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(ESG), impact and the capital markets. She is the Chief Impact Officer at Pathstone, an
independent family and partner owned advisory firm. She joined the Pathstone team
from Cornerstone Capital Group (acquired by Pathstone in 2021), the sustainable and
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Erika holds an MBA in Finance from Columbia University and a BS in Economics from
the Wharton School. She was a founding board member of the Sustainability
Accounting Standards Board (SASB) and recently joined the Board of Directors of
Conscious Capitalism.
Erika recently sat down with us as part of our ESG spotlight series, covering topics
from ESG risk and opportunity to the capital markets and climate change.

Opinions expressed herein are the own opinions of Ms. Karp and Ms. Luff and are not
necessarily the opinions of DSC Meridian Capital LP or Pathstone Family Office LLC or
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clarity.
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ESG: FROM RISK TO OPPORTUNITY

So, the question really is: how do you see it? Let’s
look at the financial services industry and

Paula Luff (PL): Erika, you came up through
Wharton and Columbia Business School. You
spent over two decades on Wall Street in
traditional finance roles. How and when did you
start thinking about what is now called ESG or
impact investing?

governance. Every sector has its risks and

Erika Karp (EK): I came to it organically. As

for one. And it’s a matter of knowing what is

director of global sector research at UBS

material.

discussions in governance about data privacy.
Well, that can purely be a risk, certainly. Or it can
be an opportunity for a business model that is
built on trust. So, you can see the opportunity to
gain market share if you are really strong in
opportunities. It’s a matter of thinking long-term,

Investment Bank, working with global analysts
across industries and regions, I learned that ESG
factors truly help contribute to successful

LEADERSHIP, LEGACY AND COMPETITIVE

investment outcomes. I pushed analysts to go

RETURNS

down different avenues of inquiry to find

PL: I think that’s right, and I think the idea of
long-term is an interesting one. Most CEOs’
tenure is what, ten years or so? And by nature,
focusing on climate change, for example, takes
longer than a ten-year vision. What kinds of
changes do you think will get boards, CEOs and
management teams to think about long-term
value creation as opposed to focusing on the
next quarter? Do you see anything shifting
here?

predictive insight. I think ESG factors must be
part of an investor’s decision-making process.
Once you learn what matters in the realm of ESG
analysis, you just want to learn more. You can’t
go back. And I want to push very hard to not use
ideological or divisive or political language. It’s
very important that it’s about analytics. It’s about
fundamentals, it’s about costs and revenues and
risk. Making it fundamental as opposed to
ideological makes all the difference in the world

EK: I think it’s shifting somewhat, though not

for investments.

enough. You have to remember that it is not just

PL: In addition to making the fundamental case,
how do you change the conversation from risk
to opportunity with ESG and impact investing?

the CEO’s incentivization that is critical, it’s
incentive

structures

throughout

the

organization. The reality is we need the boards,
not just the CEOs, to be accountable. I think most

EK: To shift gears and talk about opportunities

boards are not as well-versed in sustainability

rather than just risk, you have to look at things

and ESG as they should be.

holistically. For some companies, that “E”, that
environmental issue, may be pure risk, but in just

If you have the right board you get better

as many companies it's an opportunity to find

incentive alignment for the CEO. And we still

solutions.

critical

have a lot of work to do, in terms of boards and

element of ESG analysis. If we’re talking about

That’s

a

forward-looking,

directors and board accountability. We are in

climate change, sure—you can just take that as

desperate need of board renewal. But frankly, I

worrying about carbon pricing, because that’s a

think we have the wrong CEOs if they’re not

risk. Or, you can invest in solutions.

thinking long-term.
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I think we are moving to a place where

sustainable investing, and they don’t know how

corporations, CEOs and boards, are starting to

to use the analysis (that they’re probably not

think more about legacy. There’s a quote from

doing anyway). But the bottom line is, you

Shakespeare, that “no legacy is so rich as

sacrifice nothing by doing ESG analysis.

honesty.” That’s really applicable here, because
over the last couple of decades, we’ve seen a
CAPITAL MARKETS AND CLIMATE CHANGE

loss of confidence in our institutions. I think we
must get back to honesty, then I think CEOs will

PL: What is the role of the capital markets to
mitigate climate change? We often hear, “Well
this is really the purview of government, or
there are nonprofits or foundations like the
Gates Foundation.” But it seems that to flow
enough capital to climate change, you can’t
rely on just a few sources of funding?

think more about their legacy. And then we start
to think more in terms of the long-term.

