Reporting global developments

FAMILY OFFIces
financing sustainability
Encouraging demand and transparency in climate finance
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foreword

Burying your rubbish in the ground is effectively burying your head in the sand.
You might think you have avoided the problem because you cannot see it, but you
know it is there, and will have to be deal with it sometime.
The world, led by the younger generation, is finally waking up to the dangers of
climate change that exist, and demanding action to mitigate them. This presents
some great investment opportunities and private wealth, through family offices,
should be looking to take advantage of them.
Over the years I have enjoyed investing in “clean water”, “recycling”, “renewable
energy” and many other projects. I shall continue to do so, not just because the
sector is potentially very rewarding, but because my children, who are in that
under-40 age bracket, demand it for their and their own children’s future.
The pressure is on and governments, unfortunately, will not be able to cope, which
leaves the private wealth sector in the driving seat (of electric cars, of course). I am
delighted to see Guernsey leading the way with its green finance initiative. Family
offices will require a well-regulated, transparent and user-friendly environment to
invest through, and Guernsey definitely fits the bill.
I hope this will help and encourage more family offices to invest in this sector.
Stephen Lansdown CBE
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Why is Guernsey a
centre of fintech
excellence?

Image: Guernsey coastline
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Paris Agreement
In April 2016, 175 nations representing 88% of global greenhouse gas emissions
ratified or acceded to the Paris Agreement.
The agreement aims to strengthen the global response to the threat of climate change,
in the context of sustainable development and efforts to eradicate poverty, by

Holding the increase
in the global average
temperature to well
below 2C above
pre-industrial levels.

Increasing the
ability to adapt to
the adverse impacts
of climate change
and foster climate
resilience.

Making finance flows
consistent with a
pathway towards
low greenhouse
gas emissions and
climate-resilient
development.

The agreement will be implemented to reflect the principle of common but
differentiated responsibilities and respective capabilities.
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summary
Globally there is clearly insufficient capital finding its way into climate change
mitigation projects and despite the massive policy, political and populist push in
recent rhetoric, owners of significant private wealth, family offices and individuals

A third of family
offices have a goal of
measurable social or
environmental returns
from their investments.

appear to be only partially committed to green and sustainable finance. While it is

Frances Watson
Partner, Mourant

“twin confidences” – are still both required to catalyse a potential modal shift in

Guernsey Green Finance
launch event, January 2019

seen as a laudable investment, and a natural development of the “philanthropist
disbursement” of private wealth, owners of significant private capital, family
offices and individuals, remain to be fully convinced of the merits of the “green
asset class”. Our research clearly highlights that greater confidence in returns
and greater confidence in the “greenness” of the underlying investment – the
deployment of private capital to climate finance.
Family offices
However, green and sustainable finance has obviously found itself on the investment
agenda of private wealth and family offices. Family offices which invest sustainably
are choosing companies, organisations and funds which generate measurable social
and environmental impact, alongside a financial return. Our research found that an
enhanced prospect of improved returns would encourage a significant number of
investors to pursue green investments.
Younger generation is driving investment
The demand for green and sustainable investments is being led by the under-40s
and millennials, who have greater environmental credentials and want to align
their investments with their personal values and priorities. Our research suggests
that an overwhelming majority of clients in these age groups are seeking to invest
responsibly, either in sustainable projects or green funds, and would like their
professional advisers to take a lead in raising the subject or creating awareness.
Greater clarity of green credentials
Trust in green and sustainable investment products is also key to unlocking private
capital investment. A green and sustainable private capital framework – akin to a
form of regulatory accreditation or certification, aligned with international principles
– would provide confidence to the majority of respondents in our survey, and
would be a significant factor in their investment decisions.
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introduction
Aligning investment with climate change goals is a vital piece of the puzzle in
tackling climate change. Finance matters – both public and private finance – in
fighting climate change. It is almost four years since the Paris Agreement (COP
21) committed to combatting climate change with one of its three long-term goals
a commitment to “making finance flows consistent with a pathway towards low
greenhouse gas emissions and climate resilient development”.

