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What is ESG and Sustainability? 2

• Environmental, social and governance (ESG) factors are those considered to be 
material for a company to measure and report on, and are important to investors, 
regulators, and other stakeholders. 

• They also provide a way for companies to identify and respond to business risks and 
opportunities in a broad range of areas.

• In a business sense, sustainability is the approach taken to ensure long-term, 
shared value – both financial and non-financial for your company and your 
stakeholders. 

• In the market, the terms ESG and sustainability are often used interchangeably
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Examples of environmental, social and governance factors 3
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Source: Gartner
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Evolution of ESG thinking 4
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Source: Prudential plc
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Globally, ESG is steadily becoming the new normal 5

Private & Confidential ESG for Actuaries | September 2023

Source: Prudential plc
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Global risk sentiment reflects the increasing concerns 
stakeholders have regarding ESG normal

6
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Source: Global Risks Report 2023, World Economic Forum

• ESG issues have been 
consistently ranked by experts 
at the World Economic 
Forum as the biggest risks 
facing the world, in both the 
short- and long-term. 

• Social issues like the cost of 
living crisis dominate the short 
term view, with climate-
related events dominating 
the top four most severe risks 
over the next decade. 
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Current and emerging ESG trends and topics 7
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Source: Prudential plc
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Double materiality extends the conventional accounting 
concept of 'material'

8
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• Information disclosed by a company can be material both in terms of its implications for the company's 
financial value, as well as the company's impact on the world at large 

• Double materiality recognises that ESG issues not only affect a company's financial performance 
(financial materiality) but also have broader societal and environmental impacts (impact materiality).

• By capturing both perspectives provides insights to inform strategy development and decision-making 
processes, ensure strong governance and enable greater transparency in reporting and disclosure to 
stakeholders.
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The ESG standards & disclosure landscape 9
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• ESG rating assessments and 
disclosures give investors and 
management insights into how well 
a company is doing with regards to 
addressing ESG topics. 

• The demand for enhanced ESG 
disclosure over the past decade has 
increased and it’s been accompanied 
by exponential growth in the amount 
and types of data available.

• However the volume and variety of 
ESG rating methodologies and 
reporting frameworks and standards 
can be confusing for both companies 
and the intended audience.

Source: Onetrust
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Recent convergence of ESG disclosure frameworks 10
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• First steps being taken towards 
consolidation of the global ESG 
disclosure ecosystem

• The International Sustainability 
Standards Board (ISSB) is a 
comprehensive global baseline of 
sustainability disclosure standards which 
will sit alongside the IRFS International 
Accounting Standards Board.

• The ISSB standards have recently 
released guidance addressing two topics 
– S1 for general sustainability reporting 
(based on SASB) and S2 for climate-
related reporting (based on TCFD).

Source: Auditboard
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Consolidation amongst ESG Rankers and Raters 11
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• The large number of ESG rating 
agencies often have their own 
unique evaluation approaches 
which:

– can result in different ESG 
assessments and scores for the 
same company amongst providers

– is in contrast to the Credit Rating 
Agencies whose methodologies and 
approaches are more homogenous.

• Larger firms have been acquiring 
smaller specialist firms to improve 
their services and product 
offerings.

Source: United Nations Principles for Responsible Investment (UN PRI)
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ESG metrics increasingly used in incentives 12

• While ESG has become highly politicised, 
the principles behind the movement 
(corporate responsibility, diversity, 
sustainability, etc.) remain critical to long-
term company performance

• Companies continue to shift towards 
formal, weighted structures for ESG 
inclusion in incentive plans vs 
discretionary structures, while metrics 
are more often included in annual 
incentives (AIP) vs. long-term incentives 
(LTIP) – source: Harvard Law School 
Forum on Corporate Governance

• Including ESG in AIPs gives companies 
more flexibility in goal setting year-to 
year based on key priorities

• Actuarial assurance: Increased efforts to 
quantify ESG scorecards requires 
validation of the principles, 
methodologies, models and datasets 
used

Source: Harvard Law School Forum on Corporate Governance
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ESG and what it means for Actuaries 13

• In addition to the broader strategic effects ESG is having on 
corporations, it also has specific implications for actuarial work

• Areas where actuaries could contribute include:
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Balance Sheet Stress and Scenario Testing

ORSA integration with emerging ESG risks

Modelling Challenges 

Lack of data history | Long time 
horizons | Climate risk modelling 

Insurance Risk Impacts

Impact of climate, new diseases, pollution on 
morbidity and mortality | Lapse, mass lapse 
due to mass involuntary migration

Responsible Investments 

Resolving potential conflicts between fiduciary 
duty to clients and responsible investment 
mandates | From Policyholders’ Reasonable 
Expectations to Societal Reasonable Expectations

ESG Metrics in Incentives

Development and assessment of strategic 
ESG metrics in annual bonuses and long 
term incentive plans | Actuarial validation
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Thank You

Sanchit Maini
Group Chief Financial and Sustainability Risk Officer, Prudential plc 

Sanchit.p.maini@prudential.com.hk
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