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A Differentiated Approach to ESG

Copernicus Monument, Warsaw, Poland Image source: www.inyourpocket.com

What interests us about Mikolaj Kopernik (better known by the Latin 
spelling Nicolaus Copernicus) is that he trusted his own observations 

instead of accepting what “everyone” thought to be true.
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Our Plan Today:

• ESG is important
• ESG is not black and white
• A passive approach to ESG is sub-optimal, 

thoughtless, potentially dangerous
• Give examples as to why
• A constructive approach should prove profitable as 

well as positive



Source: www.mrss.com Source: www.cnbc.com
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Berkshire Hathaway Meeting, 2007



Companies that integrate ESG into their business models may be 
able to sustain a competitive edge

Source: www.itcandor.com 6



The Power of Independent Thought
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“The test of a first-rate intelligence 
is the ability to hold two 
opposed ideas in mind 

at the same time and still 
retain the ability to function”

-F. Scott Fitzgerald



Global ESG Inflows Are Massive: 2020 was a Record Year for ESG Flows
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Passive is Growing Quickly, Particularly in the U.S.

Especially in the U.S. Active is still more popular in Europe
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As Of Q4 2020, There were 4,153 Sustainable Funds Globally and 70 
Different ESG Ratings Agencies

Source: Morningstar Source: Research Affiliates
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According to a BlackRock Survey, 
Most Investors care most about the ‘E’ in ESG 

11



How do ESG Funds Allocate capital?
Many ESG Funds Rely on Rating Agencies

Source: MSCI 12

Industry Representative 
ESG Fund
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ESG Ratings Vary Considerably.  
Which Score Should One Use to Invest? 

Source: Research Affiliates LLC, Bernstein
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Often ESG Ratings Fail to Capture Materiality
(Love That) Dirty Water—The Standells

Source: Financial Times

Solvay Plant near 
beach in Rosignano

Solvay’s plant 
discharges waste 

into the sea.



How Does Kopernik Integrate ESG?  Through Rigorous 
Thought and Effort

• Kopernik is a UNPRI signatory

• Send letters to companies we own every year

• Vote our proxies, differing from ISS when appropriate

• Engage with management teams to understand ESG risks

• Integrate ESG risks into company valuation relying on independent 
analysis

15



Technology Has No Doubt Changed How We Live



But is there Also a Downside to this Innovation?

17



But Is There Also a Downside to This Innovation?
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Not To Mention….Technology’s Egregious Governance Practices…
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Company Stock Compensation as % of 
Annual Revenue

Annual Stock Compensation 
(USD millions)

Snapchat 40% $686

Uber Technologies 33% $4,596

Snowflake 30% $78

Workday 24% $859

Atlassian 19% $313

ServiceNow 19% $313

Zoom Video Communications 12% $73

Autodesk 11% $362

Salesforce.com 10% $1,785

Shopify 10% $159

Broadcom 10% $2,185

Vmware 9% $1,017

Vertex Pharmaceuticals 9% $361

Pinduoduo 9% $370

Nvidia 8% $844



$5,000

$7,000

$9,000

$11,000

$13,000

$15,000

$17,000

$19,000

$21,000

Dec-98 Jun-99 Dec-99 Jun-00 Dec-00 Jun-01 Dec-01 Jun-02 Dec-02 Jun-03 Dec-03

Nikkei Index
Dec 1998 – Dec 2003

$60

$70

$80

$90

$100

$110

$120

$130

Dec-71 Mar-72 Jun-72 Sep-72 Dec-72 Mar-73 Jun-73 Sep-73 Dec-73 Mar-74 Jun-74 Sep-74 Dec-74

S&P 500 Index
Dec 1971 – Dec 1974

 $2,000

 $2,200

 $2,400

 $2,600

 $2,800

 $3,000

Dec-88 Mar-89 Jun-89 Sep-89 Dec-89 Mar-90 Jun-90 Sep-90 Dec-90

Dow Jones Industrial Index
Dec 1988 – Dec 1990

We’ve Seen This Before
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The NASDAQ Isn’t Pricing in Susceptibility
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Consumer Staple & Discretionary Products Add Convenience to Our Lives
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But There is a Cost
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The Cost to the Oceans
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Nestle vs. First Resources and Golden Agri
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Not all farming is the same

26

Many Palm oil companies have signed onto the “No Deforestation, No Peat and No Exploitation Policy”.

Golden Agri is close to achieving 100% traceability

Palm Oil has one of the highest yield per hectares compared to other edible oil crops, making it more land 
efficient.



Nestle vs. First Resources and Golden Agri

27

First Resources Limited is a Singapore-based palm oil producer. 
The Company is involved in cultivating oil palms, harvesting the 
fruit bunches, and milling them into crude palm oil (CPO) and 
palm kernel. The Company operates through two segments: 
Plantations and Palm Oil Mills, and Refinery and Processing.

Golden-Agri Resources is a Singaporean palm oil company. It is listed on the Singapore 
Stock Exchange since 1999. In May 2015, its market capitalization was $4.1 billion. 
Franky Widjaja, of the Sinar Mas family is its CEO. 

Nestlé S.A. is a Swiss multinational food and drink processing 
conglomerate corporation headquartered in Vevey, Vaud, Switzerland. It is 
the largest food company in the world, measured by revenue and other 
metrics, since 2014.

Source: Bloomberg
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Agriculture Provides Fresh Food all around the world
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Astarta vs. Starbucks

29

Starbucks Corporation is an American multinational chain of coffeehouses and roastery reserves 
headquartered in Seattle, Washington. As the world's largest coffeehouse chain, Starbucks is seen to 
be the main representation of the United States' second wave of coffee culture.

