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Transparency and quality of sustainable
investments — the FNG Label
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FNG — Forum Nachhaltige Geldanlagen e.V.

* Industry association promoting sustainable investments in Germany, Austria,
Switzerland and Liechtenstein.

* Founded in 2001; based in Berlin.

* More than 175 members, among them banks, asset managers, financial
advisors, rating agencies, insurance companies, research institutions and NGOs.

 Member of Eurosif — the European umbrella organization for sustainable
investment.
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FNG's aims

1. Toincrease awareness of sustainable investment in the financial sector and
amongst the general public.

2. To highlight the positive impact of sustainable investment on the direction
of social and environmental change.

3. To encourage networking between the relevant player

4. To help shape the necessary political, legal and economic framework.

5. To take an active part in promoting the development,
transparency and quality of sustainable financial products.
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Transparency and quality standards

e European Transparency Code (since 2008)

* FNG Sustainability Profiles (since 2012) = \=
!:—:—?"{i :_Q‘\
Das FNG- = \ \
NACHHALTIGKEITSPROFIL f/‘““:j, %: /

* FNG Label in cooperation with the project
partner and auditor Novethic (since 2015)

auditiert durch Novethic



audited by Novethic audited by Novethic audited by Novethic audited by Novethic
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Why a label?

* Rapidly growing market (mostly double-digit growth rates) with an increasing
number of sustainable financial products.

e -> Lack of transparency and a great degree of complexity. How to detect “black
sheep”?

* Furthermore:
 What actually defines a sustainable fund?

* Labelsin other European countries helped to strengthen SRI processes
and to establish quality standards in the market.
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Labels did exist — but not for the German speaking
market

75 Funds (focus on Austria)

6 MICROFINANCE 29 Funds 6 ENVIRONMENT 11 Funds 6 ESG=""" 12 Funds

LUXFLAG LUXFLAG LUXFLAG

(Plus a new Luxflag climate finance label)

JECOreporter - 8 Label for institutions, services and financial products

geprift bon
2013

New state-owned labels in France

éﬁawmr"b I TaANSaN EXERMETIONE EETC - Label TranS|t|0n
§ 2 ISR_— Label Investissement ERSE"  Energéthique et Ecologique pour
% 4 Socialement Responsable  EEEEDESE- |\ Climat

“on

SaBLE


http://www.novethic.com/socially-reponsible-investment/environmental-funds/eetc-label.html
http://www.tresor.economie.gouv.fr/12541_cahier-des-charges-du-label-isr-soutenu-par-les-pouvoirs-publics-
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The objectives of the label

1. Establishing a standard for sustainable investment that reflects what the
majority in the four FNG countries defines as sustainability.

2. Preserve and support the diversity of the market as the investor
preferences are divers too.

3. Work as an incentive for improving the quality of sustainable investment
products.

4. Usage of, as far as possible, already existing standards and norms

5. Reduce information costs for (retail) investors.

Intense three-year stakeholder
development process.



Structure of the FNG Label methodology

SRI Product Standard: How good are
transparency standards? Quality of

Sustainable Impact SRI Product: SRI Research?

How does the SRI fund promote

sustainable development? S —
Institutional Credibility: How good

(Selection and dialogue strategies) are the sustainability standards of
the product provider?

Entry threshold: Criteria of the UN Global Compact, weapons and nuclear
power

Basic requirements: European Transparency Code and

FNG Sustainability Profile
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The governance structure

novethic
Gesellschaft fur Qualitdtssicherung
Nachhaltiger Geldanlagen mbH

CFNG

Auditing

Audit Partner and committee ensure the independence of the label awarding process.
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One year FNG Label

1. 35 Funds have the Label 2016 ( 3 have O stars, 15 have 1 stars, 14 have 2
stars, 3 have 3 stars). -> quite challenging methodology

2. The current auditing process suggests that the methodology does work as
an incentive to improve the sustainability of the fund.

