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“Infrastructure is a cornerstone of future 
economic development. Assets such as smart 
grids, storage and fibre networks are becoming 
critical to support the development of energy 
transition, urban mobility and the digitisation 
of services. We established our infrastructure 
finance platform in 2015. This was in response to 
client demand for access to more predictable and 
secure cashflows in their portfolios.”
Charles Dupont, Head of Infrastructure Finance 
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Infrastructure and ESG

Arguably infrastructure investing has been compatible with ESG,  
even before ESG was recognised as a term. Due to the private nature 
of the investments and the long-term holding period, sustainability 
from an environmental, social and governance perspective has always 
been important to understanding risk. In particular, the Schroders 
infrastructure debt scorecard analyses 48 micro risk criteria, 13 of 
which specifically relate to ESG. For our clients this means ESG will 
systematically be considered, rated and incorporated into every 
investment decision for each investment we consider.

The world faces intensifying challenges as 
environmental tensions grow, populations age 
and urbanise, and wealth and consumption 
increases. Addressing these challenges will 
require a rebuilding of the physical fabric of 
the global economy. Many governments are 
in challenging fiscal positions and traditional 
sources of financing (banks) are constrained. 
Elements of infrastructure will benefit from the 
necessary increase in investment to address 
intensifying social and environmental challenges.

Infrastructure projects and companies are core 
to the growth and prosperity of economies, 
creating jobs and delivering essential services to 
the communities that they serve. A study by the 
Economic Policy Institute estimates that each 
$100 spent on infrastructure boosts private  
sector output by $13 (median) and $17 (average) 
in the long run1.

Certain segments of the infrastructure sector can 
also play a key role in building a greener future 
and help combat climate change by supporting 
more energy efficient or environmentally friendly 
ways of producing energy. For example:

– The investment into, and development of, 
renewable energy projects

– Carbon friendly transportation such as  
electric vehicle charging stations

– Devices to measure and more efficiently  
use energy 

– Public transportation facilities that  
reduce individual carbon footprint.

Unfortunately, infrastructure is not always fully 
and adequately served by traditional banking 
institutions. Recent developments in the Basel 
regulations, for example, places more onerous 
capital requirements on long-dated infrastructure 
loans as well as for financing that does not 
have clear investment grade quality. As a result, 
traditional banks are more hesitant to lend than 
before resulting in lower volumes and/or less 
attractive financing. As infrastructure investors 
we aim to fill this gap and provide our clients with 
access to the predictable, long-dated cashflows 
that infrastructure projects can provide, as well  
as selecting best assets on their individual merits. 

Moreover their long economic lives, relatively 
long debt horizons and the ‘buy and hold’ 
approach to infrastructure investing make it 
imperative that any project or company we 
invest in will be run sustainably and under 
strong governance for the long-term, ideally 
also contributing to improving the sustainability 
profile of a region. As such there is full alignment 
between the investment objective of aiming 
for an attractive risk-adjusted return and the 
requirement of more and more investors to 
explicitly consider sustainability when investing. 

After all, sustainability is at the heart of our credit 
analysis and an inherent part of our DNA as 
infrastructure debt investors.

 1 ‘The potential macroeconomic benefits from increasing infrastructure investment’, 
Economic Policy Institute, July 18, 2017. 1ESG and Infrastructure Finance



Source: The UN, Sustainable Development Goals

UN Sustainable Development Goals

In 2015, the UN released its Sustainable Development Goals.  
They believe these 17 Goals are the blueprint to achieve a better  
and more sustainable future for all. The UN hopes to achieve each  
Goal and target by 2030:
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Supporting UN Sustainable Development Goals

Schroders’ infrastructure debt strategy aims to support many of the 
Goals via investment into key infrastructure sectors.
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Investments

Infrastructure investment

Provided a €40 million loan to a French water company servicing more than 6,700 
municipalities through the production, treatment, supply and management of 
drinking water services. In addition, the company contributes to the provision 
of clean water via the collection and treatment of waste water and treatment of 
by-products.

Provided a €30 million loan to the largest manager of Spanish solar farms.  
We also advised on a €55 million equity investment into a portfolio of French  
solar panels, assisting with providing clean energy in Europe.

