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Looking for sustainable investments
The growing world population
and the increasing prosperity
in many countries cause the
global demand for commodities to increase. What does
this mean for financial institutions?
More and more investors take advantage of the increase in com-

modity prices in recent years by
investing in commodity futures
markets. Many NGOs fear that these investments play a role in food
price fluctuations, which mainly
affect the poorest. Most Dutch
banks and pension funds do not
see this connection, as became
apparent in interviews that Pro-

fundo held with them for a report
written by the Dutch Agricultural
Economics Institute (LEI). In the
report, on request of the Dutch
Parliament, the LEI concludes that
there is no scientific evidence that
investments in commodity futures
influence the fluctuation of food
prices. Profundo is of the opinion
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that this conclusion is too limited,
as long as there is no scientific
explanation for how investors can
earn billions in this market without disrupting the market.
How to invest in commodities in a
sustainable way therefore remains
a major question, which Profundo
examined for F&C Netherlands.
Choosing a different commodity index is not useful. There are
hardly any differences in the level
of sustainability between commodity indices because the sustainability impact of the different types
of commodities is difficult to assess and because investing in indices has no direct impact on the
production of commodities.
Those who want to invest in commodities in a sustainable way,
could prefer to invest directly in
companies that produce, trade
and process commodities in a sustainable manner. There are, however, only a few indices and funds
on the market which focus specifically on sustainable production
of commodities. A responsible investor will therefore have to make
his own selection.

Responsible banking

Fishery

Towards the end of 2011 the
Dutch Fair Bank Guide assessed the results of its first
three years of work. In this
project Oxfam Novib, Milieudefensie (Friends of the Earth
Netherlands), Amnesty International, the Dutch Animal
Protection Society, IKV Pax
Christi and trade union FNV
Mondiaal collaborate to inspire the Dutch banking groups
to act in a more sustainable
way.
All of the 11 Dutch banking groups
surveyed for the Guide by Profundo, including NIBC and Delta Lloyd
who were added in 2011, have improved their investment policies
on some of the ten sustainability
themes (such as climate, human
rights, weapons and nature) and
the nine sensitive sectors (such
as mining, agriculture and the manufacturing industry). However,
significant differences between

Foreign trawlers are responsible for large-scale fishing on
herring, sardines, mackerel
and other species off the West
African coast. This threatens
the regional ecosystem and
the livelihoods of local fishermen.
34 of these trawlers belong to
the Pelagic Freezer-Trawler Association (PFA), an alliance of three
Dutch fishing enterprises and
their foreign subsidiaries: Parlevliet en van der Plas, Cornelis
Vrolijk/Jaczon and Willem van der
Zwan & Zonen.
At the request of Greenpeace Netherlands, Profundo investigated
these companies and their foreign
subsidiaries, which operate vessels or distribution centers. The
subsidiaries that operate the vessels yield little profits, which is

Dutch trawlers owe profits to EU aid

More transparency is crucial
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banks still remain, and many international standards have not
been incorporated in their policies. It is also not self-evident yet
that the banks apply the policies
to all forms of investments, including asset management.
If the banks put their policies into
practice is at least as important.
The banks’ clientele can still not
check this because the banks hardly give any information on many
of their investments. Profundo researched the banks’ transparency
for the Fair Bank Guide, showing
that most banks still have to do a
lot to meet the transparency guidelines of the Global Reporting
Initiative (GRI).

In 2011 Profundo also investigated investments in pig farms
(animal welfare and housing of
pigs) and in foreign land acquisition. These surveys showed that
banks often do not establish measurable goals for their business
clients regarding CSR. If they do
make CSR arrangements, these
are usually not included in credit
contracts. Banks often don’t bring
social, environmental and animal
welfare issues on the table in their
contacts with companies, neither
do they report on the number of
companies where they do raise
such issues, as the GRI guidelines
require.

Recycling

Encouraging the reuse of hard
PVC waste
Recycling PVC saves raw materials as well as energy and
reduces emissions. It is therefore encouraging to note that
the collection and recycling
of PVC in the Netherlands has
strongly increased over the
past 20 years. But used tubes,
profiles and PVC window
frames still disappear too often in waste incinerators.
Reuse is possible and has great
environmental benefits, but the
recycling loop is not fully closed
yet. Through various steps, such
as collecting, sorting and recycling, used products can find their
way back to the manufacturer
for reuse. Agentschap NL asked
Profundo to investigate how the
Dutch recycling loop for hard PVC
could be closed further. In-depth

In order to help investors in this
respect and also to generate more
financial means for sustainable
forestry, Profundo organized, in
cooperation with Nyenrode Business University, the international
conference “Boosting Investments
in Sustainable Forestry and Forest Carbon”. FMO, FSC Netherlands, IDH, African Development
Bank, FORM International and
VBDO were the initiators. The
conference brought development
banks, asset managers, pension
funds and other financial institutions into contact with companies
that develop investment funds in
the field of sustainable forestry
and forest carbon. Companies
in these markets need financial
means while for investors they offer an interesting asset class that
may not be so dependent on developments in financial markets.
Proper knowledge of the sector is
required to identify and manage
risks, however. The conference
yielded a contribution to this by
sharing knowledge and experiences and by establishing contacts.

