay Stock Exchange (BSE)
responsible for its implementation.

Pension fund regulations

Stewardship codes

Corporate disclosure guidelines
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Europe’s ESG roadmap for the financial system
The EU Sustainable Finance Action Plan supports the European Union’s efforts
to meet the ambitious commitments outlined in the Paris Agreement.

These include reducing greenhouse gas emissions
by at least 40% compared with 1990 levels and
doubling the share of renewables used in total
energy consumption. In addition, the European

1

Commission is seeking to channel capital flows
into areas that promote the UN Sustainable
Development Goals.

2

The plan contains a tight timetable for reforms, with a number of
important legislative proposals already published and others to be
implemented in the near future.

Management of the financial
risks arising from climate
change, resource depletion,
environmental degradation
and social issues

3

Promotion of transparency and long-term
thinking in financial and
economic activities

1

Establishing an EU classification system/
taxonomy for sustainable activities

6

Improving the integration of
sustainability in ratings and research

2

Creating standards and labels
for green financial products

7

Clarifying the duties of institutional
investors and asset managers

3

Fostering investment in
sustainable products

8

Incorporating sustainability
into prudential requirements

4

Incorporating sustainability when
providing investment advice

9

Strengthening sustainable disclosure
and accounting rule-making

5

Developing sustainability
benchmarks

Still to be enacted

10

Q4 2019

An initial framework for formally classifying sustainable economic
activity in relation to the environment is expected to be created
before the end of 2019.

Consideration of sustainability in investment advice

Q4 2020

Investment firms and insurers will need to integrate ESG considerations
into their advice to clients. This is expected to be mandatory by the end
of 2020.

Disclosure and duties
The EU Sustainable Finance Action Plan (High-Level Expert Group – HLEG)

June 2019

Four measures have already been formulated
Taxonomy

The EU Sustainable Finance Action Plan has three overarching objectives:
Realignment of capital flows
in favour of sustainable
investments in order to
achieve sustainable growth

Estimated timetable

Asset managers and institutional investors must disclose how they
integrate sustainability into their risk processes. This is expected to
come into force by 2022.

Benchmarks
A new category of sustainability benchmarks, comprising low-carbon
and positive-carbon impact benchmarks to help investors better understand the relative carbon impact of their investments, is to be created
by the end of 2022, if not earlier.

2019 –2022

2019 –2022

Fostering sustainable corporate governance and attenuating short-termism in
capital markets

Chosen as initial legislative proposals

Source: European Commission: Final Report of the High-Level Expert Group on Sustainable Finance, 2018.
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What does the EU Sustainable Finance Action Plan mean
for asset managers, investment advisers and investors?

The European Commission considers asset managers such as DWS crucial in directing capital flows towards sustainable
investments. It is determined that the investment industry as a whole should participate in the fight against climate change
and in addressing fundamental environmental and social issues.

How you can prepare for change

Relatedly, it is important to understand that the Commission is developing the new framework not for the financial sector but
for the real economy. The intention is to provide opportunities to help bring about positive change, and the financial sector
has a vital role to play in this regard.

As of 2020, the EU Sustainable Finance Action Plan will require that private investors are
asked whether ESG criteria should be taken into account in their investment decisions.
This has implications for everyone involved in the investment process.

Investment advisers

Industry reaction: BVI’s response to
the High-Level Expert Group’s latest
taxonomy proposals
In June 2019 the German Investment Funds Asso
ciation (BVI) offered an initial assessment of the EU
Sustainable Finance Action Plan’s efforts to develop
a taxonomy of sustainable investments.
“The good news is that the Expert Group does not
want to limit the classification system to 100% ‘green’
activities. It allows for grading. Companies seeking or
enabling the gradual transition to a carbon-neutral

economy are thus encouraged rather than punished.
However, the guidelines on climate-related reporting
by portfolio companies do not go far enough for us.
Asset managers need detailed information about the
environmental sustainability of portfolio companies’
business activities if they are to fulfil their duties in
the future.”

By 2020 you should have ...
_ trained your adviser teams to ensure that they have a good knowledge of sustainable
investments. Several certified training providers already offer courses on this topic.
_ added sustainability information to your sales documents. This can be ratings or ESG key
performance indicators (KPIs), as well as insights into the impact of sustainability criteria
on the performance and risk of investment products.
_ revised your product offering to offer suitable sustainable solutions in all investment and
risk classes.

Clients and asset owners will increasingly expect dedicated ESG advice from asset managers.

Asset managers

By 2020 you should have ...
_ ensured your ability to demonstrate the incorporation of sustainability risks – e.g. within
the entire investment process or embedded into specific products.
_ clearly formulated your approach to products – e.g. negative, standards-based or bestin-class screening.
_ observed the outcome of the EU’s discussion on taxonomy, as this may influence how you
construct and market existing products to maintain compliance.

Source: BVI, 24 June 2019.
From 2020 investment advisers will be required to ask you about the importance that you
place on sustainability criteria. You might also be asked about your preferred areas of focus
with regard to ESG matters.

The DWS approach

Institutional investors

D

WS welcomes the EU Sustainable Finance Action Plan and considers it essential.
We have actively participated in the consultation process, both at national level (BVI) and
at European level (European Fund and Asset Management Association – EFAMA). We train
our portfolio managers and sales teams specifically in relation to ESG and the upcoming EU
regulations, supplementing our internal efforts with externally certified courses and exams –
including the European Federation of Financial Analysts Societies’ (EFFAS) ESG Analyst
(CESGA) qualification programme.
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Private investors

By 2020 you should have ...
_ defined your individual sustainability requirements (e.g. considered and selected environmental and social issues, as well as aspects of good corporate governance, depending on
your organisation’s interests and preferences).
_ developed a good understanding of the available sustainability data so that portfolios can
be managed according to your ESG requirements rather than simply labelled “green”
(“greenwashing”).
_ determined the status of your investments under ESG criteria.
By 2020 you should have ...
_ developed an understanding of what sustainable investing means and what your own ESG
preferences might be.
_ asked the right questions during discussions with investment professionals – for example:
_ How might sustainability criteria affect the risk-return ratio of my investments?
_ Are the sustainability criteria of your asset manager externally verified?
_ What kind of ESG ratings did your asset managers´ products receive and which contentrelated focus has been used within their respective ESG spectrum?
_ Which ESG approaches (e.g. negative, standards-based, best-in-class screening, etc.)
have been considered in the product offering?
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CHAPTER 2

Measurable and investable targets
The United Nations Sustainable Development Goals
Launched by the United Nations General Assembly in 2015 and supported by all 193 UN
members, the Sustainable Development Goals (SDGs) serve as a global blueprint for the
future well-being of our world and its people.

There are 17 overarching objectives, covering all three
dimensions of sustainability – social, environmental
and corporate – with a total of 169 targets, all to be
achieved by 2030.
The SDGs differ from their predecessors, the Millennium
Development Goals (MDGs), which the UN promoted
between 2000 and 2015, in two key respects. First, the
SDGs cover a much broader range of ESG factors to
address issues such as climate change, environmental
degradation, poverty and inequality. Second, while the
MDGs were based on state financing, the UN proposed
that up to 80% of SDG funds – as much as US$7 trillion
a year – should come from the private sector. This
means that companies also have a duty to make a
concrete contribution.

For example, a company that manufactures health
products but uses energy-inefficient processes
could make a positive contribution to SDG 3 (good
health and well-being) and make a negative contribution to SDG 7 (affordable and clean energy),
SDG 12 (responsible consumption and production)

and SDG 13 (climate action). These aspects
should be taken into account when assessing
an investment, which is possible only if companies publish comprehensive and transparent
data on their SDG-related performance.

The SDGs are therefore increasingly reflected in capital
investments that focus on ESG considerations. In tandem,
they have proved to be a useful framework for capital
allocation and for measuring positive impacts and risks.
But they also pose challenges, the most difficult of
which is how to measure and compare different investments’ contributions to the goals.
Furthermore, not all SDGs are equally investable.
Some of them may not be investable at all. For example,
it is currently difficult to demonstrate that an investment contributes to SDGs 16 (Peace, justice and strong
institutions) and 17 (Partnerships for the goals). It is
also important to understand that a company can make
both a positive and a negative contribution to the goals.
Here the danger of greenwashing is considerable.

to be
implemented by

17 169

2030 80%

goals

of funding to
come from the
private sector

targets
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MSCI Sustainable Impact Metrics Framework
As a global provider of financial services, MSCI has established a framework in which
the SDGs are assigned to five overarching investment themes: basic needs, empowerment, climate change, natural capital and governance.

Basic needs

1
2
3
6
11

Quality education
Gender equality
Decent work and economic growth
Industry, innovation
and infrastructure
10 Reduced inequalities
4
5
8
9

I

n 2018 DWS launched a global equity fund managed in accordance with the SDGs.
DWS Invest SDG Global Equities invests in companies that make an important contribution to the goals. In addition to financial aspects, ESG criteria play an important role in
the selection of promising equities. Since April 2019 the fund has been the subject of
the first major sustainability-focused sales campaign by a German retail bank. The contributions that issuers make to the various SDGs are measured and reported transparently
for investors.

Climate change

Empowerment

No poverty
Zero hunger
Good health and well-being
Clean water and sanitation
Sustainable cities and communities

The DWS approach

7 Affordable and clean energy
13 Climate action

How you can prepare for change

Investment advisers

Natural capital

12 Responsible consumption
and production
14 Life below water
15 Life on land

Governance

16 Peace, justice and strong
institutions
17 Partnerships for the goals

Take a closer look at the SDGs and understand which are easily measurable and therefore
investable. Only those that are measurable can lend themselves to transparent, comprehensible investment strategies. As more data becomes available over time, it is likely that more
SDGs will become measurable – and, by extension, investable.
Consider how your activities demonstrate a genuine contribution to the SDGs and how you
can measure and report on them, as investors will increasingly ask about the ESG impact of
their investments. The SDGs provide a potentially powerful, worldwide framework for such
considerations.

Asset managers

The universe of SDG-compliant investments is set to grow as more data about companies
and their contribution to the goals becomes available.
Think about whether and how your organisation can contribute to the SDGs and how you
can measure these contributions.

These five investment themes are then divided
into further sub-themes, which serve as a basis for
measuring a company’s contribution to each objective – provided that accurate data is available.
The percentage of revenue that a company derives
from each category is calculated using data covering several thousand firms in the MSCI All Country
World Index (ACWI) and the MSCI ACWI Investable
Market Index. This data provides a solid basis for
the design of SDG products – for example, global
equity portfolios that generate approximately 50%
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of their revenues from products and services
that contribute to the goals. Combining this structure with ESG minimum standards can reduce the
available number of companies from approximately
8,000 – that is, those listed in the MSCI ACWI
Investable Market Index – to around 700. A good
bottom-up analysis can then be used to identify
the most attractive among them. Such an approach
need not have a negative effect on performance.
In fact, aligning investments with the SDGs raises
interesting questions about perceptions of performance and value by industry and society.

Institutional investors

Based on this, you can define your preferences for an investment strategy aligned with the
SDGs. You might already have certain focal points that reflect your own business activity.
Alternatively, you could define independent ESG aspects that can be measured via the SDGs
to achieve a compensating effect.
Think about whether there are reputational risks and how you can introduce innovations and
transformational processes into your business strategy to gradually improve your contribution to the SDGs.

