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Two years ago, | took miamily ¥yAustralia to show our
young kids the nat peauty and bigdiversity of our planet.
To our sadnessg e found pristine beachéthreatened by
plastic fro ound the world, and sick endaliggred ocean
creaturgt’; the victims of human actions. It was a Ehtsonal

wald=up call.

e the rest of the world, Europe is facing a range of environmental and social
challenges. How we choose to tackle these will become a defining feature of our time.

applies to the ESM.
In 2018, the ESM made Environment, Social, and Governance (ESG) efforts one of our

top agenda items, and as the most capitalised International Financial Institution (IFI) in
the world, with paid-in capital of €80.5 billion, we have a strong role to play.

So what have we done? Our investors, shareholders and broader public are increasingly
asking us about our Green and Social initiatives. At investor roadshows or student
presentations, this is a top concern. Climate Change was placed top risk at the World
Economic Forum in 2020. While the coronavirus shapes markets at the moment, in the
long term, ESG themes will drive markets.
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https://www.esm.europa.eu/profile/kalin-anev-janse

We just made ong commitment by signing up to the United Natiopé Jacked Principles
for Responsible stment (“PRI”).

As an institution with a%_ "lic mandate and an important issug capital markets, the
ESM assigns high importa:. ».to integrating ESG into our ations, most notably in our
investment activities. In signi he UN-PRI, we commi push and promote more
sustainable investment practice d a more durabl¢t iobal economy.

ESM commits to the Six P es of the UN-PRI

. We will incorporated 5G issues into inve ent analysis and decision-
making proces

. We will be¢ dve owners and incorporate ESG ist into our
owner policies and practices.

vl seek appropriate disclosure on ESG issues by the™ tities in
ich we invest.

. We will promote acceptance and implementation of the Principles
within the investment industry.

. We will work together to enhance our effectiveness in implementing

6. We will each report on our activities and progress towards
implementing the Principles.

Source: United Nations Principles for Responsible Investment!]

It is not an isolated decision. We joined a group of reputable investors, because we
believe we can only push for a change if investment funds, large or small, are mobilised
in a responsible manner. Since 2006, nearly 3,000 investors in more than 50 countries
have signed the PRI. These investors are responsible for assets under management
worth a combined $90 trillion. That's near-equivalent to the current World Gross Domestic
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https://www.esm.europa.eu/press-releases/esm-becomes-signatory-united-nations-principles-responsible-investment
https://www.esm.europa.eu/press-releases/esm-becomes-signatory-united-nations-principles-responsible-investment

Product, as e ated by the World Bank.[2]

What makes our coi._aitment to responsible investing even morgf gnificant is that we
have chosen to apply C 2RI to all our invested capital.

The ESM manages capital | received from the 19 M€ per states of the euro area
and invests it in bonds issued by, mvernments, publigt jencies and supranationals, who,
to a high degree, already have ESC_%iendly polic hat is already a good step into
ESG.

The ESM'’s large paid-in capital ensures 1h credit-worthiness of the ESM. In turn,
we are able to both borrow from capi arketd. ad lend at favourable rates to
distressed Member States when th¢ “iose capita et access, as happened to several
countries during the European g¢ creign debt crisis.

So we are already contriby g to social cohesion in the e area with our lending
actions. Without ESM aing to countries that have lost mark cess, there would be
extreme social hardg 'p. These countries would be forced to redt: youblic expenditures
overnight to the of revenues. With the ESM providing financial ¢ jistance, the
required fiscalt Jjustment can be spread over three years. This minimi social
hardship.

That4 Znother good step into ESG as we ensure financial stability in the euro a ith
o onds, that can be seen as “Stability bonds”, just like “Green bonds” contribute
Jsitive environmental actions.

commitment. The ESM spent more than a year preparing for this important moment, the
signature of the UN-PRI. From now on, we will increasingly apply the UN-PRI to our
investments. This is a long-term commitment.

Transparent Green

One of the principles of the UN-PRI that we have signed up to is the duty to report
annually our progress on the principles we adopted.

This is a very important underpinning for the process. The report will be made public and
will show where we are and the progress we have made.
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But as | outline e ESM is no novice to ESG. What we now witnes the PRI is the
culmination of acti_ s, in some cases over many years, to becomed Jre engaged with
ESG. For example, Si_ e 2014, the ESM has been a buyer of Bonds with the
intention of supporting development of sustainable invest ts.

A well as our choice of investii ats in recent years andé ¢ purpose of our “Stability
Bonds”, the ESM has worked to ove our in-hougt =SG efforts as an institution too.

The ESM is committed to finding suste.. able ons to single-use plastics, which have
a detrimental impact on ecosystems and health. The ESM signed the Zero Single-

Use Plastic Manifesto, an initiative of L .. wrg's leading sustainability network,
Inspiring More Sustainability. By signi€ 'this ma:_ gsto, the ESM pledges to eliminate
single-use plastics throughout thed Sutution by the™ d of 2020.

Finally, as an important stepd .vards integrating ESG bed wractices in its operations, the
ESM started in 2019 to e Ine and report the carbon footg A arising from its internal
operations. You can g = snapshot of where we are in this repd aIn subsequent years,
you will be able to about our progress as we continue on ou G journey.

You can find z£ e about our ESG-related initiatives from the ESG home. mge.

| openeg blog with the stark realities of what my family witnessed in Austi. 8. That
was i -018. The need for change has become even more apparent today. Sig ant
P of the areas we visited were destroyed or damaged by the recent bush fires.
acking news on Instagram from the communities and national parks we visited, show
how vulnerable our planet is. | had to tell my kids, that some of the beauty we saw in

From ESM “Stability bonds” to responsible investments, and from banning single use
plastic to managing our carbon footprint, we are doing our bit to protect our planet.

[1] UN-PRI (2020) Signatories’ commitment
[2] World Bank Group (2019) GDP (current US$)
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https://www.esm.europa.eu/about-us/how-we-work/esg/esg-environment
https://www.esm.europa.eu/about-us/how-we-work/esg/esg-environment
https://www.esm.europa.eu/about-us/how-we-work/esg/esg-environment
https://www.esm.europa.eu/sites/default/files/esm_-_carbon_footprint_report.pdf
https://www.esm.europa.eu/about-us/how-we-work/environmental-social-and-social-governance-esg-practices-esm
https://www.unpri.org/pri/an-introduction-to-responsible-investment/what-are-the-principles-for-responsible-investment
https://data.worldbank.org/indicator/NY.GDP.MKTP.CD

