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INTRODUCTION

2020 was a gamechanger for ESG as it became mainstream in wealth 
management.  

The inaugural meeting of The Senior Leaders ESG Forum brought together a 
group of leading wealth management firms to discuss the opportunities and 
challenges associated with ESG investing.

The forum was chaired by Compeer, the benchmarking and research firm, 
and hosted in conjunction with Objectway, a leading digital wealth & asset
management software provider

Now, more than ever, investors are interested to increase their knowledge 
of ESG and incorporate ESG in their portfolio. Compeer research shows that 
80% of clients request some access to ESG compliant investments in their 
portfolio, while this figure rises to 94% for clients under the age of 40. 

For wealth managers ESG is no longer seen as a trend, but a commercial 
opportunity.

�



To capitalise on this opportunity, firms must clarify their ESG strategy, 
starting at the very top.  Board members need to clearly define the agenda 
for their investment philosophy and how they will add value for clients. 

Each step will be made with the client in mind, but firms must be careful to 
use the correct governance, oversight, and monitoring, to stay on target with 
the desired operating model. 

To guide the business in a more sustainable direction, significant insight 
from the top is required to embed the ESG strategy within the company and 
support it with the appropriate technology. 

The forum revealed that only a small portion of the market have not felt the 
need to follow in the footsteps of their competitors and formalise their ESG 
strategy due to a lack of demand from their client base. These firms feel 
clients will still priorities other factors, such as market returns, price and 
digital ahead of ESG, seeing it as mainly business or financially driven. The 
majority, instead, feels that client demand is the top EGS driver.

Central to the ESG proposition is managing the appetite amongst clients 
throughout the suitability process.  but before the wealth management 
industry can solidify their long term strategies, they must wait to see the 
regulatory roadmap unfold. 

DEVELOPING AN 
ESG STRATEGY
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All eyes are on the FCA to see whether they will follow in the footsteps of 
the EU or carve a different path. Recent changes to MiFID II and SFDR have 
not made it clear what is expected from wealth managers and advisers in the 
UK.  

The feeling among wealth managers is that while client demand is bringing 
attention to ESG, ultimately, regulation is what will drive and shape their 
ESG offering. 

While un-regulated, each firm will create their own unique ESG offering. 
With no clear definition of what ESG is, the door to greenwashing remains 
ajar. 

At the end of the day, if wealth managers don’t understand ESG and what it 
should be, how can we expect clients to?

In response to EU regulation one firm explained how they would like to see a 
more bullish approach from the FCA given that under SFDR there is more 
disincentive for funds to be downgraded, than incentive to push higher up 
the ESG rating. 

During the discussion, questions were raised when discussing the future of 
discretionary fund management, including:

What is the appropriate amount of data providers to use?
How accurate is 3rd party data?
How do you report or classify each bespoke portfolio, and what does the 
client see?
Can you demonstrate your investment strategy aligns with the client’s 
needs?
Can staff fully explain to clients the ESG impact of their portfolio?

THE FUTURE OF 
REGULATION



Bridging the gap between client and wealth managers lies the minefield that 
is the reporting process. 

There is temptation from firms to dumb down the data to make it more 
presentable to clients. Summarising the impact of their portfolio with 
relatable metrics, such as CO2 emissions, clients can comprehend the 
impact of their investments. However, in reality these issues are far more 
complex. 

When developing a strategy to provide this information across thousands of 
bespoke portfolios, many firms plan to create an “at a glance look” to
summarise the findings. However, more sophisticated clients may still ask 
for a more detailed breakdown. 

It can be tricky to standardise ESG metrics across all high or low risk 
services, and even harder to explain this to clients. 

When looking to display data in a positive light, the risk of greenwashing is 
always present. Firms must ensure their staff are fully trained to accurately 
communicate and interpret the data to their clients. 

Due to a lack of standardisation, there is no perfect data solution. This can 
skew ESG outcomes based on how subjective the analysis is between firms. 

Getting to grips with the data is the most important step. Finding a way to 
decompose the information into a readable format will ensure it does not 
lose its value and clients can see the impact of their portfolio. 

Aligning the firm’s ESG philosophy, investment strategy, and data is core 
avoid greenwashing - which many predict could be the next major scandal to 
rock the wealth management industry.

THE ROLE 
OF DATA