Private investors

Familiarise yourself with the SDGs and assess which are important to you. Ask your adviser
to give you an overview of the SDG products available on the market and to explain which
goals they contribute to and how. This level of transparency is already available today.
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Why climate change is about more
than environmental protection
Scientists have been highlighting the dramatic changes in our environment for decades. Only now,
when the effects can be seen and felt around the world, are we grasping the seriousness of the
situation and realising that climate change is not just a matter of saving our environment: it is about
all areas of society, and it also has significant financial and strategic implications for companies.

There are already many examples of the
material effects of climate change ...
__ Low water levels in the Rhine in late 2018 restricted
shipped supplies of petroleum products, leading to higher
freight costs for the Netherlands, Switzerland and Germany.
One German chemical company stopped production of the

Weather and climate events in the USA with high financial losses
January to September 2018

Western wildfires
California firestorm
Summer – Fall

Central and Northeast
Severe weather conditions
1 - 4 May

Northeast
Winter storm
1 - 3 March

Colorado hail storm
18 - 19 June
Texas hail storm
6 June

parts of the US in 2018, dramatically increasing the risk of
forest fires4. This event, which was described as “the first

50 pharmaceutical plants, is a critical part of the worldwide

climate-change bankruptcy – probably not the last”,

medical supply chain of many well-known global companies.

represented a wake-up call to all businesses, highlighting

Storm damage reportedly led to costs of up to US$100

the need to look more closely at climate-related risks.

“Brandenburg’s farmers should grow olives”

“Good harvest: wine bottles are scarce.”

Germany is heading towards a climate like that of northern

The glassworks are simply empty: German wine

Italy, says Ernst Rauch, climate expert at reinsurance

producers and traders report a shortage of wine

company Munich Re. And this has consequences ...

bottles. In addition to a good harvest, this is due

Tagesspiegel, 16 July 2018

Southeastern
Tornadoes and severe
weather conditions
18 - 21 March
Southern and Eastern
Tornadoes and severe
weather conditions
13 - 16 April

climatic changes when a prolonged drought afflicted large

due to restrictions on shipping transport1

... yet the phenomenon also presents opportunities...

Hurricane Florence
13 - 16 September

Southwest and Southern Plains
Drought

third quarter of 20183.
__ California’s largest energy supplier was bankrupted by rapid

million for individual companies2.

Northeastern and Eastern
Winter storm
3 - 5 January

Rockies and Plains
Hail storms 6 - 7 August

insurance company with a net loss of US$1.3 billion in the

plastic product TDI (toluene diisocyanate) in Ludwigshafen
__ In 2017 Hurricane Maria hit Puerto Rico, which, as home to

Central and Eastern
Severe weather conditions
13 - 15 May

__ Violent storms in Japan and North America left a large US

“Sad to say, but it’s the truth: German winegrowers see climate change as a blessing.”

to the fact that many beverage manufacturers are
switching from plastic to glass again ...
Spiegel Online, 19 March 2019

New York Times, 19 January 2019

Hurricane Michael
10 - 11 October

Central and Eastern
Tornadoes and severe weather
conditions 19 - 22 July

This map denotes the approximate location for each of the 14 separate billion dollar weather and climate disasters
that impacted the United States during 2018.

Source: https://www.icis.com/explore/resources/news/2018/01/31/10188764/basf-to-resume-tdi-ludwigshafen-production-in-the-course-of-second-quarter.
Source: https://cen.acs.org/pharmaceuticals/biologics/Hurricane-Marias-lessons-drug-industry/96/i37.
Source: https://www.bloomberg.com/news/articles/2018-10-31/aig-surprises-with-loss-tied-to-costs-from-storms-in-u-s-japan.
4
Source: Wall Street Journal: “PG&E: the first climate-change bankruptcy – probably not the last”, 18 January 2019.
1

2

3

Source: National Oceanic and Atmospheric Administration (NOAA), US Department of Commerce.
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Data, data, data
The foundation of all ESG investments
Rapid progress in data collection and processing has been crucial to the increase in ESG
investments in recent years. Today, thanks to “big data”, enormous amounts of information
from multiple sources can be taken into account – resulting in a much more transparent and
comprehensive approach to investment analysis.

Data has become the cornerstone of ESG investments
and an essential building block for ensuring transparency and credibility.
The pressure on companies to disclose information is
increasing – partly due to regulation by the supervisory
authorities, partly due to market demands and reputational risks. This means that more and more data is
becoming available, which has led to the emergence of
an entire industry devoted to its collection and analysis.
Companies such as MSCI developed or acquired special
data analysis capabilities in the late 2000s and have
since been joined by dozens of providers of varying
scale and scope. These include some generalists but
also many that specialise in a specific ESG area – for
example, CO2 risks, reputational risks or compliance
and business ethics.
The sheer diversity of available information can make it
difficult to find one’s way through the data jungle. How
can all of these sources – and all of the information that
they provide – be used to best effect for ESG investments? Asset managers basically have two choices.
The first, which is very labour-intensive, is to directly
access existing data and develop a proprietary method
for collecting and processing ESG information. The
second, which is more capital-intensive, is to use

external providers. Whichever route is preferred, it
is important to keep in mind that the available information is still inherently subjective – that is, it is
influenced by the opinions and interpretations of
the people who analyse it.
If asset managers rely on only one external data provider then there is a risk of information being viewed
and evaluated one-dimensionally. Investment decisions
based on data analysis from multiple providers are
likely to be more comprehensive and reliable, as they
can be shaped not only by many more ESG factors but
also by a degree of consensus. In the second case
companies need to develop a mechanism for interpreting the various data to reach consistent, meaningful
conclusions.
It is also vital to note that the generation of data makes
little sense if those responsible for investment decisions, such as portfolio managers and investment
analysts, cannot access information easily and in an
understandable format.

Below the surface it becomes interesting
Without ESG data

__ Sales revenues
__ Profitability
__ Dividends

__ Valuation
__ etc

With ESG data

Corporate governance
_ Risk management
_ Business ethics
_ Incentive structures
_ Competitive behaviour
_ Corruption
_ Reporting
_ Other factors

Environment
_ Water management
_ Greenhouse gases
_ Air quality
_ Energy management
_ Biodiversity
_ Product packaging
_ Other factors

Social affairs
__ Consumer protection
__ Data security
__ Working conditions
__ Supply chains
__ Diversity and inclusion
__ Remuneration and benefits
__ Other factors

Source: Sustainability Accounting Standards Board, 2018.
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The DWS approach

M

ost ESG risks are not clearly identifiable. We therefore need data from providers
that go beneath the surface to identify threats and potential opportunities alike.

How you can prepare for change

Even then, as asset managers, we cannot rely on a single provider for a complete, 360º view.
Just as we would not base an important decision in our private lives on a single opinion, we
want to hear what several trusted experts have to say before we settle on a course of action.

Make sure you know the data sources that asset managers use for their ESG mandates
and product solutions.

Investment advisers

2,500
years of ESG
experience

500+
ESG specialists

This is why our proprietary DWS ESG Engine uses data from
three generalist providers – MSCI, ISS and Sustainalytics – and supplements these inputs with further information from three specialised
providers: RepRisk, which provides insights into reputational risks, Trucost,
which highlights CO2 risks, and ISS Ethix, which offers compliance and
business ethics analysis. In effect, this allows us to rely on the expertise of more than 500 ESG specialists with around 2,500 years of
combined ESG experience.

The wealth of information available from these providers means that the DWS ESG Engine has access to more than
35 million data points for over 10,000 companies. The software translates the available data into a consistent evaluation process, which uses a so-called Concordant Rank Aggregation. This generally results in a clear correlation and ranking
with regard to the upper and lower 20% of evaluated companies.

Choose your ESG data sources as carefully and as comprehensively as possible, as each
data provider has a different focus.

Asset managers

Institutional investors

10,000
companies

Understand how the consideration of ESG data influences their investment decisions.

Private investors

Consider whether and to what extent you would like to add your own analysis to external data.
This is a question of quality – and therefore of cost and capacity.

As a company, you disclose certain ESG information, which in turn is processed by ESG
data analysts. Check the focus of each data provider, as well as the data considered
relevant by regulators and investors, to provide accurate and pinpointed information.

Ask investment professionals which data sources they use for specific ESG products and
which ESG aspects are taken into account. These should be consistent with your personal
ESG investment objectives. Be sure to review the ESG reporting of the products that are of
interest to you to make certain that these are not subject to “greenwashing”.

35 million

The level of analysis possible is extremely high. Imagine, for instance, that an
data points
institutional investor does not want a portfolio to generate income from militaryindustrial complexes. We first need to define what “military-industrial complexes”
actually means for this investor. Does the term encompass all gun manufacturers or
only “controversial” gun manufacturers? Does it also include companies that supply
weapon manufacturers? As soon as we have clarity about this, we can analyse the
existing structure of the client’s portfolio and identify the likely impact of excluding
companies that do not satisfy the client’s ESG requirements. The ESG Engine thus
enables us to tailor highly bespoke solutions.
The information provided by the ESG Engine is available to all of our portfolio managers
and analysts, allowing them to access qualitative sustainability parameters alongside
traditional financial data. This means that they can easily integrate the information into
their detailed analysis and embed it into the management of active and passive mandates for all liquid asset classes. The data and the results of our analysis are available for
all mutual funds for private investors, as well as for individual products and strategies for
institutional clients.
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Risk diversification and performance
ESG information creates transparency
ESG is increasingly seen as a powerful tool for managing risk and increasing
business and product performance. It is important to understand the relationships involved.

The effects of climate change offer one of the
clearest examples of the consideration of ESG
criteria in identifying risks. Global warming, the
greatest existential threat to humanity, can no
longer be denied.
A recent example of these effects shows a clear
link between ESG risk and ESG performance. In
2018, with Germany experiencing one of the hottest
summers in its history, low water levels in the
Rhine caused significant problems for chemical
companies with facilities on the river’s banks.
Productivity declined when the large inland

waterway vessels traditionally responsible for
supplying raw materials were unable to navigate
the river. BASF temporarily shut down one of its
plants, Evonik was forced to cut production, and
Covestro warned investors that profits would fall.
This shows not only that climate change represents an investment risk but that investment
performance can be negatively affected if such
a risk is not sufficiently taken into account.
The link between risk and performance may be
less clear when considering social factors and
corporate governance, yet there is now ample

evidence to support it. As mentioned earlier, a wellknown example is the so-called “Dieselgate” affair,
which caused the share price of the company involved
to fall by a third within just a few days. Crucially, a
company’s efficient environmental and social policies
almost always stem from good governance. According
to a study by Bank of America Merrill Lynch in 20181, an
investor who bought only stocks with above-average
Thomson Reuters environmental and social ratings five
years ahead of a company’s bankruptcy would have
avoided more than 90% of the bankruptcies that
occurred in the S&P 500 since 2005.

1
2

Research conducted by Oxford University and Arabesque
Partners in 20152 looked at more than 200 studies and
found a significant link between sustainable business
practices and economic performance. Some 88% of
the studies surveyed showed that companies with
robust sustainability practices perform better in their
operations, which translates into improved cash flows.
A further 80% of the studies examined confirmed a
positive correlation between share price performance
and sustainability ratings. The research concluded that
responsibility and profitability, rather than being incompatible, complement each other in every respect.
.