3. Financial advisors who specialize in sustainability do use the label.

The FNG Label itself was rated by a consumer web portal as ,very
recommendable”

Much work left to do as we have around 400 funds marketed as sustainable in
our countries and quite low share of sustainable investments compared to the
whole market (e.g. 3% percent in Germany).
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Contact

Gesa Vogele

PR Officer/Project Manger
Phone: +49 30264 70544
E-mail: voegele@forum-ng.org



mailto:voegele@forum-ng.org
mailto:voegele@forum-ng.org
mailto:voegele@forum-ng.org

Labels, certifications, guidelines etc. for financial products or services

Investment
consulting

Nachhaltige MehrWert
Anlageberatung GmbH

pECOTeporter

. . Private Equity
Export credits Project funding (loans)

@

OECD

Recommendations
(Common Approaches)

Label
TRANSITION ENERGETIOUE
EcoLosial

POLR LE CLIMAT

EQUATOR
PRINCIPLES

im0
e e (wesnsentst 41

Energy and Ecology Transition
for the Climate (EETC) Siegel

Imternational
Finance Corporation

¢ IFCEnvironmental Health and Safety Guidelines
* IFCEnvironmental and Social Performance Standards

geprift
2013 -

ECOreporter
Siegel Banken

Green/Social Bonds

Real Estate ( o Wit Cimate  Social Bond

Principles Cor inct
Zertifikat |
Ost suacn Certified P"nCIpIeS
'sterre
| e oS
property° .
: e GLowP™
\ihiiﬂnge Fmanzpmcfukte :

i . BVI- Leitlinien nachhaltige DG NB
BNB-Nachhaltigkeits- LEED - Zertifizierung Immobilien-
bewertung Portfoliomanagement

Naturland
PE FC F SC Naturland Richtlinien zur

Okologischen Waldnutzung

Impact Investment

RATINGS
& ANALYTICS

for Impact investing

Social Return GIIRS
on Investment

Microfinance

MICROEINANCE Investment funds

Suatamabmty
v b 6 ENVIRONMENT

L?Sterrelchm(has
TRANSITION ENERBETIOUE LUXFLAG Weltzeichen
ey yourSRI Dlamond Nachiyop
3 3 3 TR Standard s MG
Financial products in general
Elwuv\mmh’
Energy and Ecology ‘ E ESG o (ST,
ae g ﬂc
Transition for the gl & :
A Climate (EETC) Siegel \ i 4 3, i
s, W

Climate

——

deforestationfreefunds.org

Finance ' Eransfparent pervET——
EFOreporter cernpeosyriaa - Climate neutral investment EXCELLENCE R
S!egel (South Pole) + Climate Impact Eurosif
nanzprodukte reduction +Climate transparen !

e | Y = : FNG Sustainability Profile
investment )


http://www.ecoreporter.de/tests-ratgeber/nachhaltigkeitssiegel.html
http://www.icmagroup.org/Regulatory-Policy-and-Market-Practice/green-bonds/
http://www.climatebonds.net/standards
https://www.greenproperty.ch/login/
https://iris.thegiin.org/
http://b-analytics.net/giirs-ratings
http://socialvalueuk.org/what-is-sroi/the-sroi-guide
http://www.equator-principles.com/
http://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/ifc+sustainability/our+approach/risk+management/performance+standards/environmental+and+social+performance+standards+and+guidance+notes
http://www.novethic.com/socially-reponsible-investment/environmental-funds/eetc-label.html
http://www.luxflag.org/labels/microfinance-label/
http://www.ethibel.be/subs_e/2_label/main.html
http://www.fng-siegel.org/
http://www.luxflag.org/labels/environment-label/
http://www.luxflag.org/labels/esg-label/
http://www.tresor.economie.gouv.fr/12541_cahier-des-charges-du-label-isr-soutenu-par-les-pouvoirs-publics-
http://www.novethic.com/socially-reponsible-investment/environmental-funds/eetc-label.html
http://www.forum-ng.org/de/transparenz/transparenzlogo.html
https://yoursri.com/services/sustainability-fundreports
http://www.forum-ng.org/de/fng-nachhaltigkeitsprofil/projekt.html
http://www.ecoreporter.de/tests-ratgeber/nachhaltigkeitssiegel/ecoreporter-siegel-nachhaltiges-finanzprodukt.html
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Evaluation of the FNG-Siegel

