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Introduction to FTSE Group

• Jointly owned by Financial Times and 
London Stock Exchange

• Independent company 

• Provides tools for investment to public 
pension funds, fund managers and stock 
exchanges through the calculation and 
management over 120,000 indices globally 

• RI Indices include the FTSE4Good Index 
Series, Environmental Markets and 
FTSE/KLD Indices

• Developed the FTSE Environmental 
Markets Classification System 

• $23 bn linked to FTSE’s sustainable and 
environmental indices
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Trends and Drivers of 
Responsible Investment
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Definition of Responsible Investment

Responsible Investment – is the process of 
analysis and integration (alongside traditional 
financial analysis)  of environmental, social and 
corporate governance (ESG / Sustainability ) factors 
in assessing both portfolio risk and performance 
management.   
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The variety of terminologies make for a confusing picture and 
reflect the challenge of ESG narrative in the mainstream 
investment agenda

SRI

-Confined to social, 
ethical and moral

-Outdated / niche

RI

-Accepted term for 
process
-Still viewed as 
subjective

Sustainability

-Corporate term
- Association with 
environment 

ESG

-Modern terminology 
for extra financials
-Governance and 
environmental focus

Source: Circle Research
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RI: perceptions have changed over the past 10 years

Historically Present

SRI

What companies do

Exclusionary

Ethically based

Values

Screening

Integration of ESG 
factors

How sustainable are 
companies behaviors

Inclusionary

All encompassing 

Value

Engagement

Source: Circle Research
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Key future drivers for Responsible Investment come from 
many sources

Global energy 
demand

Demographic 
change

Industrialisation

Income growth

Urbanisation

Climate 
change

Resource

scarcity

Food and 
agriculture 
demand

Power 
generation

Infrastructure 
needs

Water scarcity

Growing public and 
consumer 

consciousness

Growing influence 
of NGOs and 
emergence of 
Sustainability in 
business strategies

Global public 
policy and 
regulatory 
intervention 
and compliance 
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PRI AND CDP are key drivers of the €5 trn* global RI market 

RI assets 
(€ billion)*

CDP 
signatories

PRI signatories 
(Owners/
Managers) Overview

Global
4,963 461 531 Assets growing despite downturn; investor 

commitments (e.g. PRI) continue to drive growth

Europe
2,665 206 241 Fastest growing ESG agenda, fragmented &

many service providers

North 
America

2,251 125 99 Behind EU recent growth driven by environmental 
technology

Asia
Pacific

47 79 125 Highly fragmented, culturally diverse, 
Australia is leading market

Emerging 
Markets

NA 51 66
Environment and governance risk key drivers; difficult to 
assess ESG practice; China and India key but Brazil and 

SA are considered leaders 

*Source : Eurosif 2008 SRI study

** Source CDP estimates
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FTSE and PRI - Collaborative Engagement in HK 
and Singapore

• FTSE is a founding signatory to the Principles of Responsible Investment

• As one of its functions, the PRI secretariat encourages signatories to 
implement collaborative engagement through the ‘UN PRI Engagement 
Clearinghouse’

• FTSE initiated a pilot collaborative engagement project to engage with 
approximately 20 companies in Hong Kong & Singapore to enhance 
disclosure and activity on their corporate responsibility standards

• With 9 co-signatories to back up the initiative, 50% of the companies 
entered a two-way dialogue, and 2 companies were included in the 
FTSE4Good Index Series at the September 2009 review
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Defining and investing into
Environmental Markets
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Growth in Environmental Markets

Climate change is one of the key drivers of interest environmental 
markets, others include;

•Energy security and supply

•Population growth

•Water scarcity 

•Economic development

•Ecosystem degradation, and

•Policy and regulatory initiatives related to CO2 Emissions
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"Unmitigated climate change poses a threat to the 
global economy, but building a low carbon 
economy creates opportunities for investment in 
new technologies that promise to transform our 
society in the same way as the introduction of 
electricity or railways did in the past." 

Lord Nicholas Stern
New York
September 16, 2009
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The FTSE Environmental Markets Classification 
System 

• 6 Sectors: 
1. Renewable & Alternative Energy 

2. Energy Efficiency 

3. Water Infrastructure & Technologies 

4. Pollution Control 

5. Waste Management & Technologies

6. Environmental Support Services

• 25 Sub-Sectors…

For investors defining the opportunity set has been problematic.

