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Overall Evaluation of the Green Bond  

NatWest Markets (NWM) commissioned ISS-oekom to assist with its ESG Product Framework by 

assessing two core elements to determine the sustainability quality of the product: 

1. NWM’s ESG Product Framework – benchmarked against the International Capital Market 

Association's (ICMA) Sustainability Bond Principles (SBPs). 

2. RBS’ (NWM’s parent company) sustainability performance according to the ISS-oekom ESG 

corporate rating. 

 

NWM ESG Product Overview 

This Framework seeks to enable the raising of funding to support investment in assets with a high 

ESG rating (ESG Assets, as defined in the Use of Proceeds section, Page 5). The ESG Assets represent 

liabilities of issuers who are assessed by ISS-oekom, as independent third-party expert, to have met 

a certain standard in ESG performance and reporting. 

The structure of the Framework has been derived from the ICMA Sustainability Bond Guidelines, 

which encompass both the ICMA’s Green Bond Principles and ICMA’s Social Bond Principles. This 

helps provide a level of robustness and transparency, in line with market expectation. 

In making investment decisions this Framework scrutinises an organisation’s holistic application of 

ESG standards across their operations rather than focusing on earmarked projects with green1 

and/or social benefits2. The Use of Proceeds sections of the respective ICMA guidelines are not 

directly applicable and the Use of Proceeds section in this document has been tailored to reflect the 

nature of the investments being made. Through this Framework NWM intends to support entities 

whose entire operations are run to the highest ESG standards for their industry. This is assessed 

through a broad range of environmental, social and governance principles, rather than the nature of 

a specific project or initiative. 

1) Use of Proceeds 

2) Process for Investment Evaluation and Selection 

3) Management of Proceeds 

4) Reporting 

5) External Review 

Through the establishment of this Framework, NWM aims to: 

• Promote best in class ESG policies and outcomes by facilitating debt market access and 

liquidity for high-ESG rated organisations 

• Support a high ESG portfolio of financial institution and agency bonds as part of the overall 

treasury portfolio, with a particular focus on development banks 

• Offer NWM customers the ability to invest in a broad range of ESG-linked liquidity and 

funding products 

 

Initially this Framework will apply to short term debt instruments. Over time the intention is for this 

Framework to apply across a range of prospective liquidity and funding products for NWM.  

                                                             
1 Climate change mitigation; climate change adaptation; natural resource conservation; biodiversity conservation; and pollution prevention and control (source 2018 ICMA GBPa). 
2 Providing and/or promoting: affordable basic infrastructure (e.g. clean drinking water, sewers, sanitation, transport, energy); access to essential services (e.g. health, education and 

vocational training, healthcare, financing and financial services);affordable housing; employment generation including through the potential effect of SME financing and microfinance; 

food security; and socioeconomic advancement and empowerment (source 2018 ICMA SBPa). 
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ISS-oekom ASSESSMENT SUMMARY 

 

 

 

 

 

 

 

 

 

SPO SECTION SUMMARY EVALUATION 

Part 1: 

Performance 

against the 

Sustainability 

Bond Principles 

NWM has defined a formal concept for its ESG Investment 

Product regarding: use of proceeds; processes for project 

evaluation and selection; management of proceeds and 

reporting. The overall process outlined by NWM is aligned 

with the SBPs.  However, by virtue of the product not 

being a single bond but an investment tool focusing on the 

ESG credentials of bond issuers, there are elements of the 

SBPs for which there is no alignment. 

For the use of proceeds criteria, there is no assurance the 

bonds issued will align with the specific environmental and 

social categories set out by the SBPs. This is a potential 

area for future improved alignment with the SBPs.  

Nevertheless, the nature of the issuers being Prime does 

ensure the overall ESG risk of the bonds is reduced, with 

independent research showing that a fund of Prime 

companies would be 2 degrees compliant to 2050. 

Partial 

alignment 

Part 2: 

Issuer 

sustainability 

performance 

The issuer (based on its parent company, RBS Group) 

shows a very good sustainability performance, classified as 

‘Prime’ within the methodology of the ISS-oekom 

Corporate Rating.  

It is rated 37th of 265 companies within its sector as of 

22.05.2019. 

This ESG Product Framework aligns strongly with NWM’s 

(and RBS’) overall strategy, demonstrating a highly 

positive ESG trajectory. Due to the efforts around this ESG 

Product Framework, NWM’s ESG performance and 

standing is improved. 

