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Corporate Governance – Sustainability

A broader perspective on strategy and 

performance
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Responsible investment & APG’s strategic objectives

APG Responsible Investment Policy

APG Investment Beliefs
APG Strategic Investment Plan 

2010-2012

Three Objectives:

1. Contribute to APG’s risk-adjusted financial return 

2. Demonstrate social responsibility

3. Contribute to the integrity of financial markets

Seven Pillars
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Engagement

Integration with the investment process1

2

3

4

Policy work5

6

The seven pillars of the RI policy 

Compliance with intl standards

Invest in sustainability solutions

Active corporate governance

7 Stakeholder communication
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An integrated approach 

• Corporate Governance & Sustainability (or ESG) 

– Integration with the investment process

• Analysis and influence

– Engagement with companies and regulators 

• Governance of Sustainability

• Integrated Reporting (ESG Disclosure) 

– Exercise of voting rights

• Shareholder and routine proposals 

• Vedanta and BP 



5

Equity strategies 

ESG Engagement

• Regular meetings management 

• SRI meetings

• Issue driven visits/ events

• Site visits
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Financial relevance 

next 2-5 year

Reputation risk 

for:Issue Comments Comments
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Demographic trends (growing population and 

urbanisation levels) and industrialization in 

emerging markets are driving energy demand which 

is expected to double in 2050.

L 5 3 a clear and strong business driver
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Accesibility to conventional hydrocarbon resources 

is detriorating. Decline rates are increasing 

despite increased investments of oil majors in 

exploration and production. 

L 5 5 Integrated oil companies aare forced to 

increase exploration efforts and new major 

porjects are more capital intensive ether due 

to technical and or geo-politcal risk. o
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With reduced acces to natral resources energy 

security becomes increasingly important and 

hydrocarbon nationalism becomes a constraint 

(IOC's exepelled in emerging econmies) and 

increases competition (NOC become international). 

In developed markets the energy security and 

increasing oil prices start to influence the primary 

energy mix (shift to nuclear, gas,  LNG, 

renewables, electric vehicles). 

L 4 3 can drive revenues and contribute to Capex 

(although often in replacement to more 

traditional sources of energy)
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ENERGY FUTURES

Companies operating in conflict zones need to 

manage a complex web of logistical and security 

concerns, human rights issues, local government 

and stakeholder relations, and potentially large 

reputation risks at home

H L H high reputation risk situations 

because human rights aspects are 

involved (think of Nigeria, Sudan 

etc.)

2 4 especially if situation deteriorates and 

company is directly targeted (e.g. operations 

confiscated, employees kidnapped etc.) 

market will perceive increased risk levels. 

Security costs can be high.
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No indicators. APG 

participates in a UN-GC 

workgroup to formulate 

guidelines for companies 

that operate in conflict 

affected areas.
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Financial relevance 

next 2-5 year

Reputation risk 

for:

Sector ESG issue 

matrix

ESG heatmap

Percent of Total Holdings
FSS Core and Sattelites_ex_Derivatives vs. MSCI EUROPE ex REAL ESTATE

20100330

Euro over AAA tm A 6 tm 4 56 tot 100 50 tot 100 5 tm 10

Total 17.413.883.012,07 neutral BBB  3 46 tot 56 watchlist 50 tot 30 5 tm 3 1 flag

top 80% under BB tm CCC 2 t/m 0 0 tot 46 Non compliant 0 tot 30 0 tm 3 more than 1 flag

Symbol Security Name portfolio 

mrkt value 

(million)

Port. 

Weight

Bench. 

Weight

Over/ 

under 

weight

RMG IVA 

Rating 

(alphabetical)

RMG IVA 

Rating 

(numerical)

Sustainalytics 

Total Rate 

Score

Global 

Compact 

Compliant

GMI Global 

Rating

GMI Home 

Rating

No. of flags GMI

0540528 HSBC Holdings PLC 670,61 3,85 2,68 1,17 BBB 3,00 #N/A @NA 7,50 5,50 2,00

7123870 Nestle S.A. 563,15 3,23 2,67 0,56 A 4,00 56,80 Yes 5,50 7,50 2,00

0798059 BP PLC 394,13 2,26 2,69 -0,43 AA 5,00 #N/A @NA 9,00 9,00 4,00

7110388 Roche Holding AG 374,13 2,15 1,71 0,43 AAA 6,00 67,90 Yes 7,50 8,50 1,00

B16GWD5 Vodafone Group PLC 323,38 1,86 1,84 0,02 AAA 6,00 66,80 Yes 10,00 10,00 --

0925288 GlaxoSmithKline PLC 312,73 1,80 1,51 0,29 AAA 6,00 #N/A @NA 9,00 9,00 1,00

B09CBL4 Royal Dutch Shell PLC (CL A) 295,49 1,70 -- 1,70 @NA #N/A #N/A @NA #N/A #N/A #N/A

