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Highlights 
PSP INVESTMENTS 

Invests funds for the pension plans 
of the Public Service, the Canadian 

Forces, the Royal Canadian 
Mounted Police and the Reserve 

Force 

A diversified portfolio of 
investments in public markets, real 

estate, private equity, 
infrastructure, natural resources 

and private debt 

A global institutional investor with 
offices in  Ottawa, Montréal, New 

York and London 

One of Canada’s largest 
pension investment 

managers with C$116.8B  
in net assets* 

A diverse team of more than 700 
professionals 

  

*As at March 31, 2016 2 
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Asset Class Overview  
PSP INVESTMENTS 

PSP INVESTMENTS 
C$116.8B 

Natural Resources 
 

Natural Resources invests 
in assets that include the 
production, harvest or 
extraction of natural 
resources, such as timber 
and agricultural 
commodities. 

Private Debt 
 

Private Debt focuses on 
making direct primary and 
secondary investments in 
leveraged loans, high-yield 
bonds, mezzanine and other 
solutions in the capital 
structure for event driven 
opportunities such as 
acquisitions, refinancing, 
restructurings and 
recapitalizations.  

Public Markets and 
Absolute Return   

Strategies 
 

Public Markets is 
composed of Canadian 
equities, foreign equities, 
fixed income and world 
inflation-linked bonds. 
Investments are managed 
by both internal 
and external managers 
using a combination of 
active and index-
replication strategies. 

C$68.6B 
58.8% 

Infrastructure 
 
 

Infrastructure co-invests 
globally on a long-term 
basis, primarily in  
transportation, power 
generation and other 
public utilities. 

C$8.7B 
7.4% 

Private Equity 
 

Private Equity focuses on 
constructing a portfolio 
of fund relationships 
which provide sector 
expertise and geographic 
diversity, and seeks 
to generate long-term 
direct investments 
and co-investments. 

C$12.5B 
10.7% 

C$2.5B 
2.1% 

Real Estate 
 
 

Real Estate favours direct 
ownership and co-
investment through joint 
ventures. It relies on 
strong in-house 
capabilities, local business 
relationships and 
specialized funds to gain 
access to specific 
investment strategies.  

C$20.4B 
17.4% 

C$0.6B 
0.5% 

All figures are as at March 31, 2016. Assets under management also include cash and cash equivalents in the amount of C$3.5B/3.1%. 

58.8% 41.2% 



 Long-term investor 
 
 Extra-financial considerations 

supplement our global analysis 
 

 ESG factors are not only reputational 
risks, but also affect company value 

 
 Overall, we believe that responsible 

corporate behaviour with respect to ESG 
factors has a positive influence on long-
term financial performance 
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Why are we doing it?  
RESPONSIBLE INVESTMENT AT PSP 

Source: “Can ESG add Alpha” (MSCI, 2015) 
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ESG FACTORS AFFECT COMPANY VALUE 
 

Factors that influence 
company value 

Climate regs’ impact on energy costs is 
material and some assets are stranded 

Fines for polluting activities affect cash flows 

Poor employee relations and low social 
acceptance increase strike risk at mining sites 

Poor environmental management lowers 
issuer rating 

Locked out from government contracts due 
to corruption case 

A child labour case in the supply chain 
affected Company’s brand value  

Profitability 

Employee productivity 

Competitive position 

Liabilities 

Cost of capital 

Expected value 

Risk Examples 

Profitability 

Employee productivity 

Competitive position 

Liabilities 

Cost of capital 

Expected value 



Negative/ 
exclusionary 
screening 

Norms-
based 
screening 

Positive/ 
best-in-class 
screening 

Integration 
of ESG 
factors 

Sustainability 
themed 
investing 

Corporate 
engagement 
& shareholder 
action 

Impact/ 
community 
investing 

Delivers competitive financial returns  May deliver 
below market 
returns 

Avoids or mitigates ESG risks  

Pursues ESG opportunities  
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A spectrum of approaches 
RESPONSIBLE INVESTMENT 

Source: World Resources Institute, 2015  



 We look at deal-specific material ESG 
factors which depend on: 
 Sector 
 Region 
 

 We determine whether ESG factors 
could have a material impact on: 
 Reputation 
 Operations 
 Strategy 
 Value and investment 

performance 
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How do we do it?  
RESPONSIBLE INVESTMENT PROCESS 

 

Identification 

Monitoring  Mitigation 

Pre-investment  &   
Post-investment 
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Sound ESG practices impact financial performance  
 

PUBLIC MARKETS  

ESG integration        
(pre-investment) 

• Identify material ESG factors  
• Use available external resources and company 

information 

Active ownership  
(post-investment) 

• Proxy voting 
• Direct engagement 

Peer collaboration 
& public policy 

advocacy  

• Integrated reporting 
• Disclosure guidelines  
• Industry initiatives  
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ESG does have a financial impact 
PUBLIC MARKETS 

- NOx emissions 
- Carbon vs other air pollutants 
- Misrep. on vehicle performance 

("clean diesel") 
- Fraud / business ethics  
- Corporate governance 

E: 

S: 

G: 

Emissions scandal broke in  
September 2015 
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ESG is considered at each stage of the investment 
PRIVATE MARKETS 

Initial 
Scoping 

Due 
Diligence Investment 

Ownership 
& 

Monitoring 
Exit 

• Key ESG 
factors 
identified and 
highlighted 

 

• Formal ESG 
assessment and 
recommendation 

 

 

• ESG 
monitoring 

 
• Continuous 

improvement 

• Ensure ESG-
related 
expectations are 
covered in deal 
documentation 

 

 

• Maximize 
value 
creation 

  

Mitigate risks and maximize opportunities to create value  
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ESG integration in practice  
PRIVATE MARKETS 

E 

S 

G 

Healthcare 
Company 

• Emissions & waste (hazardous material handling) 
• Environmental management system  
 

• Employee recruitment, development &  
      engagement 
• Patient safety & quality of care 
• Pricing and billing transparency  
 

• Anti-corruption & bribery 
• Data security & patient privacy 



 ESG information  
 Buy-side requires quality information 
 Materiality is key  
 Currently, ESG disclosure practices lack standardization 
 Call for integrated reporting 

 

 Monitoring  of ESG risks and opportunities  
 Public & private markets 
 Internally & externally managed portfolios 
 

 Fixed Income  
 ESG integration process remains a  challenge 
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From an institutional investor’s perspective  
CURRENT CHALLENGES  



 We are not in a zero risk environment but we can bet on a company that has good financial 
performance and good ESG practices 
 

 Once we have covered risks, we can look to opportunities 
 

 We need information of quality when it comes to ESG disclosures 
 
 A lot has been done on the governance side; however, the social and environmental sides 

remain less clear 
 

 At PSP Investments, responsible investment expands beyond pre-investment ESG 
integration to include post-investment engagement and monitoring 

 

13 

KEY MESSAGES 
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