I think finance has a unique ability to play a transformative role in driving
this and offering practical ideas, and we need the right governance, the
right risk management, the right data, willing investors, and enabling
finance centres.
Sir Roger Gifford
Chair UK Green Finance Institute
Guernsey Funds Forum, May 2019

Arguably, with the public interventions from David Attenborough, Extinction
Rebellion, and Greta Thunberg, there has been no bigger issue in 2019 than
climate change. Yet, despite the avalanche of this publicity, the degree of
global investment in climate change mitigation continues to fall far short
of what is required. According to the Climate Finance Leadership Initiative’s
report, “Financing the Low-Carbon Future”, the investment in clean energy
globally last year contributed to mitigation of 214 megatons (Mt) of greenhouse
gas emissions, yet global emissions arising directly from increased energy
demand, due to global economic growth, increased by 1.25 gigatons (Gt). Or
viewed another way, global investment in clean energy has averaged around
$300 billion per annum over the last decade, compared to the estimated
$2.4 trillion required annually from 2016 to 2030 to meet the IPCC’s 1.5°C target.
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As a leading centre for green finance and a specialist in servicing private wealth,
Guernsey is well positioned to take the temperature of attitudes to sustainable
finance among the owners of significant private capital and their advisers.
Research published by Guernsey Finance earlier this year indicates that
private capital has become a “go to” source of funds for specialist and
intermediate managers, and that same research also indicated that those
managers were giving consideration to broadening their investment horizons
to include a greater degree of green and sustainable investments. In order to
gain greater insight into green and sustainable finance in the private wealth
sphere, Guernsey Green Finance commissioned Dr Stuart Gibson of Gibson
Strategy to conduct independent research among owners and advisers of
private wealth, based in London and the Channel Islands.
Earlier this year, Dr Stuart Gibson undertook two rounds of research with some
20 owners of significant private wealth, individuals and family offices, with an
estimated combined net worth of some £25 billion, together with about 60
professional advisers. Supplemented by material developed through the
course of the year through the work of the green finance working group,
the results of these two snapshots form the central content of this report.
Historically, individuals have been prepared to invest in environmental,
social and governance (ESG) strategies for positive environmental behaviours,
driven by philanthropic principles rather than potential return. Today green
and sustainable investment is more profitable and UHNW individuals and family
offices can fulfil their philanthropic concerns and make a return. While wealthy
families can invest directly in green and sustainable initiatives, they are also able
to access green and sustainable funds that meet strict ESG criteria, and offer a
positive return.
Previous research has indicated that there is a wall of private wealth waiting to
be unlocked that can act as a potential source of finance to fund the mismatch
between required and actual investment. The purpose of our research and
study was to ascertain what could be the potential keys to triggering this.
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“Transitioning”
from philanthropy
to sustainability
Philanthropy, a traditional activity of private wealth, remains key for many family
offices, but green and sustainable investment is becoming more important, especially
where family wealth is being restructured for intergenerational wealth transfer, where
the different imperatives and values of younger generations take effect.
While sustainability is rising up the agenda, these individuals and family offices
are not necessarily looking to replace their philanthropic initiatives with green
and sustainable investment. Participants stated that the types of philanthropic
causes they care about do not always lend themselves to investment funds,
and indeed it was clear in conversations that it was recognised that many of
their more philanthropic concerns will not result in a financial return.
However, green and sustainable investing is part of the portfolio mix, and wealthy
families will allocate capital into investments that have an environmental impact
with a financial return. The extent to which this influences their decisions around
their philanthropic initiatives depends on what their philanthropic objectives are,
and what can be achieved through a sustainable investment strategy.
Further, some wealthy families are trying to express their philanthropic views
through social investing and there is more emphasis on green investing.
“Underlying investments aren’t necessarily so different but sometimes the
motivating force to which of those categories to seek out has changed,”
said one investment adviser.
The current extent of green and sustainable investing depends largely on the
family – its origins, history and culture, whether they have a mission statement,
and a value statement for supporting sustainability. “Every family office is different,
they will be driven by their history and their culture,” said one adviser.
Green and sustainable investing is more at the forefront of mind among younger
owners of wealth. It is clear that generational perspectives are different.
“They believe they can make a difference by investing responsibly either directly
in sustainable projects or through green funds,” one adviser told us. “Family offices
which are investing in sustainability are investing in companies, organisations and
funds with the purpose of a financial return, alongside generating measurable
social and environmental impact.”
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It is very common that family office philanthropy may have green aspects
to it, some form of asset allocation in green. As younger family members
start to manage the wealth, they are investing in what they are interested
in and is important to them.
Annette Alexander
Partner, Carey Olsen
Guernsey Green Finance launch event, January 2019