Provided a €25 million loan to a French rail operator that actively contributes to the 
reduction of inequalities and the creation of economic growth and employment 
opportunities. The company has developed several funds with an annual budget 
of more than €300,000 to support 18 projects that fight exclusion and help people 
in difficult circumstances. Additionally, there is a socio-economic monitoring 
committee that assesses the impact of the project on local economic development.

Provided a €44 million loan to a French district heating company. District heating 
is a system of distributing heat, that is generated from a central source, through 
a system of insulated pipes for residential and commercial heating.  It is currently 
considered to be the most environmentally friendly way to heat buildings.

Provided a €55 million loan to a German rolling stock company. In the European 
Union, the transportation sector is the largest contributor to energy-related 
carbon emissions (28.3%). Importantly, the rail sector only accounts for  
c. 2% of this. In fact, rail generates close to four times lower carbon emissions  
per tonne-kilometre than road as displayed below. 

Source: European Court of Auditors.
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In 2018 Schroders supported several Goals via the following 
investments:

Source: Schroders, as at January 2019
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Our ESG philosophy

ESG is central to Schroders in its role as a long-term investor and 
integral to how we discharge our fiduciary duties. Schroders has  
had dedicated ESG resources since 1998. We were an early signatory 
to the UN Principles for Responsible Investment (PRI) and have 
obtained the highest attainable score for the PRI’s annual assessment 
for the last four years2.

We believe that any infrastructure business, 
whatever its size, needs to have healthy 
relationships with its stakeholders in order 
to thrive. This includes employees, suppliers, 
customers, the environment, regulators and 
the communities in which it operates. These 
stakeholders assume different degrees of 
importance according to the company’s  
specific business activities. We believe that 
strong governance and oversight of these 
stakeholder relationships is in the best interests 
of the company, its investors and founders.  
By integrating these ESG considerations into  
our investment process, we expect to see 
stronger long-term risk-adjusted returns.

Our ESG policy and practices reflect the 
experience and knowledge that we have built 
up in the infrastructure sector and the specific 

needs and considerations of infrastructure 
companies. We utilise a detailed scorecard that 
analyses the most material ESG considerations, 
monitor projects and companies throughout the 
life cycle of our investment and provide ongoing 
reporting that quantifies the impact we are 
having and how our investments are performing 
from an ESG perspective.

Schroders’ Sustainable Investment team 
produces thematic research on emerging 
sustainability trends and has an extensive 
network and access to third party resources. 
The Sustainable Investment team continues to 
support, and collaborate with, several industry 
groups, organisations and initiatives such as 
the PRI, Carbon Disclosure Project, European 
Sustainable Investment Forum and ShareAction, 
amongst others.

2 PRI, 2017, 2018 and 2019 Assessment Report 

$60bn
Ethically screened Assets Under 
Management (11.2% of total AUM)
Source: Schroders, as at July 2019

  
 A+
UN PRI annual assessment
Source: PRI, 2015, 2016, 2017, 2018 and 2019 Assessments Reports

20+ years
ESG integration

17
dedicated ESG specialists
Source: Schroders, as at July 2019
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We view our mission as providing financing for infrastructure  
projects and companies that engage in their activities in a sustainable 
manner. We operate with high ethical standards, in a socially 
responsible manner, in keeping with the 48 micro risk criteria used  
to determine the credit quality of investments considered. We ensure 
that our borrowers understand these expectations and aim to make  
a positive impact for all stakeholders involved.
Our infrastructure platform is structured as a French domiciled and regulated Alternative 
Investment Fund Manager “AIFM”. As such we are bound by the French obligations in terms of 
ESG reporting criteria (article 173), for the fund and the fund management company, that are 
considered amongst the most advanced in the European market. This further ensures our clients 
get timely and relevant information on the impact of ESG on their investments.

With regards to the investment process itself, sustainability is built into the process from the 
bottom up and top down, more specifically:

A multi-dimensional approach to fully  
integrate ESG in investment decisions

Exclusions 
First and foremost we may exclude investments due to the business model or sector. For example 
we have rejected investments into coal-fired power plants, biomass power plants where biomass 
was supplied from non-sustainable sources, nuclear plants and shale gas projects based on ESG 
concerns. In addition we undertake strict Anti-Money Laundering (AML) / Know Your Customer (KYC) 
checks on the ultimate beneficiaries of the asset and have rejected investments where we found the 
ultimate beneficial owner had a history of corruption.