,Very recommendable”

FNG-Siegel

Vergeben in: Deutschland, Schweiz, Osterreich
Lichtenstein

Vergeben von: Forum MNachhaltige Geldanlagen
Kategorie: Dienstleistung
Produkte: Investmentfonds

Anzahl der belabelten 35
Produkte:

B Auf Merkiis

Besonders empfehlenswert @

v Anspruch I N
v Unabhdngigkeit I N
v Kontrolle I I N
v Transparenz I I

Mit 51 kennzeirhnen wir Narhhaltinkeitelahel Niese heriicksichtinen Aknlnnische nnn enziale Asnekte nind die

auditiert durch Novethic

15
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Definition of Sustainable Investment

Definition: Sustainable investments supplement the traditional
criteria of profitability, liquidity and security with environmental,
social and ethical evaluation criteria.

Sustainable investment is the umbrella term for sustainable,
responsible, ethical, social and environmental investment and all
other investment processes that take the influence of ESG
(environmental, social and governance) criteria into account in
their financial analyses. It also presupposes the existence of an
explicit written investment policy on the use of ESG criteria.

16
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Number of funds licensend for distribution in
German speaking countries with ...

* Transparency Logo: 180
* FNG Sustainability Profile: 206
* FNG-Siegel: 35.

e Sum of funds marketed as sustainable and licensed for
distribution in German speaking countries: 410 (according to
www.sustainable-investment.org)



http://www.sustainable-investment.org/
http://www.sustainable-investment.org/
http://www.sustainable-investment.org/
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Minimum criteria — Exclusions

* Companies:
* Producer of controversial weapons (0% of turnover admitted)
* Producer of conventional weapons/armament (5%)
* Operator of nuclear power plants/producer of essential components power plants (5%)

* Violation of the UN Global Compact Key principles (Human rights, Labour, Environment,
Anti-Corruption)

* Countries:
e Countries classified “not free” according to Freedom House
* Non-ratification of the UN Convention on Biological Diversity
* Bottom 40% in Corruption Perception index according to Transparency International
* Non-signing of Nuclear Non-Proliferation Treaty



)I NG -
( FORUM NACHHALTIGE GELDAN LA G E N |15 S

Grading Model

* Institutional Credibility: Focus on the sustainability activities on fund company
level

* CSR activities: sustainability committee, CSR policy and report, CSR improvement targets,
climate change strategy

* SRl activities: Rl policy and report, exclusion policy regarding controversial weapons,

(Increase in) percentage of SRI managed Assets under Management, membership in Rl
related initiatives

* Product standards: Focus on the ESG research process, its quality and
reporting
* SRl research process: internal and external research resources, advisory board
* Quality of ESG analysis: structure of ESG analysis and update rhythm

* SRl reporting: availability and scope, integration in financial reporting
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Grading Model — Impact

* Selection: Focus on the quality and impact of the selection process
e Additional exclusion criteria
* Positive Criteria (e. g. best in class approach, thematic approach)

* Dialogue: Focus on the transparency, quality and impact of the dialogue
processes
* Voting: (policy, report, shareholder proposals, coverage; only applicable to equity funds)
* Dialogue and formal engagement (e. g. scope and transparency, strategy, report,
collaborative engagement, impact of engagement)
* ESG Key performance indicators: Focus on the transparency and ESG impact of
the portfolio (e.g. for CO2 emissions)



Committee

Prof. Dr. Stefanie = Mag.a Susanne Dr. Annabel Dr. Christoph

Auge-Dickhut Hasenhuttl Oelmann Weber-Berg
SIF — Swiss OeGUT — Austrian  Consumer Advice Reformed Church
Institute for Society for Centre Bremen of Aargau
Financial Education  Environment and
at the Kalaidos Technology

Univ. of Applied
Science

21
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. Gesellschaft fir Qualitatssicherung
Nachhaltiger Geldanlagen mbH

. Gesellschaft zur Qualitatssicherung Nachhaltiger Geldanlagen mbH (GNG)

. Is a wholly owned subsidiary of FNG e.V.

. GNG mbH promotes the label, coordinates the further development of the
methodology and the marketing activites.