4942904 E.ON AG 284,13 1,63 1,06 0,57 A 4,00 56,80 Yes 5,50 6,00 4,00

B15C557 Total S.A. 257,65 1,48 1,85 -0,37 AA 5,00 53,80 No 4,50 5,50 1,00

7171589 Credit Suisse Group AG 256,93 1,48 0,88 0,60 BBB 3,00 55,70 Yes 6,50 7,00 2,00

7103065 Novartis AG 252,17 1,45 1,72 -0,27 AA 5,00 67,70 Yes 8,00 10,00 1,00

5252602 Koninklijke Ahold N.V. 251,51 1,44 0,24 1,20 BB 2,00 61,00 Yes 7,50 7,50 --

B18YFJ4 UBS AG 234,27 1,35 0,87 0,48 BBB 3,00 54,00 Yes 6,00 6,00 7,00

7145056 ENI S.p.A. 232,23 1,33 0,93 0,41 AA 5,00 65,70 Yes 9,00 10,00 1,00

7309681 BNP Paribas S.A. 231,58 1,33 1,13 0,20 BBB 3,00 51,60Yes (Watchlist) 6,50 9,00 1,00

7154182 ING Groep N.V. 228,41 1,31 0,55 0,76 AAA 6,00 76,30 Yes 6,00 5,00 2,00

0718875 Rio Tinto PLC 227,70 1,31 1,23 0,08 AAA 6,00 #N/A @NA #N/A #N/A #N/A

3134865 Barclays PLC 219,60 1,26 0,94 0,32 BBB 3,00 53,70 Yes 9,00 9,00 2,00

B1Y9TB3 Danone S.A. 218,18 1,25 0,50 0,75 AAA 6,00 63,10 Yes 6,50 9,50 --

5669354 Repsol YPF S.A. 214,17 1,23 0,26 0,97 AA 5,00 72,20 Yes 5,00 7,00 2,00

Investment 

process

INVESTMENT CASE

Ticker: BP/ LN Equity 2
3
3

 454 - 524 

03% to 19%

2. Competitive position within industry 5. Where do we differentiate?
Prior to Macondo, BP appeared a very efficient low cost operator with perhaps 

slightly inferior growth prospects over the near term, but with an enviable position in 

the Gulf of Mexico, close to end markets and with attractive fiscal terms. Macondo 

changed all that. BP should now be seen as a company that is unlikely to capitalize 

on its GoM position and will most likely be scrutinized (more than its peers) by 

oversight bodiess across the globe for its SHE performance and will probably have 

more problems in gaining access to new acreage than peers will. This is likely to 

result in ROIC falling to a level below industry average over the next 10 years, 

whereas previously it had superior ROIC. Also in other metrics like volume growth 

and reserve replacement, the company will start scoring lower.

Whereas the sell side is surprisingly positive on this story given the low earnings 

multiples, the anticipation of the dividend reinstatement and the low probability of the 

company being found grossly negligent, we prefer to focus on the fact that the 

competitive position is impaired in the long-term, leading to a deterioration of ROIC, 

where on EV/IC it still trades inline with e.g. Shell. We also consider it justified to 

account for some probability that there will be a verdict on gross negligence that is 

negative for the company.

Upside

1. Company Description  4. Catalysts & Horizon
BP is one of the three traditional western Super Majors, whose positions are 

challenged by (semi-) NOCs from emerging countries, like Petrobras, CNOOC and 

Lukoil. The company’s main activity is the exploration for and production of crude oil 

and natural gas, which takes up about 64% of assets (vs RDS and XOM at 50%). 

Downstream business is relatively small compared to main peers, although still 

sizeable in its own right. Of the majors, BP has the highest operational leverage to 

the oil price. Upstream positions are North Sea, Gulf of Mexico, onshore US, 

Angola, Azerbaijan, onshore Russia and Alaska (together 56% of production in 

2008). Future production growth will be driven by the US, Azerbaijan and Russia. 

The position of the company was severely impaired by a string of high profile 

disasters, of which the Macondo will have the most lasting impact on the company's 

financial situation and its ability to access new opportunities.

Potential negative catalysts are proceedings in court, although the more meaningful 

stages of the litigation process are still at least a year away. Other negative catalysts 

are evidence of increasing difficulty to obtain new licenses. The Q3 earnings release 

(Nov. 2nd) should be a reasonably positive event, with little incremental information 

on costs (a $30bn provision was taken with the 2Q earnings). In general the 

upstream heavy nature of the portfolio should lead to operational outperformance vs 

Shell and Total given the weak downstream environment in the quarter, although 

BP's above average exposure to the US gas price will have a negative impact. 

Positive catalysts are a reinstatement of the dividend along with the FY 2010 

earnings release, a rise in the US gas price (Henry Hub) and better than expected 

proceeds from the divestment program.

Conviction level:

BP PLC
Stock risk:

Target Px (Base)

ESG research

• Research providers 

• Brokers

• Media search

Integration1
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Engaged with 183 companies in 2010

• with companies on board 

composition, 

remuneration, risk 

management and 

shareholder rights

• speaking at Dutch AGMs 

on behalf of Eumedion 

members

• with regulators to improve 

governance levels across 

a market

• on labour standards in 

the cocoa supply chain

• on labour standards in 

the supply chain of 

electronics companies 

• on collective bargaining 

rights with retailers 

• on energy efficiency and 

climate change approach 

• mine safety in China and 

water risks in mining 

• on board-level 

responsibility for 

sustainability, risk 

management processes, 

integration of 

sustainability targets with 

remuneration strategies

• on the governance for 

achieving sustainability-

related revenue targets

Corporate governance 

engagement

Governance of 

sustainability

Sustainability 

engagement

 Integrated corporate governance & sustainability engagement

 Joint engagement with PMs

 Focus on collective labour rights at retailers and electronic companies

 Focus on Governance of Sustainability

2011 – 2013
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Engagement2


