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Thematic paper 
Climate



INTERNATIONAL CONVENTIONS, ACTS
AND INITIATIVES THAT KEMPEN USES AS
A FRAMEWORK TO ENGAGE COMPANIES
ON CLIMATE CHANGE
• Paris Agreement (COP21), 2015
• Rio Declaration on Environment and Development (United Nations Framework
• Convention on Climate Change (UNFCCC)), 1992
• Kyoto Protocol, 1997
• US Clean Air Act, 1963/2009 (extension)
• American Recovery and Reinvestment Act, 2009
• Caring for Climate (UN Global Compact together with UNEP and the secretariat of the UNFCCC)
• US Clean Power Plan (EPA)
• Carbon Tracker
• Institutional Investors Group on Climate Change (IIGCC)
• Principles for Responsible Investment (PRI) Working Group on Climate Change Lobbying
• Climate Change Working Group (UNEP Finance Initiative)
• US-China Climate Change Working Group (2013)
• Task Force on Climate-related Financial Disclosures

Climate

In 2015, leaders from around the world made a 
monumental commitment to take action to limit 
global warming to no more than 2°C above pre-
industrial levels. The pact, known as the Paris 
Agreement, aims to keep us in line with avoiding 
the most catastrophic impacts of climate change 
on humans and the environment. 

Perhaps most remarkably, the announcement 
by the US administration in June that it plans 
to pull out of the Paris Agreement seems to 
have only catalysed its implementation. Over 
25,000 US state governors, city mayors and 
other leaders have signed the ‘We are still in’ 
declaration in the US, and more than 260 major 
global corporations – including US giants Dell, 
Kellogg Company, PepsiCo and Walmart – have 
joined the Science Based Targets initiative, 
committing to cut their emissions in line with 
the latest climate science to avoid dangerous 
global warming. In the markets, demand for 
low-carbon products continue to grow, with 
green bond issuance is predicted to breach $250 
billion in 2018, according to Moody’s. 

As discussed earlier in this report, the 
recommendations of the Task Force on Climate-
related Financial Disclosures (TCFD), published 
last year, also have the potential to mainstream 
climate risk reporting across global markets.



WHAT HAS KEMPEN DONE
ON THIS SUBJECT THIS YEAR? 

As investors, we have a role to play in both 
facilitating the transition to a low-carbon 
economy and managing the risks that our 
holdings in the portfolios may face from climate 
change. 

Since 2016, Kempen has adopted and 
implemented a climate policy focusing on 
measuring, monitoring, engaging, and reporting 
on our climate-related activities to clients. We 
have been measuring the carbon footprint of 
internally managed funds for several years, 
and this year for the first time we measured 
and reported on the overall carbon footprint of 
Kempen’s assets under management. For more 
details, see the Carbon footprint section of this 
report. 

Once we started measuring our carbon 
footprint, we began engaging with the low-
performing companies in our portfolios. 
As the physical and transitional impacts of 
climate change continue to intensify over the 
coming years, many sectors will be affected 
by growing climate regulations, technology 
disruption and pressure to manage impacts on 
the climate. 
We focused our engagement on those sectors 
with some of the highest carbon intensity in 
their value chains, including the utility and 
steel sectors, as described below. 

TASK FORCE ON CLIMATE-RELATED 
FINANCIAL DISCLOSURES
The transition to a lower-carbon economy will trigger important changes across economic sectors and 
industries, with signif icant implications for the global f inancial system. That is why the G20 f inance 
ministers and central bank governors asked the Financial Stabil ity Board (FSB) to review how the f inancial 
sector should take climate change risks and opportunities into account and report on them. With this aim in 
mind, the FSB established the Task Force on Climate-related Financial Disclosures (TCFD), which aims to:

 
1 Develop climate-related disclosures that can promote more informed investment, lending and insurance 
underwriting decisions; and

 2 Enable stakeholders to better understand the concentrations of carbon-related assets in the f inancial 
sector.

 
In June 2017, the f inal recommendations of the TCFD were published and advised all organisations with 
public debt or equity investments to implement these. In the second half of 2017, Kempen analysed 
these recommendations and found that we already meet most of them. TCFD recommendations not yet 
implemented are now being taken up. 

 × By the end of 2017, we had integrated climate risks into our overall risk management processes for all on-balance 
sheet activities and found such climate risks to be low. Our balance sheet does not include material climate-sensitive 
assets. 