Labels, certifications, guidelines, standards etc. for financial institutions

Investors, Asset Managers
etc.

Asset Managers

Rachhaltige
Bank

global alliance

the EEQrepOTer for banhmg
Wolfsbzrg 'E;g;va" : e bo/n )\rlclxlues ‘S )
roup Ecoreporter e Global Alliance Scorecar -

Nachhaltige Bank

Soft Commodities
m Compact
Fair Finance Guide
International

e BVI-Leitlinien zum verantwortlichen Investieren
*  BVIWohlverhaltensregeln

AMWG'’s Freshfields Report 2005

lb"{l ‘ 'ALI * Fiduciary Repsonsibility 2009

Fiduciary Duty in the 21st century 2015

U N E P UNEP FI Guide to Banking and Sustainability

FIMAMCE UNEP Statement of Commitment by Financial
IMITIATIWE Institutions (FI) on Sustainable Development

Pension 7funds

Sustainability Rating Agencies

Frankfurt-Hohenheimer Leitfaden®

Natural v
Capital
Declaration VfU Kennzahlen

VfU Biodiversitatsprinzipien

MAINSTREAMING CLIMATE ACTION WITHIN

W@\_‘,\\\anﬂrr &

& *

3 ” ) G | S Global Initiative

%, & for Sustainability Ratings =
Nachhaltigkeitszertifizierung der

Ris\>

betrieblichen Vorsorgekassen &
Pensionskassen

Insurance Companies Foundations

© @ ©
. FINANCIAL INSTITUTIONS
ClimateWise Igﬁ;ciples GDV “““““ &S)\)) i
e 'S\ltrift;ngsinfo Five Voluntary Principles
Nachhaltige

THE LONDONM PRIMNCIPLES
K financial services in sustainable development

Swiss Foundation Investieren
The role of U

Churches o

Aol it . " ) . ) Principles for

q D T Leitfaden fir ethisch nachhaltige Geldanlage in der Responsible
lll Investment

evangelischen Kirche

Ethisch-nachhaltig investieren. Eine Orientierungshilfe

DEUTSCHE fur Finanzverantwortliche katholischer Einrichtungen
BISCHOFSKONFERENZ in Deutschland

-£PRIMontrealPLEDGE



http://www.unepfi.org/fileadmin/documents/fiduciary_duty_21st_century.pdf
http://www.aristastandard.org/content/home.html
http://www.fairfinanceguide.de/
http://montrealpledge.org/
http://www.climatewise.org.uk/
http://www.unepfi.org/psi/
http://vfu.de/projekte/aktuelle-projekte/vfu-kennzahlen-update/erlauterungen-zum-vfu-kennzahlen-update-2015.pdf/view
http://www.eib.org/projects/priorities/climate-action/road-to-paris/fi-climate-mainstreaming.htm
http://www.unpri.org/about-pri/the-six-principles/
https://www.ekd.de/download/ekd_texte_113_2013.pdf
http://www.dbk.de/fileadmin/redaktion/diverse_downloads/presse_2015/2015-07-03_dbk_zdk_broschuere_nachhaltig_investieren.pdf
https://www.forumforthefuture.org/sites/default/files/project/downloads/londonprinciplesexecutivesummary.pdf
http://www.oegut.at/de/projekte/investment/nachhaltigkeitspruefung-mvk.php
http://www.gabv.org/
http://www.gdv.de/

Labels, certifications, guidelines, standards etc. for companies

. Global
Reporting
Initiative™

G3.1 Sustainability
Reporting
Guidelines

GEMEINWOHL T/\
OKONOMIE & sseaiemes

DEUTSCHE BORSE
"/‘/ [

Guide zur
Nachhaltigkeitskommunikation
am Kapitalmarkt

N

Sustainability: Reporting, Indicators and Principles

Deutscher
NACHHALTIGKEITS
Kodex

IS

i

AccountAbility Principles
Standard for Sustainable
Development (AA1000APS)

Non-binding Guidelines on
Methodology for Reporting Non-
financial Information

SASB Sustainability
Accounting Standards

@) OECD

OECD Guidelines for Multinational Enterprises

sD-M®

E DEVELOPMENT

Sustainable Development Key
Performance Indicators (SD KPIs)