PL: Agreed. Since the financial crisis, really,
trust in institutions, even NGOs, has been
eroding. There are still skeptics who say that
you can’t have it both ways: you can’t have a
sustainable portfolio or a portfolio built on
impact and also enjoy competitive returns. I
feel that’s a myth.

EK: It’s critical. So just to give a sense, a couple
years ago Bloomberg gave us a number that
about

$500

billion

had

been

invested

in

EK: Yes, you still hear it. You also hear integrating

alternative energy sources. Now, we know,

ESG factors is in some way a breach of fiduciary

looking

duty. I believe that not only is that wrong, the

numbers, we need something like $1.5 trillion to

reality is the opposite. If you don’t look at

be invested to get us anywhere near the below

material

to

1.5 degree scenario. You can see the money

performance, you are missing a key element of

that’s flowing is nowhere near enough to solve

fiduciary duty in my opinion. Investors need not

for climate. If you want to throw in infrastructure

sacrifice anything to invest more consciously or

and

sustainably. And by the way, some people will

empowerment, and environmental issues such as

hear ESG referred to as “ESG investing” or as an

marine health and biodiversity, the number is

asset class or a style. It is none of those things.

close to $7 trillion a year.

ESG

factors

with

regard

at

social

the

Paris

justice,

Climate

women’s

Agreement

economic

ESG analysis is a discipline, and it’s a necessary
discipline for anyone involved in the financial

That kind of money is not going to come from

markets, period. We have seen hundreds and

any single sector. But certainly, we have got to

hundreds of studies that show there is no give-

see healthy capital markets in order to see a

up in returns to do ESG analysis. Why would you

healthy economy, in order to have progress.

want

less

information,

rather

than

more?

PL: Absolutely. Talk to us a little about the
Sustainable Development Goals (SDGs). So
many companies and investors are focused on
advancing this blueprint for a sustainable
planet yet many of the targets are not
investable or relevant to the private sector. Can
you talk a bit about Pathstone’s Access Impact
Framework?

Especially if it’s material.
Remember, there’s no single ESG factor that’s
compelling enough to base an investment
decision on. Any ESG factor is a starting point for
further inquiry. Skilled managers know how to
use ESG data as a starting point and know how
to do the further inquiry. Right now, we do have
an issue with lots of people talking about
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EK: I agree with you entirely, the SDGs are not

clear connection between climate change and

investable in and of themselves. We’re talking

health. Climate change also disproportionately

about no hunger, no poverty, and life above the

affects people of color, affects women. That

seas, life below the seas, and healthcare and

interrelatedness is what we think about when

infrastructure—and world peace, I believe is

looking for solutions, and to do so, we have to

number 16, and 17 is about collaboration, which

envision the future state of the economy and

is really important. I would say that they are too

think about what we need to fix, and which

big, but I like audacious goals. But being not

strategies get us there. This is very complicated

investable, what we need are stairways to get to

stuff.

them.

PL: What I really like about this framework is
that it picks up on the fact that SDGs
themselves are so interconnected. You can’t
have an impact on climate change without
having an impact on resource transformation
or life on land, life below the seas—it’s all
interconnected.

