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PADM-GP 4320
Environmental, Social and Governance (ESG) Investing
FALL 2024

[bookmark: Instructor_Information]Instructor Information
· Paula Luff
· Email: pel9413@nyu.edu
· Office Hours: After class through 9:00 pm ET or Friday’s 8:00-10:00 (virtual) by appointment

[bookmark: Course_Information]Course Information
· Location: 194 Mercer Street, Room 304 (Location, Washington Square)
· Schedule Course meeting day and times: 10/24/2024-12/12/2024 6:45 pm-8:25 pm
· Materials: There is no assigned textbook for this course. Students will be required to read a number of articles ahead of class meetings for in-class discussion. be available on Brightspace. Making Work Matter, by Nancy McGaw is strongly recommended pre- reading for the last session, but not required. The book is available on Amazon and at the NYU Bookstore.

[bookmark: Course_Prerequisites]Course Prerequisites
Core-GP.1021 Financial Management for Public, Non-profit and Health Organizations PADM-GP.2311 Social Impact Investment (suggested but not required)

[bookmark: Course_Description]Course Description
The term ESG was first coined by the UN Global Compact in 2004. It refers to the incorporation of environmental, social, and governance factors into investment analysis. Rather than a type of style of investing, ESG analysis is a valuable lens to assess how companies manage risks and take advantage of opportunities to generate revenue, enhance their competitive advantage, lower their cost of capital (borrowing costs), and improve their security prices (stocks and bonds).
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This course will explore the evolution of ESG investing from impact-first to returns-first strategies and cover the evolution of corporate ESG disclosure. We will also delve into divergent viewpoints on the role of business in society, the merits of ESG as an investment tool, and the evolving regulatory environment.

Students will deepen their knowledge of impact and ESG and gain practical skills in ESG analysis from the company and investor perspectives.

[bookmark: Assessment_Assignments_and_Evaluation]Assessment Assignments and Evaluation
Letter Grades
Letter grades for the entire course will be assigned as follows:

	Letter Grade
	Points

	A
	4.0 points

	A-
	3.7 points

	B+
	3.3 points

	B
	3.0 points

	B-
	2.7 points

	C+
	2.3 points

	C
	2.0 points

	C-
	1.7 points

	F
	0.0 points




[bookmark: Student_grades_will_be_assigned_accordin]Student grades will be assigned according to the following criteria:

· (A) Excellent: Exceptional work for a graduate student. Work at this level is unusually thorough, well-reasoned, creative, methodologically sophisticated, and well-written. Work is of exceptional, professional quality.

· (A-) Very good: Very strong work for a graduate student. Work at this level shows signs of creativity, is thorough and well-reasoned, indicates strong understanding of appropriate methodological or analytical approaches, and meets professional standards.

· (B+) Good: Sound work for a graduate student; well-reasoned and thorough, methodologically sound. This is the graduate student grade that indicates the student has fully accomplished the basic objectives of the course.

· (B) Adequate: Competent work for a graduate student even though some weaknesses are evident. Demonstrates competency in the key course objectives but shows some indication that understanding of some important issues is less than complete. Methodological or analytical approaches used are adequate, but student has not been thorough or has shown other weaknesses or limitations.

· (B-) Borderline: Weak work for a graduate student; meets the minimal expectations for a graduate student in the course. Understanding of salient issues is somewhat incomplete. Methodological or analytical work performed in the course is minimally adequate. Overall performance, if consistent in graduate courses, would not suffice to sustain graduate status in “good standing.”

· (C/-/+) Deficient: Inadequate work for a graduate student; does not meet the minimal expectations for a graduate student in the course. Work is inadequately developed or flawed by numerous errors and misunderstanding of important issues. Methodological or analytical work performed is weak and fails to demonstrate knowledge or technical competence expected of graduate students.

· (F) Fail: Work fails to meet even minimal expectations for course credit for a graduate student. Performance has been consistently weak in methodology and understanding, with serious limits in many areas. Weaknesses or limits are pervasive.

Weighting of Assignments:
Attendance will be taken during each class session. Participation counts as 10% of the final grade. This means that students must attend class sessions, complete assigned readings ahead of class, and turn in all assignments on time. I expect you to ask questions, raise issues, and actively participate in class discussions.