Owners of private wealth suggested to us that professional advisers,
such as wealth and asset managers, should do more to take the lead in
driving the understanding of the topic subject, and take greater responsibility
in creating the awareness.
Further, as organisations they need to be embedding the principles of ESG
or PRI (principles of responsible investment) themselves.
“It’s going to become pretty obvious that you’re just getting a sales pitch as
opposed to having something deeper by way of connected or shared values,”
said one HNWI.
Private wealth professionals stated that green finance is evolving slowly, and while
it is capturing the imagination of family offices, levels of understanding of the topic
remain low. For instance, while many respondents, when prompted that green
finance in itself a good thing, agreed – “it is extremely important, we all have a
responsibility in looking after our society,” was a common response – very few
were aware of the back story of the United Nations’ Sustainable Development
Goals, and few were able to correctly estimate the scale of the issue to hand
(ie, correctly determine the Intergovernmental Panel on Climate Change [IPCC]
goals and targets, or the order of the scale of investment required).
Previous public reports have stated that the expected wealth transfer over the
next couple of decades is substantial – Merrill Lynch estimating the figure to be
as high as $40 trillion – and many respondents cited such reports in support of
an expectation of significant future flows into green funds. “It is very much a longterm narrative, but I think the core values are there,” said one adviser.
“From a client perspective, I certainly think that the appetite is there, and times
are changing. There is old money, and there is new money, and if you look at
the younger generations, I think there’s far more initiative to focus on what we
are doing on the planet, and how sustainable that is into the future. There’s a lot
more focus on what that means for future generations.”
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research results
The conventional wisdom is that green and sustainable investing is purportedly
becoming increasingly more important to owners of significant private capital,
especially where family wealth is being restructured for inter-generational wealth
transfer. Philanthropy and sustainability are rising up the agenda and are key
concerns of the younger generation, the millennials of ultra-wealthy families.
The amount of wealth transfer over the next couple of decades is considered
substantial and the number of 20 to 30-year-olds who will inherit wealth is
significant. If this generation are going to be applying their sustainable principles
to the way in which their funds are managed and structured, we should see
significant flows into green funds.

There was no real push by the industry post-the Kyoto Protocol [from
1997] and in fact a real reluctance to put principles ahead of profits. Now
industry professionals are beginning to see this investment is proving to
be more profitable – long-term profitable – than shorter-term investing.
There is an increasing acceptance that this is something you can make
money out of. You can’t just count immediate profit – but also the longerterm impact on the environment.
Tim Clipstone
Group Partner, Ogier
Guernsey Green Finance launch, January 2019

The following results either mildly contradict that narrative, or further underpin
the point that the release of private capital into green and sustainable investment
strategies hinges of a future transfer of wealth. An existential question is whether
such a transfer can come soon enough to make a meaningful contribution to
fighting climate change?
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What proportion of your wealth is invested specifically in sustainable or in
green assets?

Don’t know

9%



0-10%

45%



11-25%

34%



26-50%

7%



50%+

4%



Are you considering increasing your asset allocations in these areas?
Perhaps this is the most surprising result of all. Despite climate change dominating
the global policy agenda in recent years and a clear push from governments and
financial service regulators to bring sustainable investing to the fore, only half of
owners of wealth queried suggested that, going forward, their allocation to this
asset class would increase.
This result seems to fly in the face of populist opinion and neither does it reconcile
with the views of the professional advisers, nor among professional managers
we ourselves surveyed earlier this year. In our report on private equity and green
 Yes (51%)

finance we reported “approximately three-quarters of respondents indicated

 No (49%)

that they [or their clients] had increased their exposure to green and sustainable
investments over the last three years. More encouraging still, our respondents
were unanimous in indicating that their firm is looking to increase their exposure in
the future.”
Counter-intuitively, this “result” seems to have changed little over the course of
the year, with our research being undertaken in two separate tranches – at the
beginning of quarter one and towards the end of quarter two – and does not
reconcile with the views of professional advisers, who suggest that a clear majority
(though perhaps not as sizeable as one might have pre-supposed, being broadly
just a 55/45 split) believe that their clients are looking to move their investments
“towards more green, sustainable solutions”.
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Are your clients looking to move towards more green/sustainable finance
solutions?