Quantitative assessment 
As mentioned above, our infrastructure debt scorecard analyses 48 micro risk criteria for each and 
every investment we make, and of those 13 directly relate to ESG factors, as shown below.

Macro risk criteria Micro risk criteria (13 ESG-related criteria shown)

Demand / Volume 

Price

Operation and maintenance Social climate

Technology

Health, safety and environment Health & safety policy
Environmental risk likelihood

Environmental risk impact
External surveillance

Investments / Construction

Regulation and country Political instability
Consensus on regulation

Sovereign risk

Sponsor
Quality of shareholders
Investment horizon
Governance

Experience in the sector
Local stakeholder

Capital structure

Financial structure

Source: Schroders.

Having these factors embedded into our scorecard means they form an integral part of the 
credit assessment and ultimately determine whether we will invest into a given asset.
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A multi-dimensional approach to fully 
integrate ESG in investment decisions

Example of ESG initial 
analysis included in our 
quarterly reports
Environment policy

A solar power company (Company A) is 
committed to identifying, evaluating, mitigating 
and avoiding the negative impact of their 
projects on the local and global environment, 
and, more importantly, ensuring that the 
projects benefit the environment. 

They intend to set up various procedures to 
educate senior management on environmental 
matters, implement an environmental 
management system and make sure 
environmental “Performance Standards” set 
by the World Bank and other international 
institutions are outperformed. The Sponsor 
also makes sure that its partners follow their 
environmental policy chart and undertakes 
regular audits to ensure the environmental 
management system set by the group  
is respected. 

In 2017, Company A installed the largest 
solar plant in (Country X). In exchange, it has 
launched a large mitigation plan consisting 
of planting 3,800 trees to ensure local species 
continue to thrive. 

Social policy

Company A has set a social policy that must be 
complied with by all employees and partners 
of the group. The Sponsor is committed to 
identifying, evaluating, mitigating and avoiding 
the negative impact of the projects on the 
communities and cultures within which they 
operate but, more importantly, ensuring that 
social and developmental activities are fostered 
to enrich these communities. 

The Sponsor has set a number of rules for 
employees and partners to comply with.  
The objective is to create a socially responsible 
work environment that will outperform the 
standards set by the World Bank and other  
well-known international institutions. 

The Sponsor is involved in charity projects 
throughout the globe, for example, a recent 
contribution to a school in South Africa.

Governance

Company A has set a governance policy chart 
to promote three main principles: integrity in 
action, fairness in conduct and respect for all. 
This policy chart organises the responsibilities 
of each management structure and procedure 
to allow all employees to report any deviance. 
It requires partners to respect this policy and 
undertakes regular audits.

Example of ESG ongoing 
monitoring included in our 
quarterly reports
ESG monitoring

A rail operator (Company B) released official 
data demonstrating energy savings of 33% 
after the first season of operating a new cooling 
system for maintaining requisite temperatures 
in its region. The operator saved (X) GWh and 
approximately €(Y) in 2017, equivalent to saving 
enough electricity to run 1,000 households. 

The newly-released data from the operation of 
the new cooling system will dramatically boost 
Company B’s sustainability efforts which, to date, 
have been recognised with its fifth consecutive 
certification from the UK’s Carbon Trust Standard 
for a further (Z)% decrease of its carbon footprint 
in 2015-2016 compared to 2012-2013.

Qualitative assessment & ongoing monitoring
In addition to the quantitative assessment, a section of each investment proposal is dedicated to 
ESG and discussed systematically and considered for each. This analysis is included in our quarterly 
reports and lays the foundations from which we conduct ongoing monitoring to ensure the 
transaction remains compliant with ESG principles. We monitor ESG performance systematically 
throughout the lifecycle of the investment and report any findings in our quarterly reports. 