	[bookmark: _GoBack]Assignments
	Weight

	Bio
	10%

	Week 2 Reflection
	10%

	Week Three Article Review
	10%

	Mid-term Assignment
	30%

	Final Assignment
	30%

	Class Participation
	10%



[bookmark: Late_Submission_Policy_for_Assignments]Late Submission Policy for Assignments
Extensions will be granted only in case of emergency, out of respect to those who abide by deadlines despite equally hectic schedules. Late submissions without extensions will be penalized 20% per 24-hour period.

[bookmark: Overview_of_the_Semester]Overview of the Semester
Week 1: October 24, 2024. Introductions, Syllabus Review, Origins of ESG

Assignment: Students will submit a bio (up to 500 words) by Monday, October 21, including what they hope to get out of this course. The bio should be no longer than one page in length, single-spaced in Times New Roman 12-point font.

Readings:
1. Who Cares Who Wins, UNGC
2. From SRI to ESG The Changing World of Responsible Investing
3. GIIN Core Characteristics of Impact Investing
4. A Friedman doctrine—The Social Responsibility of Business is to Increase its Profits.

Week 2: October 31, 2024. ESG and the Corporation. The history of corporate responsibility/sustainability practice and disclosure.

Assignment: By Monday, October 28, students will submit a reflection on the social responsibility of business, supporting Milton Freidman’s point of view that businesses should focus on generating profits and returns for shareholders, not social responsibility.

The reflection should be no shorter than one page and no longer than two pages, in single- spaced Times New Roman 12-point font. It should include citations of secondary sources, if used, summarize Freidman’s main points, and explain your reasons for supporting his views. Students should be prepared to discuss their work in class.

Readings:
Students should spend an hour or two to quickly familiarize themselves with the following sustainability reporting frameworks in advance of class:
SASB: https://sasb.ifrs.org/
TCFD: https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf GRI: https://www.globalreporting.org/
CDP: https://www.cdp.net/en

Creating Shared Value, How to reinvent capitalism-unleash a wave of innovation and growth, Michel E. Porter and Mark R. Kramer, Harvard Business Review January-February 2011.

Week 3 November 7, 2024: ESG in the Investment Context. Does ESG matter? Presentation of a company case. Discussion of mid-term assignment

Assignment: Students should read any three of the articles listed below. By Monday, November 4, Students will submit a one-half to one-page, single-spaced Times New Roman 12- point font reflection on one article of their choosing. The reflection should be structured as follows: (1) Title and author of the article, (2) a summary of the main points of the article, (3) an assessment of the strengths/weaknesses of the author's points, and (4) personal reflections addressing the key points in the article.

1. Does ESG matter and Why?
2. Serafeim First Evidence of Materiality
3. 17 Years of MSCI ESG Ratings and Long-term Corporate Performance
4. Cornerstone Capital Investing for Impact and Performance
5. McKinsey 5 ways that ESG Creates Value
6. Eccles Materiality of the SDGs

Week 4 November 14, 2024: Corporate Engagement for Change. Engine Number One and Exxon
Readings:
1. NYU Stern Case Study – The Campaign to Reenergize Exxon Mobil

Mid-term Assignment Due Friday, November 15. Company Analysis. This assignment involves an evaluation of a company. Each student will prepare a memo of five to seven pages (double-spaced, Times New Roman font 12-point font) that identifies ESG-related issues that a company is facing. Students are expected to thoroughly research ESG-related issues and provide comprehensive solutions that could be actionable by company management and/or the board of directors. The paper should include the following sections:
Company Description- Describe the company, when it was founded, where it operates, its customers, how it generates profits (what it produces), and the makeup of its leadership and board. Please describe the company's peer set/competition.
Sustainability Approach- How does the company approach sustainability? Has it conducted a materiality assessment? Does it produce a sustainability report? Is there evidence of sustainability risks/opportunities in company investor materials, annual reports, and financial disclosures? What are the key factors facing the company. How have they performed on these factors over time? Have they set sustainability targets?
ESG analysis and recommendations: Describe how you would engage with the company. Which ESG factors would you prioritize for management and why? Provide a recommendation to the company’s senior leadership and board that includes advice on improving the firm’s ESG performance. A minimum of five sources are required, all of which need to be cited and footnoted. The company options are Meta, Gap Inc., or Duke Energy. Students should be prepared to discuss their key findings in class on November 21st.