There has been some
interesting research
out in the last year
or two on intergenerational transfer,
and everything we
are hearing from
millennials indicate
they will invest
differently in ESG
matters.

 Yes, definitely (13%)
 Yes, a little (39%)
 Not that I’m aware of (44%)
 Definitely not (4%)

Richard Burrett
Chief Sustainability
Officer, Earth Capital
Guernsey Funds Forum,

If you are seeing this as a trend, in which age group does it apply most?

May 2019

 Under 40 (72%)
 40 - 50 (16%)
 50 - 60 (7%)
 Over 60 (5%)

Family offices who invest sustainably choose to invest in companies,
organisations and funds with the purpose of generating measurable social
and environmental impact alongside a financial return. Green and sustainable
investing is at the forefront of their minds – especially for millennials who believe
they can make a difference by investing responsibly either directly in sustainable
projects or through green funds.
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What are the factors you are seeing in increased green and sustainable
investment? (Select all which apply)
Family decision-makers getting younger with greater environmental credentials
60%
Green investing in fashion
36%
Returns have improved in recent years
30%
Desire to save the planet
52%
Concerns for the next generation
64%
Policy maker driven
18%

Investors today are asking two questions – how is my investment impacting
climate change, and how does climate change impact my investment?
Sir Roger Gifford
Chair of the UK Green Finance Institute
Guernsey Funds Forum, May 2019

One adviser stated: “You have the patriarch or matriarch who historically set up
these structures, and beneficiaries who are now becoming adults in their own
right, who are wanting a say in what happens with the trust, whether it be from
an investment perspective or more broadly. What we’ve found is the younger
generation, the millennials, are more interested in ethical type of investing, more
green type of investment, than their parents would have been, that does seem to
be a trend.”
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One professional shared: “UHNW families are concerned with ethical investing, it is
not just no tobacco, it has to have the right carbon footprint and things like that. We
can actually put those together and there is demand for that.”

Green investing is a
battle of hearts and
minds. Our hearts
tell us we should
do this – our heads
have told us there
now is demand
from consumers.
If companies are
not sustainable
and adhering to
reasonable criteria,
they get a lower
multiple. We think it
will potentially allow
above-average
returns than those
companies who
ignore these trends.

Pleasingly for Guernsey perhaps, many advisers commented that the island’s
environment was supportive of the trend towards green and sustainable investing.
”It is very much a long-term objective, but I think the core values are there and I
think that as an island we’re treating those seriously,” said one.
Underlining the slightly contrarian nature of our findings, the majority of those
expressing an opinion stated that they were not looking for a better platform to
facilitate investment in green and sustainable investments. Indeed, fewer than half
of those questioned said they sought greater accessibility of green investment
products. But almost paradoxically, more than half of those questioned said they
wanted to see greater clarity of green credentials.
Are you looking for a better platform to invest in green investments?

 Yes (39%)
 No (61%)

Jeremy Alun-Jones
Chief Operating Officer,
ADM Capital
(Manager of the Cibus Fund,
the first Guernsey Green
Fund, May 2019)

What are the factors which would assist you in pursuing green investment?
Greater accessibility of product
40%
Greater clarity of green credentials
58%
Enhanced prospect of improved returns
71%

Our findings indicate that the prospect of improved returns would encourage
a significant majority to pursue green investments, a salient reminder of the
imperative of return. Despite the populist rhetoric – be it saving the planet, the
icecaps or the polar bears – this result makes it clear that when it comes to
investments, the number one concern for the owners of private wealth and their
advisors is preservation and growth of capital.
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green frameworks
Considering the green and sustainable imperative, and the necessary deployment
of public and private capital in order to fulfil it, there are both altruistic and selfish
motives for a financial investment to be considered green. A green investment may

A lot of people are
worried about not
ticking boxes – we’re
failing consumers
by not having
the appropriate
benchmarks.
Katherine
Garrett-Cox CBE
CEO Gulf International
Bank UK

require the deployment of additional resources and mitigating further risks and
considerations.
Without a widely-recognised taxonomy against which to verify and certify green
and sustainable products, services or company practices, it is difficult and costly to
distinguish legitimate projects from those merely packaged to attract investment –
so called ‘green washing’.
The result is that trust in all companies is undermined, investor confidence in
green and sustainable investments is reduced, and the resulting environmental
benefits forgone. Recognising this, our respondents were unanimous in their belief
that transparent verification and certification of green and sustainable investment
would catalyse investor demand.