 × In the case of our asset management activities, we have a climate engagement approach in place, focusing on 
lagging companies in carbon-intensive sectors such as energy, utilities and mining. In 2017, we complemented this 
approach with our first carbon footprint calculation for our assets under management portfolio, i.e. including 
companies outside the intensive sectors identified. We calculated three different metrics to assess our climate-related 
risks and opportunities: an absolute metric, an intensity metric and a relative metric. As many companies and mutual 
funds still don’t publish carbon data, our calculations only covered around 50% of all our assets under management. 
Over the next few years, we aim to increase this coverage and will consider setting carbon targets. 

A more detailed overview of how we have implemented all TCFD recommendations can be found on our 
website: vanlanschotkempen.com/responsible/environment.



OUR ENGAGEMENT
WITH THE UTILITIES SECTOR
TO REDUCE COAL USE

Coal has been at the centre of our efforts on 
climate risk as it is the most carbon-intensive 
source of energy (in terms of CO2 emitted in 
its extraction and combustion). Lignite coal, as 
one of the more carbon-intensive types, has 
been a distinct focus. This year, we engaged 
with the ‘demand creators’ for coal producers – 
electricity utilities. The focus for us has been
to ask these companies to:

• Increase their disclosure of climate risks, 
and assess their exposure to both physical 
and transitional risks;

• Ensure they have overall policies for carbon 
reduction;

• Ensure they have specific policies to reduce 
coal-fired energy in their generation mix.

As part of this engagement, we have had 
several fruitful discussions with both European 
and US utilities, and see clear progress in their 
thinking and strategy setting.  

The ‘three D’s’ of decarbonisation, digitalisation 
and decentralisation have dominated the  

world of utilities, and it is our belief that 
the companies which embrace these three 
developments will be the corporate winners 
in the future energy world. Engaging on these 
topics with transmission and distribution, 
generation, and retail utilities has been our ESG 
engagement priority over the course of 2017. 

Within our engagement with utilities, we 
had dialogue both with companies that have 
exposure to coal, oil and gas in their generation 
mix (such as Enel , Uniper and AGL Energy), 
and corporate leaders in the renewable space 
(such as Iberdrola, Vestas, EDP and Nextera). 
This has helped us to both learn more about 
and encourage best practices, and to have 
productive discussions with the laggard 
companies. Overall, we have found that utility 
companies are acutely aware of the issue of 
climate risk and their contribution to it. Most 
of them have a policy or process in place 
to phase out coal exposure. In addition, in 
discussions around disclosure, we applied the 
IIGCC framework for utilities, and will continue 
applying the TCFD guidelines going forward. 
This year, we have spoken to over 20 utilities 
on this subject.

14 World Steel Association. Steel’s contribution to a low carbon future and climate resilient societies.

OUR ENGAGEMENT
WITH THE STEEL SECTOR

The steel industry is one of the major contributors 
to anthropogenic greenhouse gas emissions. 
According to the International Energy Agency, the 
iron and steel industry accounts for approximately 
6.7% of global CO2 emissions.14 As the global 
community takes action to combat climate 
change, the steel industry is exposed to risks 
related to climate change and is encouraged to 
foster technology to increase efficiency and spur 
innovation. At Kempen, we strongly believe that 
the steel sector can and should contribute to 
tackling the challenge of climate change. 

This is the reason we have engaged with 



Severstal , a Russian steel manufacturer also 
co-authored an investor guide with the IIGCC. 
Such guides are aimed at creating greater 
understanding of the risks and opportunities 
posed by climate change for different sectors, 
including oil and gas, chemicals, utilities and 
steel. 

The steel sector investor expectations 
document provides guidance on how climate 
factors might be considered by pension funds 
when selecting or evaluating their investments, 
and includes a progressive focus on policy 
positioning and TCFD-aligned disclosure.

OUR COLLABORATIVE ENGAGEMENT
ON CLIMATE

We have been a member of several groups engaging 
on climate change. For instance, Kempen has 
been selected to become member of the PRI’s 
TCFD Advisory Committee. The committee is being 
set up to develop and guide a new collaborative 
engagement that asks companies to align their 
disclosure and transition strategies with the final 
recommendations of the TCFD, and we expect 
positive results in 2018.

The reason Kempen wanted to join is to get an even 
deeper understanding of the TCFD guidelines, in 
order to incorporate them both in our engagements 
with portfolio companies and our own reporting.