At Pathstone, we have something called the
Access Impact Framework. Access is arguably a
single common denominator among all the
SDGs. To achieve them, we have to understand
how interrelated and complex and nuanced
these goals are. Intersectionality is so critical. If
you use our access as the lens, we can get a lot

EK: We’ve done a couple pieces that explicitly

more done—it’s pragmatic.

show the connection, including “the climate
For instance, you want access to women’s

determinants

economic empowerment and equality, which is

determinants of financial services.” We did a

of

health”

and

“the

climate

SDG #5. You can’t just go for number 5, right?

meta-study to show the systemic financial risks

We have to think about that. If you want SDG 5,

of what climate change called “No Place to Hide?

we need access to capital, education, healthcare,

Climate Change and Financial Risk” that reveals

water. You need access to all of these things that

how the systemic risk touches every industry—

allow

economic

through the value of assets and the destruction

empowerment. We’ve created this framework

through the pricing of insurance, through what’s

that

you

to

get

to

women’s

the

out of people’s pockets and how much money

intersectionality. We look at access by industry,

they have to spend on consumption. That’s the

sector, stock, and asset manager, and we can

systemic risk; no industry is unaffected.

allows

us

to

understand

assess pragmatically, “This manager is giving us

PL: I couldn’t agree more. We think about
COVID as being a huge disruptor, and it is. But
we like to say around here that there’s a
vaccine for COVID. Climate change will
transform the energy ecosystem, consumer
behavior, allocator decision making, capital
flows, and company strategy. I’ve heard you
say many times, capitalism is this economic
system that created the greatest prosperity in
the history of mankind. Albeit with inequities,
and unintended consequences like climate
change.

access to these SDGs.” We then try to align our
clients’ values with their capital, with their assets.
This framework gives us something like heat
maps that are very user-friendly in terms of
understanding, “Where’s my money going?”

PL: How would you apply the Access Impact
Framework to SDG #13 or climate change?
EK: This is so complex, because when we think
about climate change it touches everything.
Right? Everything. Climate change is arguably
the genesis of wars in some cases. And there’s a
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EK: Capitalism, instead of being extractive, can

I also think it has led to an acceleration of the

be regenerative and inclusive. Some people see

standards for disclosure by corporations. Right

sustainable investing in terms of risk mitigation.

now, of course, I’m focused on what the SEC is

If you look at the markets, what was so

doing. We’re starting to see the SEC hold

interesting about last year is that we saw a big

accountable those who are saying they’re doing

sell-off—of course, sustainability funds sold off

sustainable investing. I think this is going to take

less—but when the markets rebounded, we again

a while, because I think the SEC itself has a lot of

saw these [sustainability] strategies outperform.

learning to do. About 8 years ago, I went to the

That part we didn’t expect so much. So, we

SEC proactively, which was unusual at the time.

thought, “Wow, these stocks, these managers

It’s not often that you see someone from an

are outperforming both ways. What’s that

investment bank raising their hand to go talk to

about?”

the SEC. I wanted to talk specifically about the
systemic financial risk and sector-based data.

We saw COVID accelerate some trends that

While I do think we’re getting closer, it’s going to

were already in place, like telemedicine, distance

take some time. With SASB, we decided to just

learning, and remote work. We also saw that

keep pressing on, even though we weren’t

sustainability-oriented managers and companies

immediately going to get that imprimatur. I think

are innovative and possibly more resilient. I think

enormous progress is happening very quickly,

that sustainable investing and ESG analysis

because this kind of grassroots demand has

allows you to get to investments that are a proxy

been building. I think we’re going to get better

for quality. Over the long run, I think most people

and better data. I think AI is going to help us

would want to see quality in conjunction with

collect better data. We’re going to be able to

growth and innovation and resilience.

turn a massive amount of noise into insight.

PL: You were a founding board member of
SASB. On the heels of the work in Europe,
including the EU taxonomy or the Sustainable
Finance Disclosure Regulation (SFDR), the U.S.
regulators—the SEC, the CFTC, the Federal
Reserve and Treasury Department—are taking
a fresh look at ESG. I’d love your thoughts on
where this wave of regulator interest is going:
do you think it’s going to result in better data
for us, better decision making for companies?

PL: I think so too. I’m glad SASB stayed alive
despite the disappointment at the SEC several
years ago. The beauty of SASB is it gives
resource constrained companies a handful of
metrics to focus on. In most cases, even a small
company with almost no human resources to
devote to this type of work can do that. And I
think it increases the likelihood that the work is
integrated with what they do as opposed to
what they say they’re doing.