Status:  

Prime 

 

Rating:  

C 

 

Prime threshold: 

C 
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ISS-oekom SPO ASSESSMENT 

PART I: SUSTAINABILITY BOND PRINCIPLES 

The Sustainability Bond Principles (SBPs) provide guidance to issuers of sustainability bonds across 

four categories: Use of Proceeds, Process for Project Evaluation & Selection, Management of 

Proceeds and Reporting.  

Although this ESG Product Framework contemplates short term liquidity products rather than a a 

bond, the SBPs provide a clear and robust benchmark against which the product can be assessed. As 

such, the analysis provides value to ascertain the general management, oversight and consideration 

of the ESG Product Framework to ESG criteria. 

 

Use of Proceeds 

An amount equivalent to the proceeds raised under this Framework will be allocated to investments 

in ESG Assets.   

“ESG Assets” are financial institution and agency bonds issued by borrowers marked as “ESG 

Prime” by ISS-oekom, where the Exclusion does not apply. 

Exclusion: the Bond or Issuer does not meet the RBS environmental, social and ethical risk 

management standards or energy lending policies (as described in the Introduction). 

Through applying one clear, credible and long-standing ESG rating metric NWM intends to be highly 

transparent in the formation of its ESG Asset portfolio.  

ISS-oekom provides corporate and country ESG research and ratings that enables its clients to 

identify material social and environmental risks and opportunities, including through advisory 

services. The ESG Prime score is awarded by ISS-oekom to issuers that “meet specific minimum 

requirements in corporate ratings and achieve the best ESG scores among their sector peers”. The 

metric has been in existence since 2005 and takes into account up to 100 different rating factors, the 

majority of which are sector-specific. Currently 17% of ISS-oekom’s rating universe is rated ESG 

Prime – including organisations such as the European Investment Bank, KfW, African Development 

Bank and the European Bank for Reconstruction and Development (Source: ISS-oekom, May 2019).  

This investment in ESG Assets will facilitate development of a portfolio of bonds issued by highly ESG 

rated companies as part of NWM’s overall treasury portfolio. Alongside general liquidity 

management, the treasury portfolio is used to meet regulatory liquidity requirements that NWM is 

required to maintain. The treasury portfolio contains among other instruments securities issued by 

governments as well as deposits with central banks.   

In making allocation decisions, NWM’s objective is to build a portfolio of ESG Assets issued by 

qualifying financial institutions and agency issuers in either the primary or secondary markets, with a 

particular focus on development banks. While it is the intention to hold such instruments to 

maturity, it may be necessary at any time to sell them for risk management, operational liquidity or 

regulatory reasons. If this occurs, the unallocated proceeds will be deployed in line with the criteria 

set out in the Management of Proceeds section. 
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Opinion: ISS-oekom considers the Use of Proceeds as aligned with the SBPs in that it outlines the 

sustainability criteria that the proceeds that will make up the portfolio need to comply with. Certain 

elements of this SBP criteria are not fulfilled as it requires direct alignment with specific 

environmental and social categories laid out by ICMA. The Framework demonstrates an alignment of 

the Use of Proceeds with general ESG criteria by virtue of the issuers all being considered the top ESG 

performers of their respective sectors (i.e. Prime rated).  

 

Process for Project Evaluation and Selection 

Day to day management 

The NWM Treasury team manages the day to day funding and liquidity needs. They will be 

responsible for the creation of the products, the allocation of proceeds through selection of new 

bonds for addition to the ESG Asset pool, and oversight of ESG ratings of the ongoing ESG Asset pool. 

On receipt of proceeds the NWM Treasury team will identify a bond purchase to invest proceeds in. 

They will determine if the bond issuer carries an ESG Prime rating from ISS-oekom. They will only 

allocate proceeds to the purchase of a bond once this assessment has been made and the eligibility 

criteria is satisfied. 

Oversight 

Oversight of the Framework is managed by the NatWest Markets Treasurer supported by senior 

members of the NatWest Markets business, senior members of the NatWest Markets Treasury team 

and Sustainable Finance representatives.  The Treasurer may also call upon support from additional 

subject-matter experts as required.  The Treasurer will be accountable to and report to the NatWest 

Markets Asset & Liability Committee in respect of these oversight responsibilities. 

The NatWest Markets Treasurer has oversight of: 

• Application of the ESG Product Framework structure 

• Treasury management of the programme through creation of products and selection of ESG 

Assets 

• Reporting under the ESG Product Framework 

• Alignment of the ESG Product Framework with NatWest Markets and RBS’s overall 

sustainability objectives 

NWM intends to review the Framework at least annually, and to update it as required to ensure it 

meets our strategy and our customers’ needs as they evolve, as well as the developing industry and 

market standards for ESG funding and investing. 