We have provided below examples of recent transactions. Some data and information has been 
removed for confidentiality purposes.
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Investment into infrastructure assets can go beyond ESG compliance 
and move into the impact investing arena, with a clear objective to 
assisting the UN meet its Sustainable Development Goals. Schroders 
aims to be at the forefront of this movement by targeting sectors and 
projects with a positive social or economic impact. We are committed 
to integrating ESG into our investment process to ensure the assets 
we select are of the highest possible quality.

Conclusion
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Key risks of  
infrastructure debt

Interest rate risk for fixed-rate instruments:  
interest rate volatility may reduce the performance of fixed-rate 
instruments. A rise in interest rates generally causes prices of fixed-
rate instruments to fall

Deterioration of the credit quality of the bond:  
caused by a change in the market environment (for commercial 
activities) or a change in law/regulation (for all infrastructure 
activities)

Risk of issuer default:  
a decline in the financial health of an issuer can cause the value of its 
bonds to fall or become worthless

Prepayment risk:  
the capital may be repaid by the borrower before reaching maturity

Exchange rate risk:  
where assets are denominated in a currency different to that of 
the investor, changes in exchange rates may affect the value of the 
investments

Illiquid and long term investment risk: 
due to the illiquid nature of the underlying investments, an investor 
may not be able to realise the invested capital before the end of 
the contractual arrangement (which is likely to be long term). If 
the investment vehicle is required to liquidate parts of its portfolio 
for any reason, including in response to changes in economic 
conditions, the investment vehicle may not be able to sell any 
portion of its portfolio on favourable terms or at all

Capital loss:  
the capital is not guaranteed and investors may suffer substantial or 
total losses of capital

Greenfield risks:  
in contrast to ‘brownfield’ investments, investments in ‘greenfield’ 
infrastructure assets expose investors to additional risks, in 
particular construction risk (e.g. construction delays, cost overruns, 
etc.) and deployment risk (e.g. capital being deployed in several 
instalments during construction period rather than upfront for 
brownfield investments)

Trade cancellation risk:
trades and settlements are made on a bilateral, negotiated basis. A 
last-minute trade cancellation can occur in the absence of standard 
trade and settlement processes via clearing houses

Service provider risk:
investments can be at risk due to operational and administrative 
errors, or the bankruptcy of service providers.
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@schroders
schroders.com

Schroder Investment Management Limited
1 London Wall Place, London EC2Y 5AU, United Kingdom
T +44 (0) 20 7658 6000  

Important Information: this document is strictly for 
professional investors or advisors only and not for 
redistribution.
The views and opinions contained herein are those of the 
Infrastructure Finance team, and may not necessarily 
represent views expressed or reflected in other Schroders 
communications, strategies or funds.
The data contained in this document has been sourced by 
Schroders and should be independently verified before  
further publication or use. 
Past performance is not a guide to future performance and 
may not be repeated. The value of investments and the 
income from them may go down as well as up and investors 
may not get back the amounts originally invested. 
The material is not intended as an offer or solicitation 
for the purchase or sale of any financial instrument. The 
material is not intended to provide, and should not be 
relied on for, accounting, legal or tax advice, or investment 
recommendations. Information herein is believed to be 
reliable but Schroder Investment Management Limited does 
not warrant its completeness or accuracy. No responsibility 

can be accepted for error of fact or opinion. Reliance should 
not be placed on the views and information in the document 
when taking individual investment and/or strategic decisions. 
The forecasts included in this document should not be relied 
upon, are not guaranteed and are provided only as at the date 
of issue. Our forecasts are based on our own assumptions 
which may change. We accept no responsibility for any errors 
of fact or opinion and assume no obligation to provide you 
with any changes to our assumptions or forecasts. Forecasts 
and assumptions may be affected by external economic or 
other factors. 
Issued by Schroder Investment Management Limited (SIM), 
1 London Wall Place, London EC2Y 5AU. Registration No. 
1893220 England. Authorized and regulated in the UK by the 
Financial Conduct Authority (FCA). SIM has notified the FCA as 
its home state regulator that it intends to conduct activities 
on a cross-border basis from its branch in France. SIM has a 
branch passport for France and services passports under the 
Markets in Financial Instruments Directive (MiFID) in various 
EEA countries. Please see the FCA register for further details. 
INS05830. CS1073.




