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Given South Africa’s share of corporate
governance failures, it’s time to push responsible
investment into the mainstream of South African
business. A necessity not only to future-proof the
well-being of South Africa’s 57.7 million
inhabitants but to also remain a competitive and
viable investment destination. Companies who
fully incorporate ESG into their investments stand
to benefit disproportionately relative to those who
do not. Currently, ESG integration is a voluntary
consideration with guidelines set out by the Code
for Responsible Investing in South Africa

However, the FSCA’s draft directive
on sustainability reporting and disclosure
requirements together with the sheer size of our
pension fund industry may be the brawn needed
in creating a trickle-down effect of active ESG
integration into business. The pension fund
industry’s combined assets under management
amount to just over R4 trillion and they own
approximately 40% of the assets on the
Johannesburg Stock Exchange. According to Mr
Pravin Gordhan, “Their size means they have
unprecedented power to secure sustainable
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governance in the assets in which they invest.”

The terms of responsible investing (RI), ESG, socially responsible investing (SRI), sustainable investing
(SI), impact investing, and green investing are often thought to be the same thing – but they’re not. RI is
an approach to investing that aims to incorporate environmental, social and governance (ESG) factors into
investment decisions to better manage risk and generate sustainable long-term returns. In short, all
investors can implement RI, even those whose sole purpose is a financial return, because ignoring ESG
factors are thought to be ignoring risks and opportunities that have a material effect on these
returns. SRI, SI, green investing, sustainable investing, and impact investing are forms of responsible
investment where investors use value and ethics-based screening of investments in delivering a financial
return in addition to the integration of ESG.

Corporate governance is arguably the
cornerstone of ESG principles. Corporate
behaviour stems from the top, and therefore
management is key to improving outcomes for
stakeholders. Only with a strong G, are E and S
successfully implemented.
Within a South African context, G refers to
compliance with SARS, King Code, FSCA Rules
and Regulations and appropriately reporting on
these metrics.
The E and S refer to the impact of a company or industry’s business practices and operating procedures on
the environment, its employees, stakeholders, and the general public throughout the value chain and includes
compliance with BBBEE and Transformation. How a company addresses and reports on their ESG metrics
throughout their operations and value chains, as well as in the development of beneficial products, services or
investments has a direct impact on their long-term sustainable value in the eyes of investors. Globally, the
number of asset owners investing in companies with positive ESG integration is soaring, with estimates that
the responsible investment market reached $30 trillion in assets under management in 2018. Also, asset
owners are focusing significant energy on aligning their investment portfolios with the 17 UN Sustainable
Development Goals (SDG) aimed at ending poverty, protecting the planet, and ensuring prosperity for all. In
September 2015, 193 member States of the United Nations, including South Africa, adopted the 17 new
Sustainable Development Goals (SDGs). The purpose of the global goals is to present a framework under
which responsible investors actively contribute to achieving a more sustainable world, creating financial value
without affecting the ability of future generations to do the same. The consensus is this is ‘not just a moral
imperative, but an economic necessity. There is nowhere to hide from the world’s problems and the world’s
risks’. Given the strength of this sentiment and its trajectory into mainstream investment practice, if a
company intends to remain competitive, it will need to report on its active contribution to the SDGs as part of
their ESG. Of 297 companies surveyed by Bain & Company, '81% said sustainability is more important to their
business today than it was five years ago, and 85% believe that it will be even more important in ﬁve years'.

For Asset Owners
Having the resources to institute, measure and compare non-financial performance are challenging,
particularly for smaller companies. An international standard validating an investment’s ESG credentials
is yet to be created, but a number of frameworks, industry level definitions and principles have been
established. South African asset owners and managers can expect to align with and report annually on
their application of CRISA principles. CRISA is aligned with both the UN PRI and The Association for
Savings and Investments South Africa (ASISA) helping the investor community accomplish the ESG
requirements of the UN PRI, Regulation 28 of the Pension Funds Act (Reg 28) and the King Code IV.
Together, CRISA, Reg 28, the PRI and other related initiatives present a framework for asset owners
(institutional investors such as pension and provident funds) to engage with and hold asset / investment
managers accountable who in turn hold investee companies accountable for sustainable returns. It
applies to all asset classes, requiring institutional investors to develop policies on how it incorporates and
reports on sustainability considerations, including ESG, into its investment analysis and post investment
activities.

For Corporates
With investors increasing focus on meeting ESG and SDG goals, and big data supplying insights on the
correlation between ESG scoring models and positive financial performance, corporates are feeling the
pressure to operationalise ESG and sustainability. The global goals campaign is a significant new
opportunity for companies that view emerging and frontier markets as their source of long-term growth.
According to estimates from McKinsey, consumers in these markets could be worth $30 trillion to
investors by 2025. As South Africa suffers from slower growth, infrastructure problems and governance
failures, our piece of the $30 trillion prize seems distant. Implementing a strong ESG and SDG policy into
business operations can address these obstacles freeing up the “trapped value” for both local and
international investors. By actively contributing to sustainability through innovation and positioning
themselves as leaders in sustainable development, using the goals as a branding anchor, companies can
gain competitive advantage as they become known for doing the right thing. Corporate ESG reporting is
not yet consistent or fully mapped to the UN SDGs and their 169 targets together with their 230 indicators.
It is a lot to navigate, and a company simply cannot be all things to all people. At Summit Africa we help
our investee companies find the ESG and sustainability criteria that are material to their business and
corporate strategy and which qualify them for inclusion based on fund investors’ ESG criteria. The Global
Reporting Initiative (GRI) sets out a sustainability reporting framework helping companies to measure,
understand and communicate their economic, environmental, social and governance performance, set
goals, and manage change more effectively. It is an intrinsic part of integrated reporting which combines
the analysis of financial and non-financial performance. Summit Africa, as a proud signatory to the UN
PRI is continually looking for ways to better embrace and implement ESG and in turn SDG principles.
Other influential providers of sustainability reporting guidance include:
The United Nations Global Compact (the
Communication on Progress)
The International Organization for
Standardization (ISO 26000, International
Standard for social responsibility)

The Organisation for Economic Cooperation and Development (OECD
Guidelines for Multinational Enterprises)
MSCI Sustainable Impact Index

ESG is becoming a standard consideration across asset owners’ investment strategies and product
ranges. Estimates predict ESG assets will make up two-thirds of assets managed by global funds by
2020 and sustainability-focused millennials who will make up one-third of the workforce by 2020 are
poised to inherit the approximately US$30 trillion of wealth. With the political and market forces behind
sustainable investment strengthening, we will see a lasting change to the investment landscape. To quote
Bill Gates, “We always overestimate the change that will occur in the next two years and underestimate
the change that will occur in the next ten. Don't let yourself be lulled into inaction”. Now is the time to plan
your company’s sustainable future.
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www.summitafrica.com
Summit Africa is a majority black-owned and managed Specialist Alternatives Investment Manager with a
focus on investing in private equity and unlisted real estate, delivering above benchmark risk-adjusted
financial returns. We believe strongly in contributing meaningfully and measurably to the social and
economic transformation and development of the local community and South Africa as a whole.
Summit PE Investment Managers (PTY) Ltd is a licensed financial services provider - FSP48417
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