City Week, May 2019

How important is it to have trust in the product when pursuing green and
sustainable investing?

 Very important (78%)
 Important (19%)
 Not so important (3%)

Trust in green products is key to unlocking the demand for green and sustainable
investment and providing the confidence to invest. The need for transparent
verification or certification of green investment products has been highlighted in
our research.
More than three-quarters of investors and managers believe that having regulatory
assurance, certifying the green and sustainable credentials of an investment fund,
is important, and 82% indicated that this would be a factor in their investment
decision. Alignment of the regulatory assurance with international principles
was important to 83% of investors/managers. A similar percentage would gain
investment confidence provided by regulatory assurance.
A lot of people are worried about not ticking boxes – we’re failing consumers by
not having the appropriate benchmarks.
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How important would a regulatory wrapper certifying the green and
sustainable credentials of an investment fund be in your decision to invest?

The Guernsey
Financial Services
Commission has
been really supportive
of green finance,
and we believe that
regulation is the key
to mobilising capital
into green finance.
The development of
credible standards
is so important
to reassure and
protect investors.

 Very important (28%)
 Important (41%)
 Not so important (22%)
 Not at all important (9%)

How important would it be for that

Would you gain confidence

regulatory assurance to be aligned

in a green product with a clear

with international principles?

signature of verification?

 Very important (32%)

 Yes (83%)

 Important (51%)

 No (17%)

William Mason
Director General, GFSC

 Not so important (10%)
 Not at all important (7%)

With the Guernsey Green Fund, we are looking to create a global
benchmark, a standard where investors have confidence in the assets
due to strength and robustness of the verification and certification
process. We are looking to transpose our leadership from the regulated
fund space across to the unregulated environment and create a
framework that is similarly robust and transparent for private capital.
Dr Andy Sloan
Chairman Guernsey Green Finance
Guernsey IOD Convention, 2019
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Conclusions
Private capital and family wealth is an increasingly important source of funds for
investment, yet despite 2019 being perhaps the year of climate finance, capital
from private wealth and family offices is not yet flowing freely to the sector.
Significantly more capital is finding a home in green investments, driven by the
increased concerns of the younger generation of wealth owners, but greater
confidence in returns and greater confidence in the “greenness” of the underlying
investment – the “twin confidences” – are both required to catalyse a modal shift
in deployment of private capital to climate finance.
More focus is needed in relation to engagement with investment managers
and investors on the aims of green and sustainable finance, and the benefits of
investing responsibly in terms of investment returns and alignment with climate
change goals and objectives.
A framework for private capital in the unregulated space, analogous to the
Guernsey Green Fund regulatory framework, which provides confidence to
investment managers and investors, is key to unlocking the flow of investment
capital from private investors, family offices and private equity into the green and
sustainable investment space.

