ESG Spotlight – October 2021

DSC Meridian Capital LP is an opportunistic, event-driven credit investment firm founded by Sheru Chowdhry, the
former Head of Credit Research & Co-Portfolio Manager of the Paulson Credit Fund (2004-2017). The firm
seeks to generate absolute returns through the credit cycle. DSC Meridian will prioritize principal protection,
liquidity and shorting at the top of the credit cycle, and then shift portfolio focus to capital appreciation and
equity-like upside at the bottom of the cycle. DSC Meridian will invest both long and short, across small, mid,
and large-sized capital structures, and across the full spectrum of credit opportunities from performing,
stressed and distressed credit (bankruptcy reorganizations, litigations, liquidations) to post re-organization, eventdriven equities and capital structure arbitrage. The firm integrates material ESG factors throughout the investment
process and pursues an active corporate engagement strategy to help shape positive ESG-related outcomes.
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Steven M. Rothstein is the founding Managing Director of the Ceres Accelerator for
Sustainable Capital Markets. Ceres Accelerator aims to transform the practices and
policies that govern capital markets in order to accelerate reduction of the worst
financial impacts of the climate crisis and other sustainability threats.
Steven has 40 years of experience starting, managing and growing several non-profit,
social change and government organizations. After college he was on the founding
team of Citizens Energy Corporation, the world’s only non-profit oil company. After
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several years, Steven went on to manage $300 million for Massachusetts’s state
agency’s programs for human services and facilities for people with intellectual
disabilities. He then started and ran Environmental Futures, a management and market
consulting company serving a wide range of enterprises in the US and internationally
seeking to grow their environmental work. He also ran the New England market for
Constellation’s entry and expansion into this market as a successful electricity broker.
Steven recently sat down with us as part of our ESG spotlight series, covering climate
change risk, emissions disclosure, ESG regulation and the evolving policy landscape.

Opinions expressed herein are the own opinions of Mr. Rothstein and Ms. Luff and are
not necessarily the opinions of DSC Meridian Capital LP or Ceres or their respective
partners, employees or affiliates. The interview has been edited for clarity.
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Paula Luff (PL): Welcome, Steven. So glad you
could join us today. Would you give us a little
overview of Ceres for the benefit of our
readers, and your role at Ceres Accelerator?

as we speak. Where do you see this all
heading?
SR: Let me start with the marketplace, investors,
and regulators. First: companies cannot manage

Steven

Rothstein

(SR):

Sure!

Ceres

is

a

a problem if they can't measure it. Now,

sustainability non-profit organization started

measuring alone doesn't solve it, but you can't

over 30 years ago. Our tagline is: sustainability is

solve it without measurement.

our business. We help investors, companies, and
other parties think about how to use the

We're not measuring climate risk in a consistent

leverage of the private sector to become more

way.

sustainable. Ceres’ investor network represents

companies, and many smaller ones, are using

over $46 trillion of assets under management.

some type of voluntary climate disclosure

We also work with multiple Fortune 500

framework. All the companies in the alphabet

companies

The

vast

majority

of

Fortune

500

more

soup of disclosure are great organizations—

sustainable from the supply chain to the board

including GRI, SASB, CDP. They all do a great job,

to

help

them

become

room. We work on policy issues, on Capitol Hill,

but they are looking at different things. So, if

at the White House and in seventeen state

you're an investor and you want to look at

capitals, on a variety of topics from energy issues

emissions across five steel, five agricultural, five

to infrastructure and more.

real estate companies, etc, whatever it might be,
it’s impossible to do so now.

I am the founding Managing Director of the
Ceres

Capital

We believe first that there has to be mandatory

Markets. The basic idea of the Accelerator is:

Accelerator

for

Sustainable

climate disclosure. We appreciate the initial

how do we make the capital markets more

steps the SEC is taking, but there is so much

sustainable? How do we ensure that in the years

more that needs to happen. Our country is

to come, our capital markets can be robust,

behind, and climate is one of those areas that if

profitable, and strong—yet also sustainable from

we win slowly, we’ve lost. We need to move fast.

a financial perspective, from a human capital

Ceres

perspective, from a diversity perspective? In the

and

short term, we're working through a variety of

recommendations. We had over fifty different

regulatory issues in the banking, insurance, asset

recommendations for the Federal Reserve, FDIC,

management, and pension industries.

and SEC, and while there is a variety of things we

issued
April

two

2021)

reports
talking

(in
about

June

2020

regulatory

can talk about, the financial regulators need to

PL: As we do our underwriting of companies,
we often see climate change, adverse weather
events, or supply chain disruptions because of
weather or some climate change risk in their
10-Ks. Yet we rarely find evidence elsewhere
that they're actively managing these risks in
their sustainability or other disclosures, for
example. That may be