Week 5: November 21, 2024: The ESG backlash and the rise of ESG regulations. Overview of the ESG backlash and possible causes and the rise of ESG disclosure regulations in the US and other jurisdictions. Discussion of final assignment due December 12, 2024.

Readings:
1. The Secret Diary of a Sustainable Investor
2. ESG is Beyond Redemption, May it RIP.
3. Gas Guns and Governments: Financial Costs of Anti-ESG Policies

Week 6 December 5, 2024: December 5 Reframing the ESG Discussion: From Disclosure and Risk Management to Value Creation. Panel Discussion with Thomas Kamei, Co- portfolio manager, Counterpoint Capital, Morgan Stanley Asset Management; Heidi DuBois, Global Head of ESG and Strategic Initiatives, AEA Investors.

Readings:
1. Culture Quant Framework, Thomas Kamei

Week 7: ESG and Work: ways to integrate sustainability into your career. A fireside chat with Nancy McGaw, Aspen Institute Business and Society Institute (TBC)

Recommended Reading:
1. Making Work Matter, by Nancy McGaw

Final Paper due December 12: Investment analysis. This assignment is the corollary to the company assessment mid-term assignment. Students will be expected to evaluate a company’s ESG performance and make a recommendation to an investment firm’s Chief Investment Officer regarding a proposed investment in the company. An Excel worksheet will be posted to Brightspace for students to complete. In addition to the worksheet, each student will draft a three to five-page memo, double-spaced, in New Roman point 12 font, describing the company’s main ESG issues and performance, how they perform compared to peers in their industry, and how ESG issues could adversely or positively impact the company’s value, and 3- 5 areas for further engagement with management. Students may choose from the following companies: AES, Occidental Petroleum, or United Airlines. As with the midterm assignment, A minimum of five sources are required, all of which need to be cited and footnoted.

[bookmark: Brightspace]Brightspace
All announcements, resources, and assignments will be delivered through the Brightspace site. I may modify assignments, due dates, and other aspects of the course as we go through the term with advance notice provided as soon as possible through the course website.

[bookmark: Academic_Integrity]Academic Integrity
Academic integrity is a vital component of Wagner and NYU. All students enrolled in this class are required to read and abide by Wagner’s Academic Code. All Wagner students have already read and signed the Wagner Academic Oath. Plagiarism of any form will not be tolerated and students in this class are expected to report violations to me. If any student in this class is

unsure about what is expected of you and how to abide by the academic code, you should consult with me.

Use of AI
Generative AI tools may be utilized in this course, provided that all instances of such use are clearly cited along with the corresponding prompts.

[bookmark: Henry_and_Lucy_Moses_Center_for_Student_]Henry and Lucy Moses Center for Student Accessibility
Academic accommodations are available for students with disabilities. Please visit the Moses Center for Students with Disabilities (CSD) website and click the “Get Started” button. You can also call or email CSD (212-998-4980 or mosescsd@nyu.edu) for information. Students who are requesting academic accommodations are strongly advised to reach out to the Moses Center as early as possible in the semester for assistance.

[bookmark: NYU’s_Calendar_Policy_on_Religious_Holid]NYU’s Calendar Policy on Religious Holidays
NYU’s Calendar Policy on Religious Holidays states that members of any religious group may, without penalty, absent themselves from classes when required in compliance with their religious obligations. You must notify me in advance of religious holidays or observances that might coincide with exams, assignments, or class times to schedule mutually acceptable alternatives. Students may also contact religiousaccommodations@nyu.edu for assistance.
[bookmark: NYU’s_Wellness_Exchange]NYU’s Wellness Exchange
NYU’s Wellness Exchange has extensive student health and mental health resources. A private hotline (212-443-9999) is available 24/7 that connects students with a professional who can help them address day-to-day challenges as well as other health-related concerns.
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