Source: Bank of America Merrill Lynch: The ABCs of ESG, 2018.
Clark, Feiner and Viehs: From the Stockholder to the Stakeholder:
How Sustainability Can Drive Financial Outperformance, 2015.

RIVER RHINE WATER LEVELS AT KAUB, A NOTORIOUS BOTTLENECK1

Flood 1995

7.80 m

Normal

A 110-metre-long Rhine ship rests in the water at a depth of 60-80 centimetres

2.24 m

when empty and requires around 10 centimetres of additional depth per 100
tonnes of cargo². Some vessels can carry up to 5,200 tonnes when water levels
are normal. However, low levels at Kaub could reduce maximum loads to 900

Low 2013

tonnes3 or less – meaning six or more ships would be required to carry as much

0.35 m
Low 2018

0.25 m

cargo as a single ship operating in normal conditions.

 he level is measured in metres from a defined zero point, not from the riverbed.
T
Marked on a gauge pole, the zero point should be covered by water even at extremely low levels.
Source: Spiegel Online, 27 July 2018.
3
Source: Contargo.net. – Kleinwasserinfo-2017.de
1

2

Sources of water levels: flood – www.hochwasser-rlp.de; normal – Institute of Hydraulic Engineering and Water Resources Management;
low (2013) – www.fnp.de; low (2018) – www.pegelonline.wsv.de.
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The DWS approach
A comparison of MSCI indices also supports the findings
of the various studies. A comparison of the MSCI World
SRI (Socially Responsible Investment) Index with its
non-SRI index counterpart shows that it has slightly
outperformed the benchmark in 10 out of 11 calendar
years since inception. The MSCI Emerging Markets ESG
Leaders Index has more often than not outperformed
its non-ESG benchmark by a wide margin during the
same period. A possible explanation for the latter

comparison is that in emerging markets, companies
with a good ESG approach have a lower probability
of negative consequences of environmental or social
scandals or bad corporate governance. This ties in
with the idea that ESG factors improve the operational
performance of companies in areas such as productivity,
employee turnover and energy efficiency and that these
improvements, in turn, have a positive influence on
financial results.

I

n collaboration with Professors Timo Busch and Alexander Bassen of the University of Hamburg, DWS
portfolio manager Dr Gunnar Friede carried out two studies into the relationship between ESG and corporate
financial performance. The first was published in 2015, the second in 2018. Both have helped to overturn the
long-held conviction that sustainable investing has a negative impact on returns.
Having analysed more than 2,000 empirical studies, the authors concluded that there is “overwhelming evidence
of the economic viability of ESG investments” and that considering ESG criteria need not impact on performance.
The positive relationship between ESG and performance was found to be especially strong for equities, fixed-income securities and real estate. From a regional perspective, the studies also showed that ESG effects were particularly relevant for performance in North America and also in emerging markets.

COMPARISON OF MSCI ESG/SRI INDICES AND TRADITIONAL MSCI INDICES
THE LINK BETWEEN ESG AND COMPANIES’ FINANCIAL RESULTS
100%
80%

E

60%

Neutral

S

G

ESG

Positive
Negative

40%
20%
0%

Positives

58.7%

55.1%

62.3%

35.3%

Negatives

4.3%

5.1%

9.2%

7.1%

-20%
-40%
08/07

08/08

08/09

MSCI World SRI (net return, US$)

08/10

08/11

08/12

08/13

08/14

08/15

08/16

08/17

08/18

Source: Friede, Busch and Bassen: ESG and Corporate Financial Performance: Mapping the Global Landscape, 2015.
Sample of census studies with identifiable ESG categories in 644 studies.

MSCI World (net return, US$)
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150%

100%

50%

Investment advisers

Asset managers

Institutional investors

Private investors

0%
08/07

08/08

08/09

08/10

MSCI EM ESG Leaders (net return, US$)

08/11

08/12

08/13

08/14

08/15

08/16

08/17

MSCI EM (net return, US$)

Source: MSCI, as of 31.01.2019. Past performance is not a reliable indicator of future returns.

Evidence increasingly shows that companies that
comply with ESG criteria are able to mitigate risk.
This helps them to achieve better performance and
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to deliver a long-term return on investment, thus
benefiting their investors and, more broadly, the
societies in which they operate.

08/18

The above studies and many others highlight the positive correlation between ESG factors, risk management and improved
performance. Investment professionals should familiarise themselves with the most important facts in order to guide clients
effectively and to counter the preconception that such investments inevitably entail financial losses.
Sustainable investments are attractive from two points of view. First, they help to channel funds towards ESG-compliant
activities aligned with the UN Sustainable Development Goals. The second argument in favour of sustainable investments,
irrespective of any conviction about sustainability in general, is the complementary analysis of the risks and opportunities of
an investment. By filtering ESG criteria, other risks can be identified, which in turn optimises the risk-return profile
of a portfolio.
Investors should give thought to which of these objectives best reflects their own preferences.
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From negative to positive
The trajectory of sustainable investing strategies
Traditionally, the favoured approach to asset management was to focus entirely on
maximising financial returns. There was little or no thought given to non-financial
factors when choosing investments.

For some time now, however, investors have
been increasingly interested in issues such as
climate change, resource scarcity, labour laws
and corporate governance. They want to understand the potential impact of such considerations and the risks that they might bring. As a
result, decision-making processes that take into
account non-financial factors are now rapidly

In particular, there is now a significant focus on what is
sometimes called the “transformation effect”. This refers to
companies that may have had a negative ESG balance in the
past (so-called “ESG laggards”) but which are now undergoing a process of positive change. This creates interesting
value appreciation potential for investors.

reshaping the investment landscape. At present
there remains some uncertainty around the methodologies employed. One means of bringing clarity
is to organise approaches to ESG-aware investing
on a spectrum ranging from limited to maximum
focus on positive environmental, social and
governance outcomes.

1

Negative or simple exclusion criteria

2

Values-based or standards-based exclusion criteria

3

Positive/best-in-class integration

4

Integration of ESG factors

5

Special thematic sustainability strategies

6

Impact investments

7

Corporate engagement and shareholder action

THE ESG INVESTMENT SPECTRUM

1.

2.

3.

4.

5.

6.

Traditional

Responsible

Sustainable

Thematic

Impact

Philanthropic

Limited or no focus on
non-financial factors of
underlying investments

Focus on ESG risks,
ranging from negative
screening of harmful
products to a wide
consideration and
integration of ESG
factors in investment
decisions

Focus on positive
environmental and social
outcomes of investments
through investment
selection, portfolio
management and
investment commitment
engagement

Focus on one or a cluster
of issue areas where social
or environmental need
creates a commercial
growth opportunity for
market-rate or marketbeating returns

Focus on one or a cluster
of issue areas where
social or environmental
need requires some
financial trade-off

Focus on one or a cluster
of issue areas where
social or environmental
need requires 100%
financial trade-off

Source: adapted from Bridges Ventures, 2012.

The different strategies of
responsible investing
The earliest forms of sustainable investing – even
those dating back hundreds of years – essentially
focused on the exclusion of assets on ethical or
moral grounds. Although such an approach is still
widespread, less restrictive strategies have
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emerged as approaches to ESG have evolved.
Now it is primarily a case of positive consideration
of ESG factors when selecting companies in
which to invest.

The Global Sustainable Investment Alliance (GSIA), a collaboration of the world’s largest sustainable investment organisations, has organised the various approaches to sustainable
investing into seven strategies. Although there are some
overlaps, this classification is widely used.

Exclusion of assets on the basis of certain “sensitive” criteria. This usually includes the rejection of sectors or companies
that profit from activities that are seen as negative for society – for example, cluster munitions, gambling, alcohol,
tobacco, fossil fuels, nuclear energy, etc.

Screening of potential investments against minimum standards of business practice. These standards are laid down in
international norms – for example, the UN Global Compact, the Universal Declaration of Human Rights, the UN Convention
against Corruption, the UN Convention for the Protection of Human Rights and Fundamental Freedoms, etc.

Investment in sectors, companies or projects based on positive ESG performance compared to industry peers.
While negative exclusion criteria aim to identify and reject ESG laggards, this approach aims to identify and include
ESG leaders.

Systematic integration of ESG factors into traditional financial analysis. This approach focuses on the possible positive
or negative impact of ESG criteria on companies’ financial performance.

Investment in issues or assets specifically related to sustainability. These investments, which are typically made in
private markets, aim to address environmental or social needs that offer a growth opportunity for market-driven or
superior returns.

Investment in companies, organisations or projects that aim to achieve a direct, measurable, positive environmental or
social impact. The focus is on ecological and social areas where some compromise in terms of financial returns may be
necessary. These might include microfinance, community investing or social entrepreneurship.

Exercising shareholder rights to influence the behaviour of companies in relation to ESG criteria. This can be achieved
by attending annual general meetings, through proxy voting or via direct communication with company management
or decision-makers from business and politics.
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I

Exclusions

2015

I

Norms-based
screening

I

Best-in-class

I

ESG
integration

4,270,045

I

Sustainability
themed

Investment advisers

CAGR
+5%

I

Impact
investing

I

Engagement
and Voting

Asset managers are expected to have a responsibility for educating investors about ESG and
its capabilities from Q3 2020. You should be able to offer specific ESG solutions and help
investors to make informed decisions.

2017

CAGR = compound annual growth rate

Asset managers

Source: Eurosif SRI Study, 2018.

These seven strategies cover a broad spectrum
of investment philosophies. For example, while
negative exclusion criteria ignore the possibility
of helping ESG laggards to make positive
changes over the longer term, corporate

The aim is to find the right solution with the best potential for value appreciation. For
example, is a client primarily interested in the impact – that is, the positive effect – of certain
ESG factors or is the preference for superior performance and effective risk management?
You must be able to derive the implications of an individual’s requirements and objectives in
order to develop the most effective solution together.
Identify investment managers who are able to offer tailor-made ESG portfolio strategies. You
may need to inform trustees and stakeholders about the changing market environment and
ensure that they understand the implications and practical aspects. A good asset manager
should be able to help. It is also important here to recognise and avoid “greenwashing”.

108,575

98,329

CAGR
+1%

148,840

493,375

2.000

CAGR
+9%

145,249

4.000

2,646,346

3,147,981

6.000

0

CAGR
+27%

5,087,774

8.000

From Q3 2020, in accordance with the EU Sustainable Finance Action Plan, you are likely to
have to ask your clients whether they want to take ESG criteria into account when investing.
You must therefore be familiar with the entire investment spectrum and be able to explain
the different ESG strategies to your clients.

CAGR
+7%

4,857,550

CAGR
-21%

4,239,932

10.000

585,734

12.000

CAGR
-3%

10,150,595

in
€ million

9,464,485

CHAPTER 5

OVERVIEW OF SRI STRATEGIES IN EUROPE

engagement uses the power of active ownership
to encourage better environmental, social and
governance practices. Depending on a client’s
wishes and objectives, some or all of these
strategies can be used in combination.

Institutional investors need to decide whether they want to include ESG criteria in investment mandates. It is therefore essential to establish your goals and the strategies that you
would like to pursue in order to achieve them.

