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Executives not yet up to speed on climate change 

ENVIRONMENTAL SOCIAL AND GOVERNANCE 

ESG indicators hit capital markets radar

Australian business leaders admit that 
they have not taken steps to address 
climate change risks to their business, 
according to a PwC survey of senior 
executives. This is particularly significant 
in the context of significant 
developments taking place in Australia 
that are expected to happen quickly. 

Businesses will have to keep pace with 
developments such as: 

Mandatory emissions and energy •	
consumption reporting

2020 emissions targets, underpinned •	
by detailed environmental and 
economic analysis

Consultation with government on the •	
design of an emissions trading scheme

Nick Ridehalgh, PwC partner, told  
World Watch: ‘I expect this year to be  
a watershed for Australian businesses 
who are entering the emerging carbon 
economy and laying the foundations 
now for their carbon management 
strategy. This is happening against a 
background of rapid change both 
globally and locally.’

According to the survey – Carbon 
Countdown: A survey of executive opinion 
on climate change in the countdown to a 
carbon economy – 98% of the 303 
Australian leaders managing businesses 

with turnovers greater than A$150m 
admitted they are yet to implement a 
strategic response to address the risks  
of climate change to their business. 

This was due to the fact that very  
few were clear on what the risks  
really were. More than 70% said they  
do not understand their company’s 
climate change obligations, while  
78% have yet to formally assess the 
climate change risks that will impact  
on their business. 

For more information visit  
www.pwc.com/au/climatechange  
or contact Nick Ridehalgh by email:  
nick.ridehalgh@au.pwc.com.

The importance of environmental,  
social and governance (ESG) indicators 
for our capital markets is becoming 
increasingly evident. This is reflected  
by growing pressure from major 
superannuation funds and investment 
funds through mechanisms such as  
the UN Principles of Responsible 
Investment and the Carbon Disclosure 
Project, as well as increased recognition 
that understanding key ESG indicators 
can give significant insight into how a 
company is performing. 

PwC’s global research tells us that  
the capital markets have in the past 
been sceptical of governance, CSR  

and sustainability reports because 
companies have not properly  
aligned the additional information  
with their corporate strategy nor 
explained its medium-to long-term  
value effectively to their key stakeholders.

Now, the strength of the debate on 
climate change and the potential  
impact of a carbon-constrained 
economy has become a catalyst for a 
closer review of a company’s longer-
term sustainability practices, and 
improved management, monitoring and 
reporting of key non-financial data that 
act as lead indicators to the company’s 
longer-term sustainability.

In Australia, specialist research 
organisations are becoming increasingly 
focused on more in-depth analysis of 
the ESG performance of the top 200 
Australian companies. Regnan, for 
example, was originally established by 
BT Investment Management in 2002 and 
now is partnered by eight of the largest 
superannuation funds to undertake such 
ESG research. Their work assists 
superannuation funds, fund managers 
and analysts to better understand the 
longer-term implications of key ESG 
indicators on the sustainability of 
corporate earnings. 

Major investment houses such as 
Goldman Sachs JB Were also have 

dedicated ESG analyst teams, which 
use ESG research directly in their 
valuation models or as input to their  
risk assumptions. 

ESG reporting framework

In an effort to improve the quality  
of ESG reporting, PwC Australia has 
developed a proposed framework for  
a fictitious company, Generico, to help 
organisations better explain how  
their ESG performance is integrated  
into overall corporate reporting. The 
framework, published in Best Practice 
Environmental, Social and Governance 
(ESG) Reporting, is based on the 
following four premises:

Clear alignment of key ESG metrics to •	
corporate strategy

Long-term targets and measurement •	
of performance over time (trends)

Transparent and candid reporting •	
against ESG milestones 

Quantification of financial returns, •	
where possible, from ESG activities 
through integrated corporate reports

The best practice ESG report  
can be downloaded from  
www.pwc.com/au/corporatereporting. 
You can find out more about Regnan’s 
research at www.regnan.com.au.