In addition, we are a member of both the IIGCC 
collaborative engagement group focusing on the 
Climate Action 100+ engagement, and the Ceres 
group on water engagement. The former is a large-
scale engagement to curb the emissions of the 
world’s largest corporate greenhouse gas emitters, 
while the Ceres group has helped create the 
Investor Water Toolkit – a comprehensive resource 
that helps investors become water-aware in their 
investment decision-making processes.

“We have seen labour issues arise in many forms 
across different sectors, such as steel, and have engaged 
where we believed we could make a positive impact"
Floris Oliemans
Por t fo l io  manager  Kempen D iv idend Fund



Thematic paper 
Labour conditions
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INTERNATIONAL 
CONVENTIONS, ACTS 
AND INITIATIVES THAT 
KEMPEN USES AS 
A FRAMEWORK TO 
ENGAGE COMPANIES
ON LABOUR RIGHTS
• The International Labour Organisation (ILO) 
• ILO-International Finance Corporation Better 

Work initiative
• Fair Labour Association (FLA)
• SA8000
• The International Council of Toy Industries CARE 

process (ICP)
• The Accord on Fire and Building Safety in 

Bangladesh

It is five years since over a thousand workers died in 
the catastrophic collapse of the Rana Plaza factory 
in Bangladesh, and labour rights, including worker 
safety and freedom of association, remain high on 
the responsible investment agenda. 

In the last year, we have seen labour issues arise 
in many forms across all sectors. For example, the 
reliance of technology companies such as Uber on 
short-term contracts as opposed to permanent jobs 
has been questioned. Low-budget airlines such as 
Ryanair have been forced to recognise a pilots’ union 
for the first time15 and government reforms – perhaps 
most notably in Brazil – have seen labour laws 
overhauled to spur more flexible working.16 We have 
also seen emerging concerns around the use of prison 
labour in the supply chain, especially in the US. 

These all raise important questions for investors 
around how to ensure the right balance of productive 
employment and fair working conditions. Perhaps 
most importantly, it is critical that investors use their 
influence to ensure there are no repeats of the Rana 
Plaza tragedy, and it is encouraging that in recent 
years we have seen improvements in Bangladesh 
in the form of more effective health and safety 
standards for garment workers.17

What have we done
on this subject this year? 

This year, we engaged, both directly and 
collaboratively, on labour rights. One example of 
our engagement effort is with Russian steel producer 
Severstal, which suffered a mine accident in 
December 2016. The engagement is described more 

15 https://www.ft.com/content/c62f5444-05b4-11e8-9650-9c0ad2d7c5b5 
16 https://www.economist.com/news/business/21725321-michel-temers-reform-has-teeth-overhaul-brazilian-labour-law-should-spur-job  creation?zid=309&ah=80dcf288b8561b012f603b9fd9577f0e 
17 http://insights.careinternational.org.uk/development-blog/four-years-on-from-rana-plaza-what-s-changed

in detail in the Severstal factsheet, see page 12. We 
are also currently in dialogue with Abercrombie & 
Fitch Co., a company in our small-cap holdings, on 
its labour rights and supply chain labour practices. 
We are engaging with the company to encourage it 
to sign the second phase of the Bangladesh Accord 
and to increase the overall transparency of its 
sustainability actions. 
In addition, we have been involved in a 
collaborative labour rights engagement 
regarding cobalt mines in Congo. Cobalt is 
an important raw material for items such as 
car batteries; making sure that it is sourced 
sustainably is a vital issue – especially 
as technologies such as electric vehicles 
accelerate. The engagement targeted 
several large multinationals, including Apple, 
HP, Daimler and Samsung, to clarify their 
exposure to labour rights risks in Congo. It 
looked at use of child labour, poor health and 
safety practices, and potential human rights 
violations. The engagement is ongoing and 
resulted in the stated policies and disclosures 
from Apple, HP, Microsoft and others identifying 
cobalt as a priority material. Working with 
the PRI, investors are also currently putting 
together a more detailed set of expectations 
for companies, including the definition of a 
policy on child labour risks upstream, their 
preparedness or ability to identify and track 
risks and issues, and their work upstream 
to improve working conditions. These asks 
and related disclosures will provide Kempen, 
investors and other stakeholders globally 
with a means to track company responses and 
performance on these issues in the future.
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As part-owners of their portfolio companies, 
investors have a responsibility to manage 
human rights risks in their portfolios. They must 
ensure the companies in which they invest do 
not violate or infringe upon the human rights of 
their employees, suppliers, customers or other 
stakeholders – otherwise the negative impacts 
affect the operations and reputation of the 
company in question, and society as a whole.