We are transforming society through green finance – I do believe in the
power of money to change the way that we live.
Sir Roger Gifford
Chair of the UK Green Finance Institute
Guernsey Funds Forum, May 2019
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Transforming Society
Through Finance
Sir Roger Gifford, former Lord Mayor of London and Chair of the London Green
Finance Initiative, was the keynote speaker at the Guernsey Funds Forum in
London in May 2019. This is an edited version of his address to the conference.
These past few weeks have been an extraordinary time for climate discussion
and green finance. We have even seen green issues knock Brexit off the top
spot of the news.
We’re on a journey and still very early on that journey, but so much is happening.
We are transforming society through green finance – I do believe in the power of
money to change the way that we live.
Assessing the economic risk of climate change is necessary. It has taken some
time for consensus to form the right way forward. Carbon dioxide hangs around
for a long time, far beyond the normal decision-making horizon.
And there is a fundamental problem of market failure when the societal costs of
climate change emissions don’t get taken into account.
No-one today needs to take responsibility for the long-term consequences
beyond their urgent traditional short-term decision-making horizon. Dare I say it,
that is traditional capitalism, and it represents a clear area of market failure, where
governments can make a difference through taxes and politically-mandated limits.
Disclosure standards on climate change risk are only the beginning. What’s
important is how each company uses the disclosure to change the way it operates,
and this gives us, the investors and lenders, the ability to get really stuck in.
Green is no longer just for environmentalists, and it is no longer a marginal
financial product. We’re absolutely not talking about compromising margin –
if you compromise margin, this will never fly. This is about risk mitigation
and commercial opportunity.
We are looking to find financial solutions to global challenges, and to transform
the way we behave financially.
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Investors today are asking two questions – how is my investment impacting
climate change, and how does climate change impact my investment?
There is the potential for market transformation. We are seeing different types
of purpose-led finance – finance with a clear beneficial purpose behind it.
And I believe strongly in global coordination between different sectors. This isn’t
really a competition between London, Guernsey and Paris, this is a global problem
that we have around climate change, and we have to solve it through discussions
and sharing best practice.
There are many challenges, speed bumps and red lights on the road ahead.
Actions in society and that the financial community are taking today are almost
unrecognisable from where we were a few short years ago, and we are led to
believe we are rapidly running out of time.
I think finance has a unique ability to play a transformative role in driving this
and offering practical ideas, and we need the right governance, the right risk
management, the right data, willing investors and enabling finance centres.
Thank you Guernsey, for what you are doing.
Is it right that Guernsey and London could work together? Absolutely – handin-hand, joined up in every possible way. The problems we’re facing are crossborder. If we get the solutions right between us, then the funds flow will be so
much greater. It has always been good between Guernsey and the UK, we work
well together, we can do exactly the same in green, and we should work together.
Sir Roger Gifford
Chair of the UK Green Finance Institute
Guernsey Funds Forum, May 2019
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Why Guernsey?
Guernsey, as a longstanding and respected international finance centre, and a
leader in the private wealth and alternative investment fund sectors, provides
a choice of bespoke investment structures, together with the supporting
experienced on-island service providers needed.
Guernsey is a leading global centre of sustainable finance, at the forefront of
the development of green finance. Guernsey launched the world’s first regulated
green fund regime in 2018 and TISE GREEN, a dedicated green segment on
Guernsey’s securities exchange, was created later that year. Home to an
extensive sustainable finance ecosystem, more than $150 billion AUM by
managers committing to PRI principles are administered in Guernsey.
Guernsey Green Finance is a strategic initiative that drives the island’s green and
sustainable finance strategy, bringing together government, industry and regulator

FINANCE

to a common purpose – the development of green and sustainable finance.
Guernsey Green Finance is developing a framework for the investment of private
wealth, seeking to transpose the benefits of the strengths of the Guernsey Green
Fund regulatory regime, transparency and trust, to the private capital sphere.
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Research Methodology
This research study employed both qualitative and
quantitative research methods.
Some 20 owners of private wealth and family offices,
with a combined net worth of some £25 billion, were
interviewed in-depth, along with some of their service
providers, over the course of February to May 2019.
In addition, a quantitative survey was carried out with
more than 40 family offices and corporate services
providers across the full spectrum of financial services,
in early summer 2019.

Gibson Strategy is a business consulting firm specialising in
research, education and strategy consulting in the global financial
services industry; we have a team of business consultants and
experts, which through a collaborative approach with our clients,
improves their performance and co-creates value in their business.

WE ARE GUERNSEY is the brand under which Guernsey Finance
promotes the island’s financial services sector internationally.
The agency conducts marketing, communications and business
development on behalf of its public and private sector stakeholders.
The agency also employs representatives in London, Dubai,
Hong Kong and Shanghai.
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weareguernsey.com
+44(0) 1481 720 071

info@weareguernsey.com

Guernsey Finance, PO Box 655, St Peter Port, Guernsey, GY1 3PN

Please recycle me

70% of the wood used in creating this brochure
is recycled material, with the remaining 30%
from a ‘controlled/sustainable’ wood forest
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