Institutional investors

You need to decide on your own ESG preferences, which your asset manager can then refine
and design with you. The amount of data available on ESG factors nowadays allows a wide
analysis of many companies, so your portfolio should be able to reflect your specific
requirements.
You must exercise due diligence to demonstrate clearly that you are delivering on your ESG
promises to stakeholders and clients.

The DWS approach

I

n 2018, in partnership with Apple Inc. and a select group of Apple’s suppliers, DWS launched a
closed-end fund that invests in renewable energy projects in mainland China.
Private investors
The proportion of DWS’s sustainable investment portfolio relative to overall assets under management
is now more than 7% or €47 billion*. This reflects a trend of rapid growth.

Consider whether and how you would like to incorporate ESG criteria into your offerings. Do
you want to integrate ESG into your entire process or only into certain products? Whatever
your approach, you need to communicate clearly how you do it – the rules you apply, your
processes and the impact on portfolios.

Private investors need to decide whether to factor ESG into investment decisions. This
means that you must identify your preferred goals and strategies. You should also decide
how much transparency you would like in addition to the standard reporting on your
investments.
Find out as much as you can about different providers and their products and approaches.

DWS offers all of the investment strategies described previously. Our DWS ESG Engine enables us to
develop tailor-made ESG portfolio strategies or to check existing portfolios for their ESG conformity,
depending on a client’s requirements and objectives.

*
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DWS International GmbH, as of 31 December 2018.
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From niche to standard
Sustainable investing encompasses all asset classes
Although sustainable investing is becoming the norm across the active, passive and
alternative spaces, some asset classes are still more readily associated with ESG than
others. To date, for example, ESG data has been used much more frequently for equities
than for fixed income.

However, it is now possible to apply an ESG-aware approach to any asset class. It is likely that investments
that take ESG criteria into account will increasingly become the norm in all investment segments.

Equities

Fixed Income
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Real estate

__ Equities have played a leading role in ESG investments to date, not least because ESG
data on companies is the most widely available. Both MSCI and Bloomberg offer ratings
for around 13,000 issuers.
__ The greatest challenges lie in ensuring the quality and reliability of the data provided
by issuers. Although regulatory pressure to disclose information is increasing, the risk
of “greenwashing” remains.

__ Compared to equities, fixed-income securities have so far benefited less from ESG information. As investors become increasingly keen that their investments in bonds are as
sustainable as their investments in equities, efforts to identify new data points that can
provide robust analytical models continue.
__ In addition to corporate bonds, investors can also invest in government bonds. Here the
ESG approach takes into account factors such as the energy efficiency of a country, as
well as political risks such as the way in which government works, press freedom, human
rights, capital punishment, etc. This enables the identification of potential issues for a
country at an early stage.
__ Green bonds represent an important innovation. They are structured like normal bonds
but with high environmental and social requirements on the use of the invested funds.
Examples include bonds related to renewable energy, energy efficiency and water
resource management. Although there are no binding standards at present, the terms of
the Climate Bonds Initiative and the Green Bond Principles have become widely
accepted. These specify the rules for the use and management of proceeds. It is an issuer
that initially classifies a bond as a green bond, so a second opinion from an independent
adviser (Second Party Opinion – SPO) should be obtained.

Infrastructure

Quantitative
Investments

__ Sustainability considerations are becoming increasingly important in the building sector.
Sustainably built or refurbished properties benefit from better capacity utilisation, higher
rents and longer-term leases. Other factors taken into account in an ESG approach are
risks from the effects of climate change, such as storms, wildfires, floods and other natural
disasters. The location of a property – for example, in an area prone to flooding – can drive
up insurance premiums and negatively affect functionality.
__ Buildings are the world’s largest source of greenhouse gas emissions. More and more
European countries are therefore introducing efficiency targets and measures for the
building sector. For instance, Germany has targeted a 45% reduction in emissions by
2030, while France is aiming for an 87% reduction by 2050.
__ A growing number of ESG initiatives, including the Global Real Estate Sustainability
Benchmark (GRESB), the Global Reporting Initiative (GRI) and the Carbon Disclosure
Project (CDP), are set to continue transforming the real estate sector.

__ ESG investments almost always require a long-term investment period and are therefore
particularly suitable for the infrastructure sector, where numerous ESG factors can come
into play over the lifetime of an asset.
__ Investments in local and long-distance public transport or the expansion of charging
stations for electric vehicles can help to strengthen rural areas while also promoting the
development of sustainable transport solutions.
__ Investments in digital infrastructure, such as fibre-optic technology, support basic services
that promote prosperity and improve access to education – for example, online banking
and better internet connectivity.
__ Investments in essential social and health services might include educational facilities,
day-care centres, hospitals and nursing homes.
__ Specific factors that can be taken into account in all kinds of infrastructure investments
include climate change, demographic trends and community relations.

__ Quantitative tools offer comprehensive analysis, portfolio design and reporting options.
They deliver transparency for all portfolio-relevant questions within a client´s individual
ESG implementation.
__ Historical simulations, the ability to systematically control particular ESG targets (for
example, the carbon footprint of a portfolio) and the capacity to provide a detailed
breakdown of performance all help to create transparency and support an investor’s
decision-making process in identifying an optimal ESG strategy.
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CHAPTER 6

The DWS approach
DWS offers ESG products across all asset classes. In 2018 and 2019, in keeping with our record
in this space, we launched a number of innovative sustainable investing solutions. Below is a
broad overview of our current offerings.

How you can prepare for change

O

Equities

ur ESG equity products focus on sustainable companies that offer investors the opportunity to
earn a regular income. Our portfolio managers look for businesses that prize long-term growth over
short-term success. In 2018 DWS launched its first SDG fund, which invests in companies that generate
significant revenues in areas aligned with the UN Sustainable Development Goals and provide long-term
growth potential.

U

Fixed income

sing our proprietary DWS ESG Engine, we apply a three-stage evaluation process for all
green bonds. This includes, among other things, a technical review that examines compliance with
the Green Bond Principles, the environmental benefits of the project and the sustainability strategy
of the issuer as well as an analysis of the issuer and a final DWS Green Bond Rating. A new Green
Bond Fund was launched in 2018, and various traditional products from our range of fixed-income
solutions have been converted into ESG funds.

W

Real estate

e continue to regard ESG as an integral part of our real estate investment strategies. Our
aim is to maintain and increase risk-adjusted returns, reduce environmental risks, increase asset
efficiency and provide tenants with high-quality and attractive investment opportunities. The
buildings we manage are certified or evaluated by the likes of the Global Real Estate Sustainability
Benchmark (GRESB), Leadership in Energy and Environmental Design (LEED), the Building Research
Establishment Environmental Assessment Methodology (BREEAM) and ENERGYSTAR, a US energy
efficiency eco-label.

Investment advisers

Asset managers

Institutional investors

Private investors

In principle, ESG factors can be taken into account in any asset class. The investable focus varies within the E, S and G components from one asset class to another, as does the measurability of the relevant data. Multi-asset strategies are also possible, as
are numerous risk-return profiles.

Investment
advisers

This means that advisers should be able to offer clients ESG-aware solutions that can meet their objectives
as effectively as non-ESG-compliant investments.

Asset
managers

Asset managers need to be flexible and should be able to offer tailor-made ESG products and strategies to
suit a client’s specific preferences and requirements. You should also be aware that clients will expect comprehensive, transparent reporting on the ESG elements of their portfolios. Inform yourself about the UN
Sustainable Development Goals and the scope for measuring impact.

Institutional
investors

Given the growing variety and effectiveness of ESG solutions, institutional investors should consider assessing
their existing portfolios. ESG data tools can help you to understand the extent to which your investments are
already ESG-compliant and to optimise portfolios with sustainability considerations in mind.

Private
investors

Private investors should recognise the ever-growing ability of ESG-aware products and strategies to meet
their traditional investment objectives – for example, saving for retirement. Remember that it is now possible
to invest sustainably across all asset classes and with active or passive management.

E

Infrastructure

SG factors are considered in the infrastructure space at all stages of the investment life-cycle.
This encompasses the initial screening and due diligence phase, the decision for or against acquisition,
the management of the asset and, if necessary, its disposal.

O

Quantitative
Investments
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ur SQI (Systematic and Quantitative Investments) platform supports institutional investors
in defining their ESG requirements and modelling how their chosen investment approaches might
impact on risk and return. The flexibility of the DWS ESG Engine allows us to integrate external ESG
assessments as part of the portfolio optimisation process, further enhancing our ability to define and
develop ESG solutions that meet a client’s specific needs.
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The importance
of corporate governance

The DWS approach

Corporate governance activities should be an integral part of an asset manager’s investment

Proxy voting activities at a glance (DWS funds domiciled in Europe and Japan)

processes. They should go beyond fiduciary duty to demonstrate the power of active ownership. Such activities might include:

Regular reviews
of investee
companies

Active engagement
with investee
companies

Integration of
ESG factors into
investment processes
and decisions

28%

19%

+64%
Exercising
voting rights

Voted “against” in

Voted “against”
or “abstain” in

Increase compared
to 2017

Meetings voted
at in 2018

71%

1,245

of all executive
compensation
resolutions

of all resolutions

Meetings
represented

Voted “against”
or “abstain” in

Supported

93%

of all equity assets under
management in funds
domiciled in Europe
and Japan

23%

of all climate-related
resolutions

of all management
resolutions

The added value derived from good corporate governance is in the best interest of all investors
Academic research1 provides strong evidence that ESG factors have a positive impact on corporate valuations and investment performance.
88% of 51 studies surveyed show
a positive correlation between ESG
factors and operational performance.

90% of 29 studies surveyed
show that good ESG standards
reduce financing costs.

80% of 41 studies surveyed show that
good ESG practices have a positive
impact on a company’s share price.

Number of voting activities per market
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Benelux

21

31

80

Nordics

CEE

Canada

58

13

207

Germany

UK

Ireland

37

DWS’s view

France

5

Supervisory boards

Shareholder rights

What has developed positively?

Where else do we see a need?

__ Competence requirements
__ Succession planning

__ Number of supervisory board mandates
__ Diversity
__ Assignment of sustainability issues
at supervisory board level

__ Say on pay
__ ARUG II and SRD II (expected)

Portugal

296

29

USA

192

Spain

Japan

1

37

Israel

Switzerland

__ Transparency on environmental issues
__ Comprehensive consideration of social
issues such as diversity, lobbying, supply
chain management, labour rights

22

4

32

Italy

Brazil

7

Africa

Other

Executive

__ Transparency
__ “Claw-back” integration in compensation plans
__ Performance-related remuneration __ Variable remuneration
__ Pension obligations
__ SDG-linked remuneration

Africa:	South Africa, Kenya, Egypt, Togo
Asia-Pacific:

Australia, South Korea, China, Taiwan, India,
Indonesia, Malaysia, Philippines, Singapore

Benelux:	Belgium, Luxembourg, Netherlands

1

43

Source: Clark, Feiner and Viehs: From the Stockholder to the Stakeholder: How Sustainability Can Drive Financial Outperformance, 2015.