Opinion: ISS-oekom finds the process for investment evaluation and selection is well defined. This is 

through the details of the investment criteria, namely the issuer being rated as Prime. Additionally, 

the process involves multiple parties making up the NWM ESG Product committee. 
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Management of Proceeds 

NWM tracks the use of proceeds through selection of ESG Assets using its internal treasury systems. 

These systems are updated whenever there is a rating upgrade (Not Prime to Prime) or downgrade 

(Prime to Not Prime) with ISS-oekom ESG ratings, allowing for regular confirmation of the ESG Prime 

status of the ESG Asset issuers. 

NWM will strive to swiftly invest an amount equivalent to new funding raised under the ESG Product 

Framework in new ESG Assets.  

There may be circumstances where there are unallocated proceeds; for example, a suitable bond is 

not immediately available, a security redeems or there is a requirement to liquidate a holding. In 

such instances the unallocated amounts will be held in: 

i. Deposits with central banks, where the sovereign is marked as “ESG Prime” by ISS-oekom 

ii. Government bonds from sovereigns marked as “ESG Prime” by ISS-oekom 

iii. Or, if NWM is unable to allocate proceeds to either (i) or (ii), cash or other short-term assets 

There may also be circumstances where an ESG Asset fails to meet the eligibility criteria following re-

verification by ISS-oekom. In this case it may be replaced with an alternative ESG Asset, and any 

interim unallocated proceeds will be managed as set out above.  

Opinion: ISS-oekom finds the management of proceeds is aligned with SBP requirements. It is clear 

how funds will be allocated or held when unallocated. Additionally, if companies are changed from 

Prime to Not Prime, there is a mechanism for the investment product management to be informed. 

There is a very minor risk with the potential for proceeds to be temporarily allocated to “other short-

term assets” which might not be ESG-aligned but as this will be after two other options are 

exhausted, it does not impact overall alignment with this criteria. 

 

Reporting 

NWM will provide an ESG Product report on an annual basis setting out: 

1. Funding raised under the ESG Product Framework 

- Total outstanding 

- Split by product type 

2. ESG Asset pool split by: 

- Sector/type of issuer 

- Geography of issuer 

3. Confirmation from the NWM ESG Product committee that the use of proceeds received 

conforms to this ESG Product Framework. 

4. Issuers who have been included in or removed from the ESG Asset pool since the last report 

 

The reports will be available on www.natwestmarkets.com/sustainablefinance.  

NWM is committed to being transparent with its investors. Any investors with specific questions 

about the framework can contact a dedicated NWM Treasury mailbox: 

ESGProductFramework@natwestmarkets.com. 
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Opinion: ISS-oekom finds that the reporting for the Framework is robust and will inform investors of 

the appropriate information. Due to the nature of this financial product, with the assets themselves 

not necessarily having an ESG focus, impact reporting will not be conducted. 

 

External review 

NWM has appointed ISS-oekom to provide it with an SPO, asking ISS-oekom to opine on: 

• Robustness of ESG Product Framework 

• Adequacy of NatWest Markets processes to meet its commitment under the Framework 

• Alignment of ESG product framework with RBS’ overall strategy 

• Alignment of the Framework with the components of ICMA Green and Social Bond Principles 

• RBS’ overall ESG rating 

 

This report will be available on www.natwestmarkets.com/sustainablefinance   

 

It should be noted that the SPO will be prepared by a team that is segregated and distinct from the 

ISS-oekom team that is responsible for generating issuer reports and assigning ESG Prime ratings. 
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PART II: ASSESSMENT OF NWM’S SUSTAINABILITY PERFORMANCE 

The ISS-oekom Corporate Rating comprises a rating scale from A+ (excellent) to D- (poor).  

C O M P A N Y  

R B S   

( p a r e n t  c o m p a n y  o f  N a t W e s t  M a r k e t s )  

R A T I N G  

C  

S T A T U S  

P R I M E  

 

This means that the company performed very well in terms of sustainability, both compared against 

others in the industry and in terms of the industry-specific requirements defined by ISS-oekom. In 

ISS-oekom’s view, the securities issued by the company therefore all meet the basic requirements 

for sustainable investments. 

As of 22.05.2019, this rating places RBS 37th out of 265 companies rated by ISS-oekom in the 

Financials/Commercial Banks & Capital Markets sector. 

Key Challenges facing companies in term of sustainability management in this sector are: 

 Sustainability impacts of lending and other financial services/products 

 Customer and product responsibility 

 Sustainable investment criteria 

 Employee relations and work environment 

 Business ethics 

In three of the key issues, RBS significantly deviates from the average for the sector:  

 An outperformance was achieved in “Labor standards and working conditions” 

 An outperformance was achieved in “Sustainable investment criteria” 

 The company lags the industry’s average performance in “Business ethics” 

The company has a significant controversy level: 

 Severe and very severe controversies relating to business malpractice, such as aiding and 

abetting tax evasion in the US and poor treatment of small businesses have been 

revealed. 

