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Postgraduate Certificate in Environmental Social Governance

Introduction to Environmental Social Governance

Introduction to Environmental Social Governance (ESG) is a critical area of study for those interested in
sustainability, corporate responsibility, and ethical investing. Here, we will define and explore some of the
key terms and concepts related to ESG.

Environmental Social Governance (ESG): ESG refers to the three key factors that companies and investors
use to evaluate a company's performance and risk in relation to sustainability and ethical impact. These
factors include environmental, social, and governance considerations.

Environmental considerations include a company's impact on the natural environment, such as its carbon
footprint, resource consumption, and waste management. Companies that prioritize environmental
considerations may invest in renewable energy, reduce their use of non-renewable resources, and take
steps to minimize their carbon emissions.

Social considerations include a company's impact on society, such as its treatment of employees, customers,
and communities. Companies that prioritize social considerations may have strong labor practices, diversity
and inclusion initiatives, and ethical supply chains.

Governance considerations include a company's leadership, executive pay, and transparency. Companies
that prioritize governance considerations may have independent board members, clear policies on
executive compensation, and robust reporting and disclosure practices.

ESG Integration: ESG integration is the practice of incorporating ESG factors into traditional financial
analysis. This approach recognizes that ESG factors can have a material impact on a company's financial
performance and risk profile. By integrating ESG considerations into investment decisions, investors can
make more informed decisions that consider both financial and sustainability factors.

ESG Reporting: ESG reporting is the practice of disclosing a company's ESG performance to stakeholders,
including investors, customers, and regulators. ESG reporting can take many forms, including sustainability
reports, integrated reports, and regulatory filings.

ESG Ratings: ESG ratings are third-party assessments of a company's ESG performance. These ratings are
based on a variety of factors, including a company's ESG policies, practices, and disclosures. ESG ratings can
help investors compare and contrast the ESG performance of different companies and make more informed
investment decisions.

Materiality: Materiality refers to the significance of ESG factors in relation to a company's financial
performance and risk profile. Factors that are material to a company's ESG performance are those that are
likely to have a significant impact on its financial performance or risk profile.

Double Materiality: Double materiality refers to the intersection between financial materiality and ESG
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materiality. This concept recognizes that ESG factors can have both a direct and indirect impact on a
company's financial performance and risk profile. For example, a company's carbon emissions may have a
direct impact on its financial performance through carbon pricing or regulation, as well as an indirect impact
through reputational risk or customer preferences.

Sustainability: Sustainability refers to the ability of a company to operate in a way that meets the needs of
the present without compromising the ability of future generations to meet their own needs. Sustainability
is closely related to ESG considerations, as companies that prioritize sustainability are often those that have
strong ESG performance.

Greenwashing: Greenwashing refers to the practice of making false or misleading claims about a company's
ESG performance or sustainability initiatives. Greenwashing can undermine trust in ESG reporting and make
it more difficult for investors to make informed decisions.

ESG Data: ESG data refers to the information that companies disclose about their ESG performance. ESG
data can include information about a company's carbon emissions, water usage, labor practices, and
governance structure.

ESG Disclosures: ESG disclosures refer to the regulatory requirements for companies to disclose ESG
information to investors and other stakeholders. ESG disclosures can take many forms, including mandatory
reporting requirements and voluntary sustainability reporting frameworks.

SDGs: The Sustainable Development Goals (SDGs) are a set of 17 global goals established by the United
Nations in 2015. The SDGs are designed to address a range of sustainability challenges, including poverty,
inequality, climate change, and sustainable development. Companies that prioritize the SDGs may be more
likely to have strong ESG performance.

Carbon Footprint: A carbon footprint refers to the total amount of greenhouse gas emissions associated
with a company's activities. Carbon footprints can be measured in terms of carbon dioxide equivalents
(CO2e) and are often used as a metric for assessing a company's impact on the environment.

Circular Economy: A circular economy is an economic system that is designed to be regenerative and
restorative. In a circular economy, resources are kept in use for as long as possible, waste is minimized, and
natural systems are regenerated. Companies that prioritize the circular economy may be more likely to have
strong environmental and social performance.

Stakeholder Engagement: Stakeholder engagement refers to the practice of engaging with a company's
stakeholders, including investors, customers, and communities, to understand their concerns and
perspectives. Stakeholder engagement can help companies make more informed decisions that consider
the needs and preferences of their stakeholders.

Impact Investing: Impact investing is the practice of making investments that generate both financial returns
and social or environmental impact. Impact investing is closely related to ESG investing, as both approaches
consider sustainability and ethical impact alongside financial returns.
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Divestment: Divestment is the practice of selling off investments in companies that are deemed to have
poor ESG performance or to be engaged in activities that are inconsistent with a company's values.
Divestment is often used as a tool for promoting sustainability and ethical investing.

Climate Risk: Climate risk refers to the potential financial impact of climate change on a company's
operations, assets, and liabilities. Climate risk can take many forms, including physical risks associated with
extreme weather events and transition risks associated with the shift to a low-carbon economy.

Stranded Assets: Stranded assets refer to assets that have become obsolete or uneconomical due to
changes in the market or regulatory environment. Stranded assets can include fossil fuel reserves that are
no longer viable due to carbon pricing or regulation.

Net Zero: Net zero refers to a state in which a company's greenhouse gas emissions are balanced by
removals, resulting in no net contribution to climate change. Net zero is often used as a target for
companies seeking to address climate change.

Science-Based Targets: Science-based targets are emissions reduction targets that are aligned with the
goals of the Paris Agreement and the latest climate science. Science-based targets provide a clear and
consistent framework for companies to reduce their emissions in line with global climate goals.

Task Force on Climate-related Financial Disclosures (TCFD): The Task Force on Climate-related Financial
Disclosures (TCFD) is a global initiative established to promote climate-related financial disclosures. The
TCFD provides a framework for companies to disclose climate-related risks and opportunities in a consistent
and transparent manner.

Green Bonds: Green bonds are fixed-income instruments that are used to finance projects with
environmental benefits. Green bonds are often used to finance renewable energy projects, energy efficiency
projects, and other sustainable infrastructure projects.

Social Bonds: Social bonds are fixed-income instruments that are used to finance projects with social
benefits. Social bonds are often used to finance projects related to affordable housing, education, and
healthcare.

Sustainability-Linked Loans: Sustainability-linked loans are loans that are tied to a company's sustainability
performance. These loans often include lower interest rates for companies that meet certain sustainability
targets, such as reducing their carbon emissions or improving their labor practices.

ESG Derivatives: ESG derivatives are financial instruments that are linked to ESG performance. ESG
derivatives can be used to hedge ESG-related risks, such as climate risk, or to speculate on ESG
performance.

ESG Data Providers: ESG data providers are companies that collect and analyze ESG data on behalf of
investors and other stakeholders. ESG data providers may use a variety of sources, including company
disclosures, news articles, and social media, to assess a company's ESG performance.

ESG Analytics: ESG analytics refers to the practice of analyzing ESG data to identify trends and insights. ESG
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