130

AsiaPacific

Central and
Austria, Czech Republic, Hungary,
Eastern Europe: Poland, Russia, Turkey, Cyprus
Nordics:

Denmark, Finland, Norway, Sweden

Other:	

Bermuda, Cayman Islands, Virgin Islands (UK),
Curaçao, Jersey, Mexico, Guernsey

Source: Institutional Shareholder Services Proxy Exchange, as at 31 December 2018.
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CHAPTER 7

Organisations, rankings
and certifications
Frameworks and standards for sustainable investing
The emergence of numerous organisations dedicated to ESG integration or assessment
is further evidence of sustainable investing’s rise. Many companies already offer ratings,
rankings and certifications that evaluate the ESG activities of an asset manager or a company. As with ESG data providers, some take a holistic approach, while others focus more
on specific areas. Below we outline some of the most important.

UNEP – United Nations Environment Programme

PRI – Principles for Responsible Investment

Established in 1972, UNEP coordinates activities aimed
at protecting the environment and promoting sustainable
development. Most of the international environmental
agreements in force today were developed within its
framework. It is a source of political initiatives and at
the same time encourages the participation of civil
society and private enterprises. UNEP works with
various partners, including PRI, governments, NGOs
and companies.

Founded in 2006 in partnership with UNEP and the
UN Global Compact, PRI is an international investor
network that has established six principles for responsible
investment. More than 2,300 signatory companies,
together managing more than US$86.3 trillion in assets1,
have committed to implementing the principles, which
are voluntary but aspirational.

www.unenvironment.org

UNGC – United Nations Global Compact
The UNGC was founded in 2000. It is a global initiative
that aims to support companies in their sustainable
development, using the UN’s Sustainable Development
Goals, the Universal Declaration of Human Rights and
the International Labour Organisation’s Declaration on
Fundamental Principles and Rights at Work as a basis.
The UNGC framework is based on 10 universal principles covering the four thematic areas of human rights,
labour standards, environmental protection and
anti-corruption.

Principle 1:
We will incorporate ESG issues into investment analysis
and decision-making processes.
Principle 2:
We will be active owners and incorporate ESG issues
into our ownership policies and practices.
Principle 3:
We will seek appropriate disclosure on ESG issues
by the entities in which we invest.
Principle 4:
We will promote the acceptance and implementation
of the principles in the investment industry.
Principle 5:
We will work together to improve our effectiveness in
implementing the principles.
Principle 6:
We will each report on our activities and progress towards
implementing the principles.

Founded in 2005, IIGCC is a European member organisation
of asset owners and asset managers. Its aim is to mobilise
capital for the transition to a low-carbon economy by working with companies, policymakers and fellow investors. It
has more than 170 members – mainly pension funds and
asset managers – in 13 countries, with over €23 trillion in
assets under management. IIGCC participates in the develop
ment of political initiatives and regulations in the field of
sustainable investing. Its annual reports provide information
on all key topics and developments for institutional investors
in this space.
www.iigcc.org

FNG – Forum for Sustainable Investment
FNG (German: Forum für Nachhaltige Geldanlagen) has
served as the professional association for sustainable investing in Germany, Austria, Liechtenstein and Switzerland since
2001. Its members include more than 170 banks, investment
companies, insurance companies, rating agencies, investment firms, asset managers, financial advisers and NGOs
committed to greater sustainability in the financial sector.
The goal is to advance the cause of sustainable investing by
providing the public with information and helping to shape
political and legal frameworks. FNG developed the FNG Seal
for Sustainable Investment Funds in 2015 and publishes an
annual market report, Nachhaltige Geldanlagen, which
provides information on current developments and products
in the field of ESG investing.
www.forum-ng.org

ICGN – International Corporate
Governance Network
Launched in 1995 as an investor-led, non-profit organisation,
ICGN promotes effective standards for corporate governance
and investor stewardship worldwide. Its activities are intended
to encourage efficient markets, sustainable economies and
long-term value creation. Members of the network manage
more than US$34 trillion in assets. ICGN develops guiding
principles for good corporate governance and also organises
training events. It also collaborates with organisations such
as PRI.

Eurosif
Eurosif was established in 2001 as the European umbrella
organisation of FNG and its national counterparts in France,
the Netherlands, the UK and Italy. Its goal is to promote sustainable investing throughout Europe. It provides research
and publishes an annual report on sustainability strategies.
In 2008 it introduced the European SRI Transparency Code,
a seal of approval for ESG investment products, which has
since been awarded to around 800 funds.
www.eurosif.org

www.icgn.org

www.unpri.org

www.unglobalcompact.org
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IIGCC – Institutional Investors Group
on Climate Change

1

Source: PRI, 2019.
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CHAPTER 7

Carbon Tracker

CDP – Carbon Disclosure Project

ISS-oekom

Sustainalytics

Carbon Tracker – also known as the Carbon Tracker Initiative – is an independent, non-profit think-tank. Launched in
2007, it analyses the effects of climate change on financial
markets. It aims to improve markets’ understanding of
global warming’s impact on energy supply and the risks
that have arisen as a result. Carbon Tracker’s research has
been highly influential. In 2011 it published a landmark
report that warned that the fight against climate change
could prove futile if most of the world’s remaining carbon
resources were used. Coal equity valuations fell by up to
95% within a year.

CDP is a non-profit organisation that encourages investors, companies, cities, states and regions to publish
data on environmental considerations – for example,
greenhouse gas emissions, supply chains and water
consumption. Once a year, using standardised questionnaires, it collects and evaluates data on CO2 emissions,
climate risks, reduction targets and strategies. It now
manages the largest database of its kind in this sector.

ISS-oekom is a globally active ESG research and rating
agency. It uses an established methodology to analyse the
most important equity and bond issuers in terms of their
ESG performance. The company supports institutional
investors and financial services providers in identifying
sustainability-relevant investment opportunities and risks.

Sustainalytics is a leading global provider of ESG and
corporate governance research and ratings. It specialises in
analysing and evaluating the sustainability performance of
companies and countries and supports financial services
providers and institutional investors in integrating ESG and
corporate governance factors into investment processes
and asset management.

www.carbontracker.org

Ceres
Founded in 1989, Ceres is a non-profit organisation
whose mission is to transform the economy to build a
sustainable future for people and the planet. It works
with investors and companies to build leadership qualities and to develop solutions for the entire economy.
Through powerful networks and advocacy, Ceres
addresses the world’s biggest sustainability challenges,
including climate change, water pollution and scarcity,
environmental degradation, inequitable workplaces and
outdated capital market systems.
www.ceres.org

MSCI
MSCI was established in 1969 and is today one of the
world’s leading providers of financial services, especially
in the field of indices and portfolio and risk analysis.
Using its own model, it also evaluates and analyses the
ESG-related activities of numerous companies worldwide.
Its Sustainable Impact Metrics Framework aims to measure
each company’s contribution to the 17 UN Sustainable
Development Goals.

www.issgovernance.com/esg
www.sustainalytics.com

www.cdp.net

GRESB – Global Real Estate Sustainability
Benchmark
GRESB was launched in 2009 and has grown to become
the leading benchmark for real estate and infrastructure
investments across the world. It currently assesses
more than 900 such funds, as well as various real estate
companies, debt portfolios and infrastructure funds,
with a total asset value of around US$4 trillion. GRESB
ratings are based on a number of considerations, including resilience to environmental problems, the well-being
of tenants and users and stakeholder commitment.
www.gresb.com

Morningstar
Investment research specialist Morningstar introduced its
Morningstar Sustainability Rating methodology in 2016. This
system aims to provide reliable and objective assessments
of how portfolios meet ESG challenges. Ratings are derived
from historical share-based calculations based on company
data from Sustainalytics, a leading provider of ESG ratings
and research. Equities and corporate bonds are included
equally. Ratings are expressed by the awarding of Morningstar ESG Globes.

How you can prepare for change

Investment advisers

Asset managers

Institutional investors

Private investors

Everyone involved in the investment process should become familiar with the main organisations and associations in this space.
It is especially important to appreciate which of them...
_ set rules and frameworks for sustainable investing – e.g. the UN, the EU Sustainable Finance Action Plan
_ define optimal reporting procedures and make recommendations – e.g. PRI, Taskforce on Climate-related Financial Disclosure (TCFD)
_ analyse ESG data and earn money by doing so – e.g. Sustainalytics
_ evaluate ESG products and offer certifications, awards etc – e.g. GRESB
_ provide useful ESG information – e.g. FNG
The field of providers is already extensive and will continue to grow. However, in some areas – for example, data provision – there
is also likely to be consolidation.

www.morningstar.de

www.msci.com
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THE PRINCIPLE OF “DOUBLE MATERIALITY”

CHAPTER 8

The relationship between non-financial reporting and reporting on climate-related information

Reporting

Non-Financial
Reporting Directive

Transparency and risk assessment
The demand for more open and detailed reporting is growing in the face of ever-greater interest
in sustainable investing and the development of regulatory requirements and frameworks.

At this point it is important to distinguish between
sustainability reporting and ESG reporting. The former
relates to the reporting that companies produce – or
will have to produce in the future – to be transparent
about sustainability-related activities and their effects.
The latter relates to the reporting that asset managers
provide for clients. Regardless of role or perspective,
all parties involved in responsible investing will need
to devote themselves to reporting of some kind.
Let us first consider sustainability reporting by
companies. Until a few years ago there were no nonfinancial reporting requirements for businesses. This
changed in Europe in 2014 with the adoption by the
European Parliament of a directive extending reporting
on matters broadly related to corporate social responsibility (CSR). The directive applies to large capitalmarket-oriented companies, credit institutions, financial
services institutions and insurance firms and aims to
increase their transparency around environmental and
social considerations.
Germany has entered the directive into national law. It
has been applicable to management reports since the
2017 financial year, particularly with regard to listed
companies with more than 500 employees. Essentially,
the idea is to give non-financial information the same
value as financial information by integrating it into
reports in accordance with the requirements of the
German Commercial Code.
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The directive requires reporting on “material” considerations – that is, those necessary to understand a
company’s performance, development and economic
situation, as well as the impact of its practices on the
environment, employees, social affairs, respect for
human rights and the fight against corruption and bribery.
It also recommends the principle of “double materiality”,
which is intended to prevent companies from reporting on irrelevant information in an attempt to make
themselves appear “greener”. This means the additional
application of voluntary standards for reporting, such
as the Global Reporting Initiative (GRI). The directive’s
definitions and those of the GRI overlap in some
instances but are not identical.
In June 2019 the European Commission published
additional guidelines for reporting on climate-related
information, which in practice supplement the existing
guidelines for non-financial reporting. These new, nonbinding guidelines integrate the recommendations of
the Task Force on Climate-related Financial Disclosures
(TCFD) and take into account the EU Sustainable Finance
Action Plan’s upcoming taxonomy for sustainable
activities. The principle of “double materiality” also
applies when considering TCFD recommendations.

RECOMMENDATIONS OF THE TCFD

Environmental and social materiality

Financial materiality

To the extent necessary for an understanding
of the impact of a company’s activities

To the extent necessary for an understanding of the
company’s delevopment, performance and position

Climate change impact
on company – and possible
financially significant – effects

Company impact
on climate
COMPANIES

CLIMATE

COMPANIES

CLIMATE
CHANGE

Primary audience:

Primary audience:

Consumers, civil society, employees, investors

Investors

Source: European Commission: New Guidelines on Reporting Climate-Related Information, as of 17 June 2019.