why they are eligible for EU subsidies. But for the three fisheries
altogether, Profundo calculated a €
488 million turnover per year, resulting in an annual profit of € 55
million.
These profits appear to be highly
dependent on state support provided by the European Union (EU)
and EU member states. Between
1994 and 2010, the PFA companies received a total of € 47 million in direct EU aid, such as subsidies for vessels. In the past five
years, they also took advantage of
indirect support, including a tax
exemption on fuel and access to
West African waters on the basis of
the fisheries agreements between
the EU and Mauritania and Morocco. This indirect support amounted to an estimated € 47 to 105
million per year.

interviews with many industry
players were held to get a clear
understanding of how costs and
benefits are distributed between
the parties in the recycling loop
and to understand why some still
choose to incinerate part of the
hard PVC waste.
Several factors were identified,
including relevant rules and regulations, a limited market demand,
uncertainty, costs for the various
actors and relevant market prices.
Profundo subsequently described
several possible solutions, focusing both on the demand side and
the supply side of the market.
The report served to stimulate the
consultation with various players
in the PVC recycling loop, organized by Agentschap NL, to come
to terms on improvements.
A school of striped mackerel
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Coal

Who finances the expansion of coal mines and power plants?
Coal is an increasingly important source of energy: ten
years ago 30 per cent of all
electricity in the world was
generated from coal, today it
is nearly 40 per cent. Due to
its high greenhouse gas emissions, coal has a disastrous
climate impact. Nevertheless
coal-fired power will still continue to grow strongly in the
coming decades.
Banks and other financial institutions play an important role here,
according to a study done for
the Growald Family Fund and the
Rockefeller Brothers Fund. The
study identified the main groups
of financiers for coal mines and
coal-fired power plants in the
major world regions. This analysis yielded different campaigning
options to steer investments towards renewable energy, which
were discussed at an international
conference of coal campaigners in
Washington.

Follow-up research was done for
Urgewald and BankTrack. The
banks that, since the Kyoto Protocol came into force in 2005,
financed the largest coal mining companies and operators of
coal-fired power plants were investigated. Together, the mining
companies researched - amongst
others from China, the United
States, Australia and Eastern Europe - account for 44 per cent of
global coal production (6.7 million
tonnes). The electricity companies
researched, mostly from China,
the United States and Europe, operate 51 per cent of global coalfired power capacity (1.8 million
MW).
By supplying loans, investing in
shares and bonds and by assisting
companies in the issuing of shares
and bonds, banks play a vital role
in generating financial resources
for these companies. Since 2005,
the 93 selected banks invested
up to € 232 billion in the coal

operations of the 70 companies
surveyed. The three U.S. banks JP
Morgan Chase, Citi and Bank of
America lead the ranking.
In addition to greenhouse gas
emissions, coal mining also leads

to serious environmental pollution and social problems in the
mining countries. That is what
the Dutch Coal Dialogue between
electricity companies and NGOs
such as Cordaid and Niza is about.

Three excavators on mountains of coal
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Follow the money

Influencing non-sustainable projects
For many NGOs Profundo
makes short financial analyses of planned projects and of
companies that are wishing to
expand. These analyses allow
for timely pressure on the financiers of these companies
and projects, which often will
have a major impact on people
and environment.

In 2011 Profundo analysed for
various clients plans for nuclear
reactors (Akkuyu in Turkey, Jaitapur in India and Angra III in Brazil), the Kusile coal plant in South
Africa, hydro energy projects
(Guaigüí in the Dominican Republic and Ilisu in Turkey), oil and
gas projects (Sakhalin II in Russia,
Albertine Graben in the DRC and

several concessions in the Mediterranean Sea) and the Tampakan
copper and gold mine project in
the Philippines. Furthermore, oil
trader Trafigura, electricity company TEPCO and the mining companies BSG Resources, Vedanta
Resources and Grupo Mexico were
analysed.

Parliamentary debate

Ten parliamentary questions asked on Profundo studies
In 2011, Profundo studies provoked ten parliamentary questions in the Dutch House of
Commons.
The PvdA (Labour Party) raised
three of them: about the role of
banks in the livestock sector,
about how banks address companies that violate human rights and
about the investments of Middle
East regimes in the Netherlands.