Climate

Disclosure

Standards

Board
INTEGRATED ACCREDITED CDSB ZIA
REPORTING PROFESSIONAL N Lo GNAL

framework Nachhaltigkeitsleitfaden/ )
Kodex ICC Business Charta for Sustainable Development

% EFFAS

Leistungsindikatoren

1001 Methode

Input - Output - Outcome - Impact

/]\ A

o®AL Cg
& %, 3
€ : % Sustainable Value

Sustainability
Balanced
Scorecard

EMAS

GEPRUFTES
UMWELTMANAGEMENT

Business Lendarsbip eriterin

CARBON
PRICING

usiness

Leadership Criteria Natural
on Carbon Pricing Capital
Okobilanz:DIN -
. Declaration
"CDP  nNorm33926

Financial sector leadership on natural capital

ORIVING SUSTAIABLE ECONOMIES

Environment
Ceres

Ceres-Prinzipien

GREENHOUSE
GAS PROTOCOL

LEED - Zertifizierung

* /SO 14001
(Umweltmanagement)

* /SO 19011 (Auditierung von
(Umwelt-Managementsystem,

* ISO 14064

v i

Social
UNITED NATIONS GLOBAL
“ HUMAN RIGHTS SULLIVAN
OFFCEOF T HIGH CoMUSSINER PRINCIPLES
Ruggie Guidelines
GIIRS |Tes
& ANALYTICS

255 /SO 26000

Iso (Social responsibility)

ACCOUNTABILIT
INTERNATIONAL

Sozialstandard SA 8000

REPORTING | FRAMEWORK

UNGP Reporting Framework + Database

> KB

Kernarbeitsnormen 2 -tO" -
* AA1000SES

IQNet SR 10

Stakeholder

Engagement -

Standard . S -
. AAL000AS: ~ Human nghtb Principles

Assurance for Companies

Standard Amnesty International

&/ .
Do Sustainable Value Ansatz/Rechner
N\ N
y y
Governance

International i
Finance Corporation
WORLD BANK GROUP

CIFC

DFI Toolkit on Corporate Governance

&) OECD

OECD/G20-Grundsdtze der
Corporate Governance

Deutscher
Corporate Governance
Kodex



http://www.globalcompact.de/
https://www.globalreporting.org/Pages/default.aspx
http://www.14001news.de/
http://www.oecd.org/corporate/mne/
https://www.cdp.net/en-US/Pages/HomePage.aspx
http://www.dvfa.de/verband/publikationen/kpis-for-esg/
http://www.emas.de/home/
http://www.deutscher-nachhaltigkeitskodex.de/de/startseite.html
http://berlin.gwoe.net/
http://www.iccwbo.org/Advocacy-Codes-and-Rules/Areas-of-work/Environment-and-Energy/ICC-Business-Charter-for-Sustainable-Development/
http://www.ceres.org/
http://www.sa-intl.org/index.cfm?fuseaction=Page.ViewPage&PageID=937
http://www.ghgprotocol.org/calculation-tools/faq
https://deutsche-boerse.com/dbg/dispatch/de/binary/gdb_content_pool/imported_files/public_files/10_downloads/33_going_being_public/10_products/Communicating_sustainibility.pdf
http://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
http://www.ilo.org/berlin/arbeits-und-standards/kernarbeitsnormen/lang--de/index.htm
http://www.sasb.org/standards/download/financials/
http://www.accountability.org/standards/index.html
http://www.jsereporting.co.za/ar2013/download_pdf/jse_king3.pdf
https://ec.europa.eu/eusurvey/runner/non-financial-reporting-guidelines-2016;JSESSIONIDEUSURVEY=5385FA7EFC6CBCD953E6143BF72BA858
http://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/corporate+governance/cg+development+framework/dfi+toolkit+on+corporate+governance
http://www.beuth.de/de/norm/din-33926/4527260
http://www.accountability.org/standards/index.html
http://www.oecd.org/corporate/mne/
http://b-analytics.net/giirs-ratings
http://www.iso.org/iso/home/standards/iso26000.htm

