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Why)is SRI not rooted In mainstream fiscal society?

RESPONSIBLE
INVESTMENT

Masimo Magerman

F SOUTH Africa’s R4 trillion
asset management industry,
investment mandates for so-
cially responsible investments
(SRI) are a mere 1 percent.

This is a sobering statistic if SRI is seen
as a proxy for responsible investing and
given the need for sustainable growth in
our economy. We all know the challenges
by now which range from energy security
and infrastructure development to health,
housing and education.

Why has SRI failed to entrench itself in
the mainstream financial community? A
UK study has shown that the marginality
is echoed even in the language; ESG
(environmental, social and governance)
factors are often labelled “non-financial”
or “extra-financial” issues.

And a study concluded by the European
Centre for Corporate Engagement revealed
that two-thirds of sell-side research ana-
lysts do not include ESG factors in their
valuation and analyses of companies; and
that the mainstreaming of SRI encounters
an added layer of resistance if it is consid-
ered to be outside the convention of main-
stream traditional investment analysis.

The issue is not helped by an abundance
of overlapping terminology: responsible
investing, ethical investing, ESG, SRI and
more recently impact investing. Yet strip
away the jargon, focus on sustainability, and
you are left with a simple imperative: how
to invest with a long-term sustainable view
that seeks not only to deliver a good finan-
cial return but to address societal issues.

The theme is universal and gaining at-
tention around the world as the public
mindset shifts to preserving scarce re-
sources. In South Africa, the Bertha Centre
for Social Innovation and Entrepreneur-
ship at the UCT Graduate School of
Business is conducting research into social
impact bonds.

I have long wondered why only a few
boards of trustees of pension funds look se-
riously at SRI mandates. There seems little
point in focusing solely on financial returns
if members will retire into a society whose
fabric is crumbling around them. Further-
more, long-duration investments such as
those funded by investment grade debt, are
ideally suited to pension funds that are aim-
ing to match long-dated pension liabilities
as they provide an amortising repayment
profile and a natural inflation hedge.

In a proposal for my ever-postponed
PhD thesis I examined three main barriers
to sustainable investing as follows:

M A reinterpretation of fiduciary duty.

W A lack of evaluation tools for sustain-
able investments.

B The accountability gap between
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