EK: I do. When we founded SASB in 2011, I felt

EK: Coca-Cola has told us they get about 300

compelled to join because I loved that it was

inquiries per year for different surveys and

sector based, provides different data points for

studies and everything else on ESG data. There’s

different sectors, and is about materiality, what

one survey, in particular, of those that is 600

matters. I loved that it was a pragmatic

person hours for them to do. Now, Coca-Cola has

implementation of the GRI, which was the gold

some resources to do this, but even they don’t

standard at that time. I still love the SASB and

want to, and so again the pragmatism is what’s

I’m very proud of the work we did.

so important.
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You know what else is interesting? Many people

billion

know George Serafeim from Harvard. He did a

expressly talked about sustainability.

in

assets

under

management—have

study called “Corporate Sustainability: First

PL: What do you think is the true role of asset
management in climate change?

Evidence on Materiality” [co-authored with
Mozaffar Khan and Aaron Yoon, 2015] that
revealed exactly what you would expect in terms
of performance and sustainable companies. But

EK: I don’t think it runs that risk at all. Because

what was most interesting to me is that it

climate touches everything, I don’t believe that

showed the underperformance of companies

an asset manager can be doing great work for

that give lots of data that is not actually

the long term without thinking about what’s

materially relevant to their profit outcomes and

going on with climate. With every sector, in

economic outcomes. I thought that was really

every region, in every industry, every company,

fascinating.

nobody is disconnected from climate. Any asset
manager that is thinking forward must be

This is a way to look at greenwashing as wasting

thinking about climate change. We talked about

investor money and time on information that is

ESG as a proxy for innovation, for growth, for

not necessarily related to any given investor and

quality. If I run into a manager who can’t give me

their values, whether they want to invest in a

good answers related to climate change, climate

company. It’s the job of the investment advisor

risk, climate opportunities—I’m done, there’s no

to lay it all out and make sure that clients are

interest.

getting the insight they need based on whatever

PL: Because ESG disclosure is limited in our
investment universe, we see engagement with
companies as vital to our underwriting and
investment conviction. Are you seeing more
strategies that rely on engagement?

their values happen to be. So that pragmatism is
just so important.

PL: Does Pathstone have a set of expectations
of asset managers with respect to their focus
on climate change or integration of ESG? How
do you see that evolving? What kinds of
conversations are you having with managers
right now?

EK: Absolutely. For some of the asset managers
that we speak with, engagement will be an
entirely differentiating factor for them. That’s the
plan, actually: understanding how to engage.

EK: This is a fascinating subject. Every one of the

You, Paula, have that unique expertise to

managers we look at through our due diligence

understand how to engage. When it comes to

research team, everyone is getting questions

our questioning of managers, knowing that our

around ESG factors. We are absolutely trying to

managers are going to be pushing those

understand the ESG factors that are being

companies and engaging, what we look for is

deployed.

intellectual

We

use

some

outside

data,

curiosity,

in

particular

lateral

Sustainalytics, for example, then we enhance

thinking. When we question our managers, we

that, focusing on the sector, the region, the

want to understand their process. What data

market cap. We do a lot of adjustments to the

point would trigger what questions to that

ESG data to give us reporting capability. Then

manager when they go to the companies? And

we infuse that to work with the Access Impact

when it comes to engaging with a management

Framework. The fact is that almost every single

team, if that management doesn’t understand

one of our clients—and we have roughly $25

lateral thinking, then that’s not a company that
we would want.

6

ESG Spotlight – September 2021

PL: I know we’re coming up on time, but I would
love your thoughts on the Exxon annual
meeting [activist shareholders obtaining board
seats] and the court ruling in the Netherlands
with Shell [court orders Shell to cut emissions]:
where do you see the world going?