 However, in comparison to the sector, RBS’ controversy level is comparatively low. 

Details on the rating of the issuer can be found in Annex 1 

 

Robert Hassler, Head of ISS-oekom 

London/Munich/Rockville/Zurich  
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DISCLAIMER 

1. Validity of the SPO: the full term of the ESG Investment Product on which this opinion is being 

provided 

2. ISS-oekom uses a scientifically based rating concept to analyse and evaluate the environmental 

and social performance of companies and countries. In doing so, we adhere to the highest 

quality standards which are customary in responsibility research worldwide.  In addition, we 

create a Second Party Opinion (SPO) on bonds based on data from the issuer. 

3. We would, however, point out that we do not warrant that the information presented in this 

SPO is complete, accurate or up to date. Any liability on the part of ISS-oekom in connection 

with the use of these SPO, the information provided in them and the use thereof shall be 

excluded. In particular, we point out that the verification of the compliance with the selection 

criteria is based solely on random samples and documents submitted by the issuer. 

4. All statements of opinion and value judgements given by us do not in any way constitute 

purchase or investment recommendations. In particular, the SPO is no assessment of the 

economic profitability and credit worthiness of a bond but refers exclusively to the social and 

environmental criteria mentioned above. 

5. We would point out that this SPO, in particular the images, text and graphics contained therein, 

and the layout and company logo of ISS-oekom and ISS-ESG are protected under copyright and 

trademark law. Any use thereof shall require the express prior written consent of ISS. Use shall 

be deemed to refer in particular to the copying or duplication of the SPO wholly or in part, the 

distribution of the SPO, either free of charge or against payment, or the exploitation of this SPO 

in any other conceivable manner. 
 

The issuer that is the subject of this report may have purchased self-assessment tools and 

publications from ISS Corporate Solutions, Inc. ("ICS"), a wholly-owned subsidiary of ISS, or ICS may 

have provided advisory or analytical services to the issuer. No employee of ICS played a role in the 

preparation of this report. If you are an ISS institutional client, you may inquire about any issuer's 

use of products and services from ICS by emailing disclosure@issgovernance.com.  

This report has not been submitted to, nor received approval from, the United States Securities and 

Exchange Commission or any other regulatory body. While ISS exercised due care in compiling this 

report, it makes no warranty, express or implied, regarding the accuracy, completeness or 

usefulness of this information and assumes no liability with respect to the consequences of relying 

on this information for investment or other purposes. In particular, the research and scores provided 

are not intended to constitute an offer, solicitation or advice to buy or sell securities nor are they 

intended to solicit votes or proxies. 

ISS is an independent company owned by entities affiliated Genstar Capital ("Genstar"). ISS and 

Genstar have established policies and procedures to restrict the involvement of Genstar and any of 

Genstar's employees in the content of ISS' reports. Neither Genstar nor their employees are 

informed of the contents of any of ISS' analyses or reports prior to their publication or 

dissemination. The issuer that is the subject of this report may be a client of ISS or ICS, or the parent 

of, or affiliated with, a client of ISS or ICS. 

© 2019 | Institutional Shareholder Services and/or its affiliates 
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ANNEX 1: ISS-oekom issuer ESG rating 

The following pages contain extracts from RBS’ 2019 ISS-oekom issuer rating. This is being used for 

NatWest Markets, an RBS Group subsidiary. 
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About ISS-oekom SPO 

ISS-oekom is one of the world’s leading rating agencies in the field of sustainable investment. The 

agency analyses companies and countries regarding their environmental and social performance.  

As part of our Sustainable (Green & Social) Bond Services, we provide support for companies and 

institutions issuing sustainable bonds, advise them on the selection of categories of projects to be 

financed and help them to define ambitious criteria.  

We assess alignment with external principles (e.g. the ICMA Green / Social Bond Principles), analyse 

the sustainability quality of the assets and review the sustainability performance of the issuer 

themselves. Following these three steps, we draw up an independent SPO so that investors are as 

well informed as possible about the quality of the bond / loan from a sustainability perspective. 

Learn more: https://www.isscorporatesolutions.com/solutions/esg-solutions/green-bond-services/ 

For Information about SPO services, and this ESG Investment Product, contact:  

 

Federico Pezzolato  

Federico.Pezzolato@isscorporatesolutions.com 

SPO@isscorporatesolutions.com  

+44.20.3192.5760 

 

 

 