The EU Sustainable Finance Action Plan primarily addresses
the real economy. Nonetheless, banks, insurers and asset
managers have a crucial role to play by demanding genuinely transparent non-financial information from clients and
investee companies. This information has to be structured
and meaningful if the cause of sustainable investing is to

advance. Only if the data is relevant and reported as widely
as possible can risks and opportunities be comprehensively
weighed up and used, together with information from rating
agencies and other organisations, to provide a holistic and
reliable picture (please also see chapter 3 – ‘Data, data, data’).

The DWS approach

I

n the past, as part of Deutsche Bank, DWS was included in the non-financialn reporting of its
parent company. In 2018 we decided to prepare our own sustainability report, focusing on the material
issues around our business model. We expect this to lead to more credible dialogue on sustainability
with our clients and the companies in which we invest. Since December 2017 DWS has also supported
the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD). We also intend
to comply with PRI reporting on climate change and to report on the respective processes.
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Examples of ESG KPIs in a
sustainability-oriented model portfolio
The second aspect of ESG reporting that asset managers
provide for clients encompasses the reporting of extra-financial
key performance indicators (KPIs). These address the needs of
the financial industry in assessing companies’ ESG compliance
by presenting aspects that have a material impact on performance and position – based, for example, on standardised
information on the use of renewable energy sources, product

safety or workforce restructuring. Financial services providers
use these KPIs to measure the impact of an investment portfolio
on ESG criteria and to make appropriate changes.
As part of the standards of the European Federation of Financial
Analysts Societies (EFFAS), these ESG KPIs are valid throughout
Europe – albeit on a voluntary basis. It follows that the indicators are only as reliable as the inputs on which they are based.

EXAMPLE: IMPACT ON UN SUSTAINABLE DEVELOPMENT GOALS

17% higher

14% higher

33% higher

2% higher

impact than benchmark product.

impact than benchmark product.

The DWS approach

impact than benchmark product.

impact than benchmark product.

O

ur proprietary DWS ESG Engine provides the foundation for us to regularly determine the sustainability profiles and ESG compliance of our products, strategies and portfolios. Using the data that the ESG
Engine makes available and analyses, we can calculate an “ESG footprint” for funds and mandates. Our
eKPIs (ESG key performance indicators) can be applied individually, allowing us to develop a highly detailed
and transparent picture of the ESG effects of our strategies and solutions.

Example: climate-relevant key figures
27% lower

lower impact on water
scarcity than bench
mark product.

which is equivalent
to the emissions
produced by driving

This enables us to deliver highly dedicated, tailor-made reporting for our
institutional clients, based on their own sustainability preferences and/or
regulatory requirements.

153,441 in a year

27% lower on
carbon emissions than
benchmark product.

43 tonnes

... which is equivalent to
the emissions produced
by an air passenger

... which is equivalent
to the emissions that

flying 69,841
a year.

km in

less carbon dioxide
produced annually for
every $US1 million
invested compared with
benchmark product ...

... which is equivalent
to the annual
emissions of

9 cars

7 households

produce through electricity use in a year.

Example: Key figures on social aspects
0% exposure to adult
We are working on extending standardised mutual fund reporting to include
the most important measurable eKPIs for our retail clients.

entertainment industry,
compared to benchmark
product's 2%.

0% exposure to

gambling industry,
compared to benchmark
product's 0,3%.

0% exposure to
tobacco industry,
compared to bench-

0% exposure to

mark product's 1%.

controversial weapons
manufacturers - same
as benchmark product.

20% more UNGCcompliant companies
than benchmark
product.

1.245 votes at annual
general meetings in 2018
for DWS funds domiciled
in Europe and Japan.

Example: Key figures on corporate governance
9% greater supervisory
board diversity than
benchmark product.
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10% greater super-

visory board member
independence than
benchmark product.
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CHAPTER 8

Frameworks and standards for non-financial
corporate reporting
GRI – Global Reporting Initiative

DNK – German Sustainability Code

Founded in 1997, GRI is a pioneer in sustainability reporting. It helps companies, governments and NGOs understand and communicate their impact on issues such as
climate change, human rights and governance. GRI
develops guidelines for the preparation of sustainability
reports, with its Global Sustainability Reporting Standards intended to create transparency and comparability.
Of the world’s largest 250 corporations, 92% report on
their sustainability performance and 74% of these use
GRI’s Standards to do so.

The DNK (German: Deutscher Nachhaltigkeitskodex) was
adopted by the German government´s Council for Sustainable Development in 2011. It helps companies to develop
sustainability strategies and introduces them to sustainability reporting, providing guidance on how the European
directive for CSR reporting and national action plans on
business and human rights can be implemented in practice. In addition, the DNK database allows published
sustainability reports to be accessed and compared.

How you can prepare for change

Investment advisers

www.deutscher-nachhaltigkeitskodex.de
www.globalreporting.org

TCFD – Task Force on Climate-related
Financial Disclosures
TCFD was set up by the Financial Stability Board of the
G20 to encourage voluntary reporting on companies’
climate-related financial risks. In 2017 it issued recommendations to quantify the impact of climate change on business models. These not only guide reporting but also
represent a strategic approach for tackling climate risks
and opening up new areas of business in a low-carbon
economy. Eleven recommendations, covering four key
themes, are aimed in particular at companies in the energy
sector, as well as banks, insurance companies and investors, and require that they actively address climate-related
issues with regard to considerations such as governance,
strategy and risk management.
www.fsb-tcfd.org

SASB – Sustainability Accounting
Standards Board
SASB is a non-profit organisation that was founded in
2011 to develop and disseminate accounting standards for
sustainability. These standards are tailored to US reporting
and have been prepared on an industry-specific basis.
SASB’s goal is to help companies around the world to
identify, manage and report on the sustainability issues
most important to their investors.
www.sasb.org

Institutional investors

IIRC – International Integrated
Reporting Council
IIRC is a cross-sector, global coalition of government
agencies, associations, institutions, initiatives, investors,
companies, auditors and NGOs. It aims to establish integrated corporate reporting, in which business development is combined with ESG services in a single report,
as a standard in the public and private sectors.
www.integratedreporting.org
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Asset managers

Private investors

_ Familiarise yourself with the Principles for Responsible Investment and its ratings for asset
managers and understand how to interpret these ratings.
_ Analyse asset managers’ products not only from a financial point of view but from the
perspective of non-financial disclosure.
_ Become familiar with the taxonomy around sustainable investing and consider how asset
managers deal with and meet new disclosure requirements.
_ Be aware that in the future, depending on whether they identify sustainability as a key
consideration during consultations, it will no longer be possible to offer clients every
financial product.
In the future, in accordance with the EU Sustainable Finance Action Plan, you will have to
report whether and how ESG criteria are taken into account in your investment decisions and
what percentage of your portfolio complies with taxonomy requirements. For this you will need
the relevant data, which you will have to verify – if necessary – through regular due diligence.
_ Think about the role that climate-change opportunities and risks play in your business
model and how your investment portfolios could be affected by potential risks, depending
on asset class.
_ Create processes and responsibilities to credibly integrate climate change into your business model and strategies.
_ Set short-term, medium-term and long-term goals, communicate these to the outside world
and measure your progress.
In the future, in accordance with the EU Sustainable Finance Action Plan, you will have to
report whether and how ESG criteria are taken into account in your investment decisions.
_ Be aware that non-financial and financial will increasingly dovetail and that reporting
procedures will fundamentally change.
_ Define the material issues relevant to your business model.
_ Pension funds should sit down with their asset managers and consider which form of
non-financial reporting will be needed in the future. As an asset owner, you should also
consider whether you are ready to report the TCFD-oriented indicators that were introduced by PRI in 2018 and are due to become reportable in Q1 2020.
_ Insurance companies should integrate the opportunities and risks of climate change into
their management reports and/or talk with their asset managers or capital management
companies about the information needed for their investment portfolios (measured against
liabilities). Remember that this data should be aggregated and incorporated into your risk
management processes and strategies.
_ Talk with your asset manager about the details of transparency that have to be provided
around your investments.
How explicit ESG investments contribute to the UN Sustainable Development Goals is already
reported today. So is how such investments meet other ESG considerations. However, with the
EU Sustainable Finance Action Plan laying down firm rules and definitions from 2020 onwards,
it is expected that the presentation of this information will become more comprehensive.
_ Decide which form of transparency and which ESG factors are important for you when
selecting a product and which processes you attach particular importance to.
_ Find out how your asset manager participates in international reporting initiatives and
what you can derive from such activities.
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CHAPTER 9

Credible ESG integration
Looking beneath the surface
The increasing appetite for investment opportunities that not only deliver attractive
returns but also take sustainability considerations into account is driving a move
towards clear, comprehensible evaluation criteria for investors.

There are already numerous guidelines and reporting
standards at company level, including those from
governments, PRI and NGOs such as the Sustainability
Accounting Standards Board (SASB). Organisations
such as GRI and TCFD also offer reporting frameworks
to improve transparency and data availability. As
described in chapter 3, these are evaluated by various
data providers according to different facets. However,
none is yet recognised as a truly uniform standard or
even binding – which is why it is important to not use
just one source of data and analysis. The aim now is to
bring together diverse perspectives to form an overall
evaluation of a share or an issuer.

For asset managers, too, no binding standard is yet
available that could be applied at product level as a
reliable and uniform seal of sustainability. However,
there are various initiatives in development, such as
those proposed by Germany’s BVI (Bundesverband
Deutscher Investmentgesellschaften).
This current gap in reliable methods of comparison
means it can be difficult to assess the quality and
seriousness of a sustainable investment approach.
This, in turn, entails the risk of a loose interpretation
and broad application of the term “ESG integration”.

An absence of recognised structures and standards
makes comparison difficult
__ Regulations, categorisations and labels differ or are lacking globally.
__ Lack of recognised and comprehensive standards for measuring, analysing and communicating
companies’ ESG performance.
__ Very few rules on information obligations for companies to report the longer-term effects of their
investment decisions.
__ Information on sustainability matters is not mandatory, and the information supplied by companies
is seldom verified.

55

It is not only the lack of or non-binding standards that
can make ESG-aware investing difficult. Rating agencies’
differing views on investment strategies and evaluation
approaches also contribute to uncertainty.
1. Best-in-class approach
This approach identifies and selects industries, companies
or projects on the basis of positive ESG performance compared to industry peers. Advocates of strict sustainability
concepts argue that such a methodology takes into account
only the least harmful companies in a sector, even though
they could still be involved in exploitation and environmental
destruction (especially in emerging markets). On the other
hand, best-in-class advocates say that chosen companies
are making credible efforts to minimise the negative effects
of their product ranges or supply chains and are thereby
encouraging competition for improvement in the economy
as a whole.

2. Evaluations and certifications
ESG rating agencies assess the sustainability performance
of companies and therefore provide an important reference
for asset managers when assessing sustainability performance. Critics complain that evaluations are often the result
of backward-looking considerations and do not reflect a
company’s actual commitment to sustainability. Lack of
transparency is also criticised, as ESG rating agencies do not
provide full insight into the assessment processes that they
have developed and the underlying data and criteria. Different agencies can measure and evaluate the same concept in
different ways. This makes it difficult to understand exactly
what ESG rating agencies measure and hinders a direct
comparison between different evaluations of a company.