The last few years have seen human rights rise 
up the investment agenda, with a noticeable 
increase in the breadth and depth of investor 
engagement on the issue. This has been driven 
by both the implementation of progressive 
legislation such as the Modern Slavery Act 
in the UK, and the emergence of a range of 
investor tools to drive improved transparency 
on human rights performance by companies. 
Such tools include reporting against the UN 
Guiding Principles on Business and Human 
Rights, the Corporate Human Rights Benchmark 
and the KnowtheChain benchmark. All these 
initiatives are helping investors to take action 
to reduce their exposure to human rights risks.

What have we done on this 
subject this year? 
We have engaged with companies on human 
rights both collaboratively and directly, 
especially in sectors that potentially place 
indigenous populations, or other local people, 
in a vulnerable situation. 

One of our major focuses in this area has been 
the extractive sector, and we have been an 
active member of a collaborative engagement 
with more than 50 institutional investors 
representing over $7.3 trillion in assets under 
management. The engagement has targeted 
32 large extractive companies, including 
Total, Vale and Southern Copper, to enhance 
implementation of the UN Guiding Principles 
on Business and Human Rights, and improve 
disclosure with regards to human rights. 
Although we cannot publicly disclose the 
detailed results of this engagement currently, 
most of the companies have responded very 
positively and we are seeing encouraging 
increases in levels of disclosure from the sector.

INTERNATIONAL 
CONVENTIONS, ACTS 
AND INITIATIVES THAT 
KEMPEN USES AS 
A FRAMEWORK TO 
ENGAGE COMPANIES
ON HUMAN RIGHTS
• UN Guiding Principles Reporting Framework
• Corporate Human Rights Benchmark (CHRB)
• Publish What You Pay (PWYP)
• Extractive Industry Transparency Initiative (EITI)
• Voluntary Principles on Security and Human 

Rights
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INTERNATIONAL 
CONVENTIONS, ACTS 
AND INITIATIVES THAT 
KEMPEN USES AS 
A FRAMEWORK TO 
ENGAGE COMPANIES
ON CORRUPTION
• UN Convention against Corruption, 2003
• OECD Convention on Combating Bribery of 

Foreign Public Officials in International
• Business Transactions, 1997
• Inter-American Convention Against Corruption, 1996
• Council of Europe Conventions on Corruption, 

1997-1999
• The African Union Convention on Preventing and 

Combating Corruption, 2003
• US Dodd-Frank Act, 2012
• EU Transparency Directive, 2013
• CleanGovBiz Initiative
• Extractive Industry Transparency Initiative (EITI)
• UN Global Compact Working Group on the 10th 

Principle
• G20 Anti-corruption Working Group

For investors, corruption can impede corporate 
growth, distort competitiveness and create 
serious legal and reputational risks. The 
World Bank estimates that annual losses from 
corruption run into trillions of dollars.18

Legislation such as the Dodd Frank Act and 
Foreign Corrupt Practices Act in the US and the 
Transparency Directive in the EU have helped 
frame clear legislative guidelines on corruption, 
and the work of organisations such as 
Transparency international and the Extractive 
Industries Transparency Initiative are helping 
investors to address the issue in practical ways. 

However, in the last few years, we have 
seen large companies such as Volkswagen 
and Petrobras face enormous damage to 
their corporate reputations due to corruption 
scandals, and the issue is likely to be prominent 
in 2018 too, with the FIFA corruption scandal of 
2015/16 likely to be a topic of much discussion in 
the run up to this year’s World Cup.

What have we done on this 
subject this year? 
Corruption is an important issue for us to 
consider for most sectors and geographies, 
both before investing in a company and while 
engaging. 

With smaller companies, we recommend they 
adopt a code of conduct, which among other 
things addresses bribery and corruption. 
In addition, we would look to see if a 
whistleblowing policy is available publicly, 
and that a system is in place to report anything 
that is not in line with the code of conduct. 
We recommend that the code is aligned 
with UN Global Compact principles. Our 
European small-cap strategy team sends out 
a questionnaire to companies when they are 
considered for investment, where corruption as 
a theme plays a prominent role.

18 http://web.worldbank.org/WBSITE/EXTERNAL/news/0,,contentMDK:20190187~menuPK:34457~pagePK:34370~piPK:34424~theSitePK:4607,00. 
 html