The Socialist Party wanted to
know more about Shell’s activities in Syria and on pension fund
investments in producers of nuclear weapons and in companies
that supply arms to Libya. GroenLinks (a green leftwing party) asked questions twice about investments in cluster munitions by RBS,
the Dutch government’s banker.
This party also raised a question

NGOs

For civil society organizations (NGOs) Profundo can:
• research the involvement of financial institutions in companies and
themes
• analyse investments, supply chains and tax evasion
• assess investment policies of financial institutions
• prepare CSR profiles of companies
• give strategic advice and training
• evaluate government policies and develop lobby proposals

about the import of Colombian
coal. The Party for Animal Rights
put forward questions about the
links between Wageningen University and producers of pesticides,
referring to Profundo’s research
for a Dutch tv-documentary on
bee mortality.
Profundo investigations also led
to three motions adopted by the
Dutch Parliament.
Two motions of the ChristenUnie
and the PvdA called for a ban on
investments in cluster munitions,
for which the cabinet is now drafting a law. A motion of PvdA and
CDA asked the cabinet to organize
a roundtable with all the parties
that play a major role in the transition to sustainable energy, including financial institutions.

Arms deliveries, investments and tax avoidance
cluster munitions to Gaddafi. Gaddafi used these cluster munitions
to attack the civilian population in
Misurata in April 2011.
Many regimes remain in power
through the economic support
of Western companies. For IKV
Pax Christi Profundo therefore
analysed the largest investors in
Syria, including Shell and Total.
Their own foreign investments

Governments

For government organizations and research institutes Profundo can:
• analyse markets and sectors to identify policy options
• analyse the role of financial institutions in policy issues
• evaluate policies and financial instruments

Government regulation

CSR needs an ombudsman
For the NGOs Cordaid and Milieudefensie (Friends of the
Earth Netherlands), Profundo
examined, together with Wolf,
the possibilities for strengthening government regulations in the field of Corporate
Social Responsibility (CSR), by
profiting from current developments.
Governments should do more
to prevent companies from harming the environment and human
rights through their foreign subsidiaries or suppliers. Leaving CSR
to voluntary initiatives of companies has little effect, but tight
regulation is not feasible. This
research therefore looked into the
alternative option of establishing
a CSR Ombudsman. This Ombudsman would be an independent
and impartial body that could play
an important role in researching
and dealing with (specific) com-

plaints about the CSR policies of
companies.
Now that, since the financial crisis, the rules in the financial sector are tightened, there are also
opportunities for incorporating
sustainability criteria in financial
regulations. For Friends of the
Earth Europe, Profundo explored
different options together with
SOMO. The results are being used
for lobbying in the European Parliament and with the Basel Committee on Banking Supervision.
In a joint research project with the
Center for International Forestry
Research (CIFOR) Profundo explored this topic as well. Integrating
sustainability criteria in the financial regulations of OECD countries
can steer the development of the
biofuel sector in developing countries in a more sustainable direction.

Investors

Oppressive regimes

Early 2011 the Arab Spring
broke loose. In, amongst
others, Tunisia, Egypt, Libya,
Bahrain, Yemen and Syria, the
people revolted against their
undemocratic
regimes.
In
some countries the uprisings
have been successful, in other
countries they were brutally
knocked down or they led to a
civil war (Libya and Syria).
For Oxfam and RTL Nieuws Profundo examined how Dutch asset managers and pension funds
invested in companies that had
recently delivered weapons to
the Libyan dictator Gaddafi. For
the German organization Facing
Finance, Profundo analysed the
involvement of German banks in
the delivery of tanks to Saudi Arabia. These tanks have been used
to knock down demonstrations in
Bahrain. And for Setem we described how German, British and Spanish banks financed the Spanish
military company Instalaza, at the
time that the company delivered

For these organizations Profundo
investigated how the electricity
companies involved in the Coal
Dialogue, as well as their coal suppliers, are being financed.

also generate valuable foreign
currencies for these regimes. A
survey for RTL Nieuws showed
that many regimes in the Middle
East and North Africa invest in
the Netherlands on a large scale,
partly because of the favourable
tax climate. For the German television station SWR, we also investigated the Syrian investments in
Germany.

Demonstration against the regime in Egypt
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For institutional investors Profundo can:
• develop responsible investment policies
• screen investment portfolios on sustainability risks
• advise on various instruments for responsible investment
• select service providers such as fund managers and research providers
• identify and assess sustainable investment opportunities (impact
investing)

Cluster munitions

Ban on investments in the pipeline
A cluster bomb distributes a
large number of submunitions
over a large area, often causing many civilian casualties.
Since not all submunitions
explode instantly, worldwide
15 to 20 thousand deaths and
injuries occur per year among
civilian populations when conflicts have already ceased.
In August 2010, the Convention
on Cluster Munitions entered into
force, prohibiting the use, transit,
storage and production of cluster
munitions. Therefore more and
more banks and pension funds
avoid investments in producers of
cluster munitions, as a new study
for IKV Pax Christi and FairFin showed. Yet, we still identified 166

financial institutions from 15 different countries, that invested for
US$ 39 billion in eight producers
of cluster munitions.
Several countries have already
banned investments in cluster munitions. In response to this report
a ban was also adopted by the
Swiss parliament and the Dutch
government promised, following
a parliamentary motion, to work
on a ban as well. Since Germany
and Spain are lagging behind,
Profundo did further research for
Urgewald and Setem into the involvement of German and Spanish
banks. This spurred the largest
German bank, Deutsche Bank, to
announce that it would stop financing cluster munitions.
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