Astarta Holding is a Ukrainian agricultural and industrial holding company. The company has been listed on Warsaw 
Stock Exchange since 2006. Its main producing assets are located in Poltava, Vinnytsia and Khmelnytskyi oblasts.
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Financials Play a Central Role in a Functioning Economy as an 
intermediary between Spender and Saver

30

Doesn’t it make them better citizens? Doesn’t it make them better customers? You…you said…what’d 
you say just a minute ago? They had to wait and save their money before they even ought to think of 
a decent home. Wait! Wait for what? Until their children grow up and leave them? Until they’re so old 
and broken-down that they...Do you know how long it takes a working man to save $5,000?” 

-George Bailey to Mr. Potter



But…

Multiple globally operating banks fined for manipulating 
LIBOR

Panama Papers: Large banks found to have helped the 
wealthiest evade taxes via illegal offshore shell corps.
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Most CEOs of US banks neither were laid off nor resigned as a result of the financial crisis.
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Advances in Health Care Technology Have Helped People’s Lives

Hemophilia treatments have extended life expectancy close to 6 decades
Source: Hemophilia News Today

Advances in screening and therapies have led to better 
treatment of breast cancer Source: AL.com
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But Healthcare Costs in the U.S. are Out of Control and Fraud is Rampant
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Prescription Drug Costs are Particularly Egregious

Source: Kaiser

Source: Altorum
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Pharmaceutical companies are not pricing in regulatory risk
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Source: Bloomberg



Utilities/Energy 
including hydrocarbons Touches Many Parts of Our Everyday Life 

Source: International Association of Oil & Gas Producers
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Everyday technologies aren’t possible without some form of energy
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But There Are Clear Costs: Emissions are Very Problematic

Source: NASA

Source: Ivanhoe Mines
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Each Energy Source has Positives and Negatives



The World is Bullish on Alternative Energy: Alternative Energy ETF (RENIXX) is up 
4x since 2016 while uranium is up slightly, and natural gas is down

“Unfortunately, few people realize how energy intensive the “green transition” will be.
As a result, much (if not all) of the carbon savings will be undone by generating the
power in the first place.”

- Goehring and Rozencwajg, 4Q 2020

“Early wind turbines are failing at much higher rates than expected, suggesting a 20 year
useful life may be too long. Similarly, PV solar facilities are noticing higher performance
degradation than expected…Given the huge upfront energy needs of wind, solar and
batteries, any performance disappointment could mean the difference between
moderate carbon savings and net increases in carbon.”

- Goehring and Rozencwajg, 4Q 2020

Further, wind and solar are incredibly land intensive and create a lot of waste.
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Source: Bloomberg
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Ørsted vs. EDF vs. RusHydro
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Électricité de France S.A., commonly known as EDF, is a
French multinational electric utility company, largely owned 
by the French state.

RusHydro is a Russian hydroelectricity company. As of early 2012 it has a capacity of 
34.9 gigawatts. It is the world's second-largest hydroelectric power producer and is the 
country's largest power-generating company and the largest successor to RAO UES. 

Ørsted A/S is a Danish multinational power company based in Fredericia, 
Denmark. It is the largest energy company in Denmark. The company 
adopted its current name on 6 November 2017.

Source: Bloomberg



Industrials: hard to imagine life without many of modern life’s 
manufactured products
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The market Cap of Autos is Up
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Guangshen vs. Tesla

44

Tesla, Inc. is an American electric vehicle and clean energy company based in Palo Alto, California. 
Tesla's current products include electric cars, battery energy storage from home to grid scale, solar 
panels and solar roof tiles, as well as other related products and services.

Guangshen Railway Co., Ltd. is the operator of Guangzhou-Shenzhen Railway, the 152-kilometre railway link 
between Guangzhou and Shenzhen in Guangdong, China. The company is engaged in railway passenger and freight 
transportation between Shenzhen and Pingshi and certain long-distance passenger transportation services.
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But There are Environmental Costs to Industrial Activity.  And, 
Governance Can Be Lacking…

45

• Despite having negative free cash flow, 
American Airlines bought back $11.8bn 
worth of treasury stock between 2014-
2018.

• Insiders were selling during this time

• American Airlines received billions of 
dollars in 2020



NFTs and SPACs

46

Source: Forbes



Materials

Source: Ivanhoe Mines 47

Building just a single 100MW 
wind farm requires ~30,000 
tons of iron ore, 50,000 tons 
of concrete, 900 tons of 
plastics

There are no computers without 
copper



Transitioning to a Green Economy Requires A Lot of Materials
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Mining and Processing of Materials Can Have an Impact on the 
Environment and the Communities

49

“Well the good old days may not return, and rocks may melt and the sea may burn.” 
– Tom Petty



Source: Advances in Civil Engineering

Mining Companies Have Reduced the Number of Accidents and 
Provided Important Community benefits

The Number of Tailings Dam 
Disasters has Decreased 

Significantly Over the Years

Source: TheAtlas

Source: U.S. 
Department of Labor

Safety has improved greatly



Dave and Alissa at Ivanhoe’s 
Kamoa-Kakula Copper mine, 
Democratic Republic of the Congo, 2019

sustainable farming, financed by Ivanhoe’s Community development efforts
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Conclusion
In Summary

It should be clear that ESG…

• Is important

• Is not black and white

• Engaging with companies could enact positive changes

• Shunning stocks and other forms of ‘virtue signaling’ likely won’t 
affect positive change 

• A thoughtless approach to ESG leads to massive market 
inefficiencies 

52

“If I go and buy oil drillers, or if I buy Exxon, if I buy their shares on the secondary market, I haven’t given them any money.
The people who use oil have funded them, by driving cars, flying in planes and using plastics”

-Dillan Grice in the market NZZ
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