This is very encouraging. The issue is, it’s just sad
that there have been such horrifying object
lessons before we got to this progress. The West
is on fire, the central U.S. is a desert, there
shouldn’t be tornadoes in Brooklyn. The question
is: do we have time? Mitigation is not enough. Do
we have time to truly figure out how to repair the

EK: They are big wins, right? It’s huge in terms of

damage that’s been done?

showing us exactly where the world is going.
There are two things that I think are so critical:
one, transparency, and the other, which I think
has been undervalued, is authenticity. With
transparency, it is really hard to be disingenuous.

LEARN MORE
If you would like to learn more about DSC Meridian, please contact:
•

Jay Blount, Director of Business Development and Investor Relations. jay@dscmeridian.com

•

Paula Luff, Director of ESG Research & Engagement. paula.luff@dscmeridian.com
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IMPORTANT DISCLOSURES
THIS DOCUMENT IS NOT AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO BUY INTERESTS
AND/OR SHARES IN A FUND (THE “FUND”) MANAGED BY DSC MERIDIAN CAPITAL LP (“DSC
MERIDIAN” OR THE “FIRM”). AN OFFERING OF INTERESTS OR SHARES WILL BE MADE ONLY BY
MEANS OF A CONFIDENTIAL PRIVATE OFFERING MEMORANDUM (A “MEMORANDUM”) AND ONLY TO
QUALIFIED INVESTORS IN JURISDICTIONS WHERE PERMITTED BY LAW.
An investment in the Fund is speculative and involves a high degree of risk. The Fund is not intended to be a complete
investment program. DSC Meridian is a recently formed entity with a limited operating history and intends to employ
certain strategies and techniques, such as investing in distressed securities, illiquid securities, short selling and the use
of leverage and derivatives, which may increase the risk of investment loss. DSC Meridian’s investment program
involves substantial risk, including the loss of principal, and no assurance can be given that the Fund’s investment
objectives will be achieved. As a result, the Fund’s performance may be volatile, and an investor could lose all or a
substantial amount of his or her investment. The Fund’s fees and expenses may offset trading profits. There can be
no assurances that the Fund will have a return on invested capital similar to the returns of other funds or accounts with
which Sheru Chowdhry was associated, due to differences in investment policies, risk parameters, economic conditions,
regulatory climate, portfolio size, leverage, fee structure and expenses. Past performance is not a guarantee of, and is
not necessarily indicative of, future results.
The Fund also has substantial limitations on investors’ ability to withdraw or transfer their shares or interests therein.
No secondary market for the Fund’s shares or interests exists or is expected to develop, so investors may not have
access to capital when needed.

All of these risks, and other important risks, are described in detail the Fund’s

Memorandum. Prospective investors are strongly urged to review the Fund’s Memorandum carefully and consult with
their own financial, legal and tax advisors before investing.
The development of an investment strategy, portfolio construction guidelines and risk management techniques for the
Fund is an ongoing process. The strategies, techniques and methods described herein, and the securities in which the
Fund may invest, will therefore be modified by DSC Meridian from time to time and over time. Nothing in this document
shall in any way be deemed to limit the strategies, techniques, methods or processes which DSC Meridian may adopt
for the Fund, the factors that DSC Meridian may take into account in analyzing investments for the Fund or the
securities in which the Fund may invest. Depending on conditions and trends in securities markets and the economy
generally, DSC Meridian may pursue other objectives, or employ other strategies, techniques, methods or processes
and/or invest in different types of securities, in each case, that it considers appropriate and in the best interest of the
Fund without notice to or the consent of investors. Certain information contained in this document constitutes
“forward-looking statements,” which can be identified by the use of forward-looking terminology such as “may,” “will,”
“should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or
other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events, results or
the actual performance of the Fund’s investments may differ materially from those reflected or contemplated in such
forward-looking statements. Nothing contained in this document may be relied upon as a guarantee, promise,
assurance or a representation as to the future.
The information in this document is current as of the date listed on the first page (or if there is no date, then the date
this document is delivered to you) and is subject to change or amendment. The delivery of this document at any time
does not imply that the information contained herein is correct at any time subsequent to such date.

