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Scope
At Mercer (N.Z.) Limited (Mercer), we believe taking an investment view that goes beyond
traditional financial analysis and considers a wide range of risks and opportunities – including
factors that support sustainability, such as good governance, consideration of environmental
and social impacts on assets, as well as the associated policy and regulatory implications – is
more likely to create and preserve long-term investment capital.
As an investor in Australia and New Zealand (Australasian) and international markets, Mercer
believes that Environmental, Social and Governance (ESG) factors can have a material impact
on long term risk and return outcomes. Further, Mercer believes that principles of active
ownership and investment stewardship are of value in the investment process. For that reason
ESG factors may be incorporated in Mercer’s decision making and ownership practices for its
investment funds / options in the Australasian region. This policy should be read in conjunction
with the Corporate Governance Policy for the Mercer Funds.
This combined approach to the integration of ESG considerations and active ownership
practices is captured at Mercer as a sustainable investment approach. Mercer believes that
sustainable investment principles can be applied across asset classes, including: Australasian
and international shares, sovereign and corporate bonds, property and unlisted assets.
The following key principles underpin the Mercer Sustainable Investment Policy. Mercer will:
•

Ensure that its appointed investment managers, consultants and other relevant service
providers are informed about its expectations in relation to ESG and investment governance

•

Undertake annual reviews of its investment manager ESG ratings and seek to improve the
overall ESG ratings through engagement with existing managers during the monitoring
process and in the selection of new managers

•

Promote Mercer’s expectations in respect of ESG as a Mercer ESG 3 rating and above,
where practicable (with ESG 1 being the highest and ESG 4 being the lowest rating), as a
formal part of investment manager selection and review processes

•

Provide oversight where ESG factors require a whole of portfolio view due to the systemic
nature of a particular risk or where there may be thematic opportunities to consider. Themes
which may affect investment decisions such as population and demographic shifts, climate
change implications, energy and resource constraints, may form part of long term asset
allocation or sector level decisions where it is deemed beneficial for portfolio risk and return
expectations to do so

•

Apply principles of active ownership and investment stewardship and exercise its duties and
obligations as an owner (or steward) of invested assets – including share voting and
engagement. Refer to the Mercer Funds Corporate Governance Policy for details.

Application to different investment structures
Mercer’s investment arrangements are a combination of separate mandates with investment
managers, investments in pooled vehicles, and direct investments. Appropriate approaches to
ESG integration are expected across these different investment approaches, including
quantitative and passively managed approaches.
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Mercer expects the investment managers it appoints to demonstrate an acceptable level of
commitment to the management of key ESG risks and opportunities. Mercer recognises that
sustainable corporate behaviour over time is in the best interests of long term investors. Mercer
believes that ESG risks and opportunities should be assessed by investment managers in
regard to stock selection and portfolio construction. Example of ESG factors could include:
•
•
•
•
•

Environmental pollution and climate change
Resource constraints
Social impacts of health and safety
Supply chain management
Corporate governance implications of company remuneration structures

Listed Australasian and international equities
To implement the Policy in listed Australasian and international equities, Mercer will inform its
external investment managers and other service providers that Mercer will:
•

Regularly monitor the progress of internal and external equity investment managers and
their ESG integration progress

•

Promote Mercer’s expectations in respect of ESG and key thematic trends e.g. climate
change, in equity asset classes as a formal part of the investment manager selection and
review process

•

Report on the progress of Mercer’s policy implementation to Mercer’s Board

Investment in quantitative and passively managed vehicles
Mercer invests in some investment products in which the holding of any particular company is
the result of a quantitative investment or passively managed process. In these cases, Mercer
will write to the investment managers concerned to encourage them, where appropriate, to
consider how the policy may be of relevance and to encourage such managers to engage with
the companies through collaborative networks on ESG matters. In addition, managers can be
asked about risk metrics associated with ESG themes and quantitative managers specifically,
the scope for these to be incorporated into quantitative models.

Investment in pooled vehicles
Mercer also invests in pooled vehicles and these products have their own trustees who must act
on behalf of all unit holders collectively.
Whilst the adoption of the policy in these vehicles ultimately relies on investment managers
incorporating ESG into their investment processes, Mercer will, where appropriate, seek to
monitor significant ESG issues that arise within a pooled investment.

Investments in unlisted companies and alternative asset
classes
Mercer may invest directly and indirectly in some unlisted companies and in alternative asset
classes / private vehicles. Alternative investment managers, including private equity, hedge
funds, infrastructure and real estate, are assessed with regard to a wide range of factors that
include their consideration of ESG risks and opportunities. For the purposes of this policy, we
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consider real estate an alternative asset class. Mercer can consider sustainable property
characteristics within the real estate portfolio whether managed internally or outsourced. Mercer
may consider ESG factors in regard to the maintenance and refurbishment of existing properties
and as a factor in regard to the selection of new buildings. In these instances, the Mercer
Sustainable Investment Policy will be applied on a similar basis to externally-managed listed
assets noted above.

Australasian and global bonds
Mercer investment in Australasian and global bonds whether managed internally or outsourced,
may include consideration of ESG through portfolio positioning that is focused on long term
thematic driven views. ESG may be considered as part of alpha generating ideas in the context
of country and credit decisions, for example, ESG issues may be considered as part of specific
issue selection or incorporated in decision making processes.

Supporting industry-wide initiatives
As a leading provider and asset manager in the industry, Mercer will keep apprised of and
participate, as appropriate, in collaborative industry initiatives on areas of concern or opportunity
to improve the long term sustainability of the capital markets in which we invest. Mercer will give
consideration to the developments within relevant industry groups such as the international
Corporate Governance Network (ICGN), the Investor Group on Climate Change (IGCC), and the
United Nations principles of Responsible Investment (PRI).

Disclaimer
This contains confidential and proprietary information of Mercer and is intended for the exclusive use of
the parties for whom it was provided by Mercer. Its contents may not be modified, sold or otherwise
provided, in whole or in part, to any person or entity, without Mercer’s prior written permission.
The findings, ratings and opinions expressed herein are the intellectual property of Mercer and are subject
to change without notice. They are not intended to convey any guarantees as to the future performance of
the investment products, assets classes or capital markets discussed. Past performance does not
guarantee future results. Mercer’s ratings and the information herein do not constitute individualised
advice.
In this document, reference to ‘MERCER’ include Mercer (N.Z.) Limited and Mercer Investments (New
Zealand) Limited.
In New Zealand, ‘MERCER” is a registered trademark of Mercer (N.Z.) Limited.
© Mercer 2015
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