“Companies that provide products and services offering solutions 
to environmental problems, or that improve the efficiency of 
natural resource use.”
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FTSE Environmental Markets Indices

• Developed in association with Impax Asset Management

• Overseen by an independent, practitioner advisory committee

• 2 key approaches – sector specialists (pure play Environmental 

Technology) and broader Environmental Opportunities

• Revenues drive the selection process – 50% plus – sector pure play 

specialists;  20% plus - environmental opportunities

• Universe of 1300 companies (developed and emerging country 

representation)

• 18 indices in the series comprising over 500 companies

• $3bn AUM
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FTSE Environmental Market Index Series
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Sector Specialists - FTSE ET 50
Country Representation
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Sector Specialists - FTSE ET 50 Sector Weights 
(%)
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FTSE Environmental Opportunities All Share –
Country Weightings by Market Cap
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• US and Japan 
account for 50%

• France, Germany 
and the UK for the 
next 20%
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FTSE Environmental Opportunities All-Share Index 
Sector Breakdown (%) 
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Environmental Opportunities Case Study  

Source: Philips

Energy Efficient Lighting opportunity driving the direction of the Group

Philips aims for 30% of total revenues to come from Green Products by 2012 – currently 20%
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Asia Pacific Region
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• Region has half the worlds population

• Increasing urbanisation and living standards

• Scarce natural resources e.g. water

• Air and water quality poor in industrialised regions

• Limited infrastructure to manage water and waste

• Governments adopted numerous environmental plans and 
policies e.g. China, South Korea
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China 
• Renewable energy 15% of energy mix by 2020 – energy security the main driver 

• Wind 100 GW in 2020 (already the largest market worldwide)

• Solar 20 GW in 2020.  Feed-in tariff anticipated. Employment a driver

• Reduce energy and water intensity per unit of GDP by 20% in 2010 from a 2005 base line

• Increase the sewage treatment rate from 60% to 70% in 2010

• Economic stimulus package targeted the green economy

Korea
• Renewable energy 11% of energy mix in 2030 from 2% currently

• Early mover in developing smart grid 

• Economic stimulus package: 80% green

• Second green stimulus package (June 2009):  2% of GDP for 5 years. Job creation key 

Japan
• Commitment to reduce green house gas emissions by 15% in 2020 from the 2005 baseline
• 0.1 trillion yen to stimulate the use of solar energy
• 0.4 trillion yen allocated to stimulate purchase of environmentally friendly cars. 
• 0.3 trillion yen allocated to sales of energy efficient home appliances through the ‘eco point’

Developments in Asian environmental policy

Source: Impax Asset Management, Japanese Ministry of Finance Website
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Japan
29%

China
17%

India
6%

Taiwan
12%

Korea
10%

Aust/NZ
8%

Hong Kong
8%

Singapore
3%

Other
6%

Sector focus

Geographic breakdown

Universe:

• 340 stocks*

• US$660 billion
aggregate 
market cap

Size of company

The Asian Environmental Market *

*    By number of stocks with minimum 20% environmental sector exposure

**  Minimum market capitalisation US$50m

Energy 
efficiency

32%

Renewable 
energy

23%

Water
21%

Waste
23%

$50-250m
32%

$250m-$2.5bn
48%

>$2.5bn
19%

Source: Impax Asset Management
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Environmental Opportunities – Asia Pacific 
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Developed Markets – increasing the wedge

FTSE Developed All Cap            = $ 25.6 trn
Carbon Intensive Sectors           = $7.6   trn (30%) 
FTSE EO All Share                    = $1.7    trn (7%) 

(Note that figures are after free float adjustments)
Source: FTSE

Carbon intensive 
sectors

Environmental 
Opportunities

Current value of 
environmental
goods and services 
estimated at $500bn
growing to $2trn 
By 2020
Source: HSBC
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The Environmental Market Opportunity

• Rising populations and living standards are putting unsustainable pressure 
on natural finite resources and weak infrastructure.

• In 2008, the market for environmental products and services was 
estimated at $500bn and is expected to row at an CAGR of 12-15% over 
the next 3 to 5 years. (Source: Impax Asset Management)

• Climate science, policy developments and economic stimulus capital flows 
are creating investment opportunities in low carbon technology and 
service sectors.

• Indices provide tools for investment funds (passive, active, ETF’s) 
and other vehicles to facilitate the flow of capital to these 
sectors.
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“It is not the strongest species that 

survive, nor the most intelligent; 

it is the ones most adaptable to change." 
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Thank you.

Will Oulton
Director, Responsible Investment
FTSE Group 
Tel No: +44 (0)20 7866 1853

Email: will.oulton@ftse.com
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DISCLAIMER

The information and opinions contained in this document which has been prepared 
by FTSE is not intended to provide any advice and should not be relied on or treated 
as a substitute for specific advice. All information is provided for information 
purposes only. This document does not constitute an offer or form part of an 
invitation to buy or sell or a solicitation in relation to any financial product or 
strategy. No reliance may be placed for any purposes whatsoever in the information 
contained in this document or its completeness. No representation or warranty is 
given by FTSE or its partners, any of its directors, officers or employees as to the 
accuracy or completeness of the information or opinions contained in this document 
and no liability is accepted for any such information or opinions. Whilst every effort 
is made to ensure that all information given by FTSE in this publication is accurate, 
no responsibility or liability can be accepted by FTSE and/or its relevant partners for 
any errors or for any loss arising from use of this publication. This document and its 
contents may not be reproduced, redistributed, stored in retrieval system, or passed 
on, directly or indirectly, to any other person or published, or transmitted by any 
other form or means whether electronic, mechanical, photocopying, recording or 
otherwise in whole or in part, for any purpose without the prior written consent of 
FTSE.
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