Certain

information contained herein has been supplied to DSC Meridian by outside sources. While DSC Meridian believes such
sources are reliable, it cannot guarantee the accuracy or completeness of any such information.
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The information presented herein is confidential and proprietary, and may not be (i) used by, or on behalf of, you for
any purpose other than evaluating an initial or continued investment in the Fund, or (ii) disclosed by, or on behalf of,
you to any third party, in each case except with the prior written consent of DSC Meridian.
FOR EEA INVESTORS: This document does not constitute an offer of interests or shares in the Fund to investors
domiciled or with a registered office in the European Economic Area (“EEA”). None of the Fund, DSC Meridian or any
of their respective affiliates currently intends to engage in any marketing (as defined in the Alternative Investment
Fund Managers Directive) in the EEA with respect to interests or shares in the Fund. Receipt of this document by an
EEA investor is solely in response to a request for information about the Fund which was initialed by such investor.
Any other receipt of this document is in error and the recipient thereof shall immediately return to the Fund, or destroy,
this document without any use, dissemination, distribution or copying of the information set forth in this document.
FOR SWISS INVESTORS: The Fund does not need to be licensed for distribution to non-qualified investors with the
Swiss Financial Market Supervisory Authority (FINMA) as a foreign collective investment scheme pursuant to Article
120 paragraph 1 of the Swiss Federal Act on collective investment schemes of June 23 2006 as amended (CISA).
Accordingly, pursuant to Article 120 paragraph 1 of CISA the shares may only be offered, and an offering memorandum
may only be distributed into or from Switzerland by way of distribution to qualified investors as defined in Article 10
paragraph 3 of CISA and its implementing ordinance, if the Fund has appointed a representative and a paying agent in
Switzerland. Investors in the shares do not benefit from the specific investor protection provided by CISA and the
supervision by FINMA in connection with the licensing for distribution.
FOR UK INVESTORS: This is neither an offer to sell nor a solicitation of any offer to buy any securities in any Fund
managed by DSC Meridian. Any offering is made only pursuant to the relevant offering document, together with the
current financial statements of the relevant Fund, if available, and the relevant subscription application, all of which
must be read in their entirety. No offer to purchase securities will be made or accepted prior to receipt by the offeree
of these documents and the completion of all appropriate documentation. This document is not an advertisement and
is not intended for public use or distribution. It has not been approved under Section 21 of the Financial Services and
Markets Act 2000 (FSMA). In the United Kingdom, this document is being distributed only to and is directed at (i)
persons who have professional experience in matters relating to investments falling within Article 19 of the Financial
Services and Markets Act 2000 (financial promotion) order 2005 (as amended) (the financial promotion order) or
within Article 14 of the Financial Services and Markets Act 2000 (promotion of collective investment schemes)
(exemptions) order 2001 (the CIS promotion order) or (ii) high net worth entities and other persons to whom it may
otherwise lawfully be communicated, falling within Article 49 of the financial promotion order or within Article 22 of
the CIS promotion order or (iii) certified sophisticated investors falling within Article 50 of the financial promotion
order or within Article 23 of the CIS promotion order or (iv) other persons to whom it may lawfully be directed under
an exemption contained in the financial promotion order or the CIS promotion order (all such persons together being
referred to as relevant persons). Accordingly, this document is exempt from the general restriction in Section 21 of
FSMA and from the restriction on the promotion of unregulated collective investment schemes in Section 238 FSMA
on the grounds that it will be communicated only to relevant persons. Persons who are not relevant persons must not
act on or rely on this document or any of its contents. Any investment or investment activity to which this document
relates is available only to relevant persons and will be engaged in only with relevant persons. Relevant persons in
receipt of this document must not distribute, publish, reproduce, or disclose this document (in whole or in part) to any
person who is not a relevant person. "certified sophisticated investor", for this purpose, means a person: (a) who has a
current certificate in writing or other legible form signed by an authorized person to the effect that he is sufficiently
knowledgeable to understand the risks associated with participating in unregulated collective investment schemes and
of investments of the type described in this document; and (b) who has signed, within the period of twelve months
ending with the day on which the communication is made, a statement in the prescribed form.
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