The DWS approach

W

e are convinced that considering ESG factors leads to a better understanding of issuers and the
environment in which they operate. Opportunities and risks that traditional financial analysis might ignore
can be identified to deliver attractive, risk-adjusted returns for our clients. DWS offers products across the
entire spectrum of responsible investing (with the exception of the philanthropic category). Our portfolio
managers in the area of active asset management follow our global policy of ESG integration, taking into
account financially material ESG factors for each issuer and incorporating them into their analyses and
investment decisions. The data comes from our proprietary DWS ESG Engine, which is subject to continuous expansion and enhancement. Our analysts and portfolio managers commit to undertake regular
training to ensure that they are able to use the data for all sustainability criteria generated by our ESG
Engine to best effect.
Although information on ESG criteria for each issuer is available via our portfolio management system, we
explicitly identify as sustainable or ESG-compliant only those products whose investment policy stipulates
in a legally binding manner that certain sustainability considerations and minimum standards are applied.
Whereas some asset managers might use the term “ESG integration” rather loosely, we adopt a comparatively
conservative stance. We believe that this stricter definition is much more appropriate to the whole issue of
responsible investing and product transparency.
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CHAPTER 9

A look behind the scenes is necessary
It is important to be clear about how far you want to go with
your own sustainable investing – from traditional to philanthropic (see spectrum below) – and which ESG criteria you
wish to apply.
It is worth looking at corporate guidelines, sustainability
reports and, in the case of sustainable financial products,
fund prospectuses. These should be assessed together with
the financial opportunities and risks in order to identify the

most appropriate solutions for you and to develop a better
picture of the intrinsic value of a would-be investment.
Sustainable investing is becoming increasingly popular, but
major frameworks such as the EU Sustainable Finance Action
Plan are only just beginning to emerge. It is therefore still
difficult for investors to orient themselves – especially on a
global level – and identify “genuine” sustainable investments.
It will probably be another one or two years before this
changes significantly.

How you can prepare for change

THE ESG INVESTMENT SPECTRUM
The DWS interpretation

Limited or no focus on ESG factors
of the underlying investments.

Sustainability is not stated in either the investment
policy or the fund prospectus, and there are no
sustainability standards in the form of investment
limits. Presumably, there is no internal review of
sustainability profiles.

2. Responsible

Focus on ESG risks, ranging from negative
screening of harmful products to a wide
consideration and integration of ESG
factors in investment decisions.

Sustainability is not stated in either the investment
policy or the fund prospectus, and there are no
sustainability standards in the form of investment
limits. ESG data is available and used in individual
cases for sector-based or norm-based exclusions
(weapons, child labour, etc). However, these can be
one-dimensional (e.g. exclusion from weapons but
no exclusion from tobacco or alcohol).

3. Sustainable

Focus on positive environmental and
social outcomes through investment
selection, portfolio management and
investment commitment engagement.

1. Traditional

4. Green bonds /
SDGs

5. Thematic

6. Impact

7. Philanthropic

In recent years, the investment spectrum
has expanded to include green bonds and
SDGs. Green bonds only apply to bonds/
fixed income, in which SDGs can be invested across all asset classes.

Focus on one or a cluster of issue areas
where social or environmental need
creates a commercial growth opportunity
for market-rate or market-beating returns.

Focus on one or a cluster of issue areas
where social or environmental need
requires some financial trade-off.

Focus on one or a cluster of issue areas
where social or environmental need
requires 100% financial trade-off.

The fund’s investment policy states that the
product itself is based on defined minimum sustainability standards. These minimum standards
are mandatory as an investment guideline for the
portfolio manager.
The produc’s investment policy states that the portfolio manager uses a framework - for example,
the Green Bond Standards or the SDGs - to select
investments. It is important to ensure that the company in which the investment is made also complies
with the relevant standards- for example, a company
could work towards three SDGs but counteract two, or
an arms-producing company could issue a green bond.
Thematic products are not necessarily sustainable
or responsible products. They should be viewed as
such only if paired with minimum sustainability
standards and only if the fund prospectus notes
that these standards exist.

The product must include an obligation for the
portfolio manager to measure and report (attributable) performance/progress on the environmental
and social aspects of the underlying investment.
The special alignment of impact products can
make it difficult to offer these as actively managed
mutual funds.

Investment advisers

Asset managers

Institutional investors

Private investors

The following questions should be asked to determine whether an asset manager acts sustainably:
__ Is the company a PRI signatory?
__ Does the company follow globally oriented standards and guidelines such as the UN Global Compact or Ceres?
__ Are there proprietary guidelines regarding human rights, labour rights, corruption, etc?
__ What processes are there to further develop ESG integration?
__ What data is taken into account when designing investment products?
__ Does the company rely on a single data supplier or several, and what role do its portfolio managers and analysts play?
__ Is there a policy for how ESG data should be used in portfolio management?
__ Are portfolio managers and investment specialists trained and audited with regard to ESG?
__ Does the company enter into regular and constructive engagement with investee companies and are shareholder rights
actively exercised at annual general meetings?
__ Is the company expanding its range of products that use ESG criteria?

The following questions should be asked to determine whether a product is genuinely committed to sustainability:
__ Which of the seven investment strategies that have been defined by the Global Sustainable Investment Alliance does the
product pursue?
__ Is there any integration of companies that are inherently harmful to the environment, socially deleterious or unsustainable
(e.g. coal, weapons or tobacco)?
__ If so, are these companies in a transformation phase and making credible efforts to restructure their products or to optimise
their supply chains (e.g. emerging market companies changing working conditions, business practices etc)?
__ Do issuers belong to an interest group that may have a negative influence on upcoming or current environmental laws and
regulations?
__ Does the product highlight certain sustainability efforts in order to possibly divert attention from other issues?
__ Does it highlight sustainability efforts that are already required or prescribed by current legislation?
__ Are the sustainability claims vague or meaningless?
__ Are the sustainability claims substantiated?
__ If external evaluations or certifications are being used for the product, do these apply traceable and relevant criteria?
__ If yes, which comparison group is being used for the rating of the product?
__ Do these sustainability criteria reflect your own defined standards?

Financial return plays only a secondary role, with
positive environmental or social development
paramount. However, the portfolio manager must
still measure and report on this development.

Source: Adapted from Bridges Ventures (July 2012).
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CHECKLIST

The path to your individual ESG strategy
If you want to invest sustainably then you should embrace the idea fully and define
your goals, preferences and what you want your investments to achieve. The diagram
below organises the most important questions that you should ask into four building
blocks that provide a framework for your own ESG strategy. Of course, an institutional
investor has more complex goals and regulatory requirements than a private investor.
Nevertheless, the fundamental questions are similar.

2

1

Regulatory environment

__ What is currently happening in
regulatory terms?
__ Which sustainability regulations
concern me personally or affect
my organisation?
__ Over what period of time and
by when do I have to adopt
these processes?
__ How will I be affected by
minimum requirements on
sustainability reporting?
__ Am I obliged to report?

Data

__ How do I measure sustainability?
__ What does it mean to me?
__ What ESG data is relevant for my preferences?
__ Do I buy data externally? If so, from which provider
and with which focus?
__ Do I have the capacity to carry out my own
ESG research?
__ What data coverage do I need?
__ Do I already include ESG criteria directly in
my asset allocations?
__ Do I know the status quo of my investments
in terms of their ESG evaluation?

3

Return and risk

__ Which global ESG trends with financial implications do I see for my investment strategy?
__ Are there any sectors/topics that are of particular interest to me from a sustainability perspective?
__ Does ESG mean risk or opportunity for me?
__ Do I want to exclude certain companies because of their bad ESG exposure? In other words,
is ESG primarily a question of risk managment for me?
__ Do I want to take a best-in-class-approach – that is, to select the companies with the best
ESG performance in each category?
__ Do I believe in a "premium for good ESG" or a "penalty for bad ESG"?
__ What significance does climate change, the world’s largest ESG risk, have for my return expectations?
__ How does the inclusion of ESG criteria change the risk-return ratio of my investment?

4

Impact and reporting

__ Do I want to achieve measurable ESG impact?
__ In which ESG areas do I want to achieve impact and how do I measure it?
__ Do I know my carbon footprint – which is my business activities’ climate risk –
as well as the related financial performance?
__ Is my company aligned with UN Sustainable Development Goals?
__ What can my company do with regard to the recommandations of
the Task Force on Climate-related Financial Disclosure (TCFD)?
__ How do I report on my sustainability approach to investments?
__ How much does my financial reporting aleady integrate
non-financial information?
__ Can I measure the ESG quality of my investments myself?
__ How often do I need ESG reporting?
__ Do I have to comply as German company with §289c HGB in regards
to non-financial reporting?
__ What quantitative goals does my company set itself with regard
to materiality in non-financial reporting?

Organisation, governance and responsibilities
__ Who oversees ESG in my company – internally and externally?
__ Who on the board is responsible for ESG?
__ Is there a sustainability committee with external consultants?
__ Is there a contact person for sustainability in all relevant functions in my company?
__ How much does my company invest in sustainability in the medium and long term?
__ Which rules and policies do I need to set for my individual ESG strategy?
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DWS: a timeline of sustainability

Glossary

1994

2015

_ First active participation in an investee company’s
annual general meeting

_ Based on more than 2,000 empirical studies,
DWS milestone research shows link between
ESG and corporate financial performance
_ Participation in China’s Green Finance Committee
_ Membership of IIGCC and UKSIF
_ DWS leads Deutsche Bank’s accreditation with
Green Climate Fund (GCF)
_ ESG Thematic Research Team founded
_ Four of the biggest DWS real estate funds
receive a "Green Star" – the highest rating of the
Global Real Estate Sustainability Benchmark

Big data

MSCI ESG Research

Digital technologies that are responsible for a new era of commu
nication and unprecedented levels of data collection, processing
and use, bringing significant societal change.

MSCI is a financial services company that also produces academic
analyses and studies on sustainability topics. These are referred to
as MSCI ESG Research outputs.

Bottom-up-analysis

PRI (Principles for Responsible Investment)

An analytic approach that begins with an examination of
a company’s fundamentals.

A United Nations working group that aims to promote sustainable
investing. Asset managers and pension funds, among others, can
join to foster the area.

1997
_ First major financial institution to launch
a microfinance fund

2006
_ DWS focuses for the first time on climatechange-related investment themes

2007
_ ESG integration into investment processes begins

2016

_ Signatory of PRI and Climate Disclosure Project
_ Formalisation of DWS ESG Policy

_ Publication of first Thematic Research report
_ Five of the biggest DWS real estate funds receive
a Green Star rating
_ €9.25 billion in certified green buildings under
management

2009

2017

2008

_ Installation of Carbon Counter in Times Square,
New York
_ Signatory of letter to governments on climate change

2010
_ Integration of ESG aspects into various
internal guidelines

2011
_ Introduction of ESG directive for portfolio managers
_ Voting policies and results published online

2012
_ Publication of ESG research based on over
100 scientific studies

2013
_ Introduction of international guidelines for
proxy voting

2014
_ Signatory of Carbon Pricing Leadership Statement
_ Introduction of improved ESG research methodology
_ DWS ESG Engine starts

_Petra Pflaum appointed CIO for Responsible Investments and Roelfien Kuijpers appointed Head of
Responsible Investments
_ Introduction of EFFAS ESG Analyst Certification
Programme for portfolio managers
_ Highest number of votes for climate-related
US shareholder resolutions in five years
_Responsible Investment Leadership team established
_ €20 billion in assets worldwide managed according
to ESG criteria

ESG
Environmental, social and governance – a collective term referring
to all aspects considered conducive to sustainability.

ESG performance
The performance of a company or a product in relation to
environmental, social and governance criteria.

Green bonds
A term used for a bond that finances a sustainability project – for
example, a green bond issued for a wind-farm construction project.

Greenwashing

RepRisk
ESG data provider for financial services enterprises, covering both
private companies and emerging and border markets. Various risk
management and compliance tools help to identify potential risks
to corporate governance that can lead to reputational, compliance
and financial risks.

UN Sustainable Development Goals (SDGs)
Seventeen goals, defined by the United Nations, that represent a
roadmap for the future well-being of our planet and its inhabitants.

South African King Code and King Report

An attempt by a company to project an environmentally friendly or
responsible image – for example, through PR activities – when there
is no foundation for such a claim.

As guidelines for management structures and operations in
South Africa, the King Code and the King Report define corporate
governance as the exercising of ethical and effective leadership
by management boards.

Millennials

UK Stewardship Code

The proportion of the population born between the early 1980s
and the late 1990s.

Part of UK company law that outlines principles for institutional
asset managers holding shares in UK companies. The main objective
is to encourage them to participate in the management of investee
companies by exercising their voting rights.

2018

MSCI (Morgan Stanley Capital International)

_ DWS Invest SDG Global Equities Fund launched
_ Record-breaking introduction of Xtrackers MSCI
USA ESG Leaders Equity ETF
_ Introduction of SDG ratings into DWS ESG Engine
_ DWS and Apple launch Clean Energy Fund to invest
in climate solutions in China
_ DWS named Responsible Investor of the Year
_ Integration of global ESG trends in DWS CIO
View process
_ DWS’s sustainable investment portfolio accounts
for more than €47 billion of total assets, with a
strong upward trend

A New-York-based financial services provider that designs and
publishes various indices. These include:
MSCI All Country World Index: covers all countries of the world.
MSCI Investable Market Indexes: cover all investable large-cap,
mid-cap and small-cap stocks in developing countries, emerging
markets and border markets, targeting approximately 99% of the
free-float-adjusted market capitalisation of each market.
MSCI World SRI Index: includes large-cap and mid-cap equities from
a capitalisation-weighted index that represents the exposure of
businesses with excellent ESG ratings and excludes those whose
products have a negative environmental or social impact.

United Nations
An intergovernmental organisation whose sustainability-related
initiatives include the Sustainable Development Goals, the Global
Compact and the Principles for Responsible Investment.

2019
_ Publication of first separate non-financial report
by DWS in accordance with HGB
_ DWS once again achieves strong ratings in PRI
assessment
_ Integration of proprietary climate transition risk
rating into DWS ESG Engine
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Important Information - EMEA

Important Information - UK

Important Information - APAC

The following document is intended as marketing communication.

Issued in the UK by DWS Investments UK Limited. DWS Investments UK Limited is authorised and regulated by the Financial
Conduct Authority (Registration number 429806).

DWS is the brand name of DWS Group GmbH & Co. KGaA. The
respective legal entities offering products or services under the
DWS brand are specified in the respective contracts, sales materials and other product information documents. DWS Group GmbH
& Co. KGaA, its affiliated companies and its officers and employees
(collectively "DWS Group") are communicating this document in
good faith and on the following basis.

DWS is the brand name under which DWS Group GmbH & Co.
KGaA and its subsidiaries operate their business activities. Clients
will be provided DWS products or services by one or more legal
entities that will be identified to clients pursuant to the contracts,
agreements, offering materials or other documentation relevant to
such products or services.
The information contained in this document does not constitute
investment advice.
All statements of opinion reflect the current assessment of DWS
International GmbH and are subject to change without notice.
Forecasts are not a reliable indicator of future performance.
Forecasts are based on assumptions, estimates, opinions and
hypothetical performance analysis, therefore actual results may
vary, perhaps materially, from the results contained here.
Past performance, [actual or simulated], is not a reliable indication
of future performance.
The information contained in this document does not constitute a
financial analysis but qualifies as marketing communication. This
marketing communication is neither subject to all legal provisions
ensuring the impartiality of financial analysis nor to any prohibition
on trading prior to the publication of financial analyses.
This document and the information contained herein may only be
distributed and published in jurisdictions in which such distribution
and publication is permissible in accordance with applicable law in
those jurisdictions. Direct or indirect distribution of this document
is prohibited in the USA as well as to or for the account of US
persons and persons residing in the USA.
DWS International GmbH. As of: October 30 2019
© 2019 Morningstar, Inc. All rights reserved. The information
contained herein: (1) is proprietary to Morningstar and/or its
content providers; (2) may not be copied or distributed; and (3)
is not warranted to be accurate, complete, or timely. Neither
Morningstar nor its content providers are responsible for any
damages or losses arising from any use of this information.
Past performance is no guarantee of future results.

DWS is the brand name of DWS Group GmbH & Co. KGaA. The
respective legal entities offering products or services under the
DWS brand are specified in the respective contracts, sales mate
rials and other product information documents. DWS, through
DWS Group GmbH & Co. KGaA, its affiliated companies and its
officers and employees (collectively "DWS") are communicating
this document in good faith and on the following basis.
This document is a financial promotion and is for general infor
mation purposes only and consequently may not be complete
or accurate for your specific purposes. It is not intended to be an
offer or solicitation, advice or recommendation, or the basis for
any contract to purchase or sell any security, or other instrument,
or for DWS to enter into or arrange any type of transaction as a
consequence of any information contained herein. It has been
prepared without consideration of the investment needs, objectives
or financial circumstances of any investor.
This document does not identify all the risks (direct and indirect) or
other considerations which might be material to you when entering
into a transaction. Before making an investment decision, investors
need to consider, with or without the assistance of an investment
adviser, whether the investments and strategies described or
provided by DWS, are suitability and appropriate, in light of their
particular investment needs, objectives and financial circumstances.
We assume no responsibility to advise the recipients of this document with regard to changes in our views.
We have gathered the information contained in this document from
sources we believe to be reliable; but we do not guarantee the
accuracy, completeness or fairness of such information and it
should not be relied on as such. DWS has no obligation to update,
modify or amend this document or to otherwise notify the recipient
in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently
becomes inaccurate.
DWS does not give taxation or legal advice. Prospective investors
should seek advice from their own taxation agents and lawyers
regarding the tax consequences on the purchase, ownership,
disposal, redemption or transfer of the investments and strategies
suggested by DWS. The relevant tax laws or regulations of the tax
authorities may change at any time. DWS is not responsible for and
has no obligation with respect to any tax implications on the
investment suggested.
This document contains forward looking statements. Forward
looking statements include, but are not limited to assumptions,
estimates, projections, opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute the author`s judgment as of the date of this document. Forward looking statements involve significant elements of subjective
judgments and analyses and changes thereto and/ or consideration
of different or additional factors could have a material impact on
the results indicated. Therefore, actual results may vary, perhaps
materially, from the results contained herein. No representation or
warranty is made by DWS as to the reasonableness or completeness of such forward looking statements or to any other financial
information contained in this document.

This document has been prepared without consideration of the
investment needs, objectives or financial circumstances of any
investor. Before making an investment decision, investors need to
consider, with or without the assistance of an investment adviser,
whether the investments and strategies described or provided by
DWS Group, are appropriate, in light of their particular investment
needs, objectives and financial circumstances. Furthermore, this
document is for information/discussion purposes only and does not
constitute an offer, recommendation or solicitation to conclude a
transaction and should not be treated as giving investment advice.
DWS Group does not give tax or legal advice. Investors should seek
advice from their own tax experts and lawyers, in considering
investments and strategies suggested by DWS Group. Investments
with DWS Group are not guaranteed, unless specified.
Investments are subject to various risks, including market fluctuations, regulatory change, possible delays in repayment and loss of
income and principal invested. The value of investments can fall
as well as rise and you might not get back the amount originally
invested at any point in time. Furthermore, substantial fluctuations
of the value of the investment are possible even over short
periods of time. The terms of any investment will be exclusively
subject to the detailed provisions, including risk considerations,
contained in the offering documents. When making an investment
decision, you should rely on the final documentation relating to
the transaction and not the summary contained herein. Past
performance is no guarantee of current or future performance.
Nothing contained herein shall constitute any representation or
warranty as to future performance.

Therefore, actual results may vary, perhaps materially, from the
results contained herein. No representation or warranty is made
by DWS Group as to the reasonableness or completeness of such
forward looking statements or to any other financial information
contained herein.
This document may not be reproduced or circulated without DWS
Group's written authority. The manner of circulation and distribution of this document may be restricted by law or regulation in
certain countries, including the United States.
This document is not directed to, or intended for distribution to or
use by, any person or entity who is a citizen or resident of or located
in any locality, state, country or other jurisdiction, including the
United States, where such distribution, publication, availability or
use would be contrary to law or regulation or which would subject
DWS Group to any registration or licensing requirement within such
jurisdiction not currently met within such jurisdiction. Persons into
whose possession this document may come are required to inform
themselves of, and to observe, such restrictions.
Unless notified to the contrary in a particular case, investment
instruments are not insured by the Federal Deposit Insurance
Corporation ("FDIC") or any other governmental entity, and are not
guaranteed by or obligations of DWS Group.
In Hong Kong, this document is issued by DWS Investments Hong
Kong Limited and the content of this document has not been
reviewed by the Securities and Futures Commission.
© 2019 DWS Investments Hong Kong Limited
In Singapore, this document is issued by DWS Investments
Singapore Limited and the content of this document has not
been reviewed by the Monetary Authority of Singapore.
© 2019 DWS Investments Singapore Limited
Publisher: DWS Investment GmbH, Mainzer Landstraße 11-17,
60329 Frankfurt am Main, Germany

Although the information herein has been obtained from sources
believed to be reliable, DWS Group does not guarantee its accuracy,
completeness or fairness. No liability for any error or omission is
accepted by DWS Group. Opinions and estimates may be changed
without notice and involve a number of assumptions which may
not prove valid. All third party data (such as MSCI, S&P, Dow Jones,
FTSE, Bank of America Merrill Lynch, Factset & Bloomberg) are
copyrighted by and proprietary to the provider. DWS Group or
persons associated with it may (i) maintain a long or short position
in securities referred to herein, or in related futures or options, and (ii)
purchase or sell, make a market in, or engage in any other transaction
involving such securities, and earn brokerage or other compensation.
The document was not produced, reviewed or edited by any
research department within DWS Group and is not investment
research. Therefore, laws and regulations relating to investment
research do not apply to it. Any opinions expressed herein may
differ from the opinions expressed by other DWS Group departments including research departments. This document may contain
forward looking statements. Forward looking statements include,
but are not limited to assumptions, estimates, projections, opinions, models and hypothetical performance analysis. The forward
looking statements expressed constitute the author's judgment as
of the date of this material. Forward looking statements involve
significant elements of subjective judgments and analyses and
changes thereto and/or consideration of different or additional
factors could have a material impact on the results indicated.

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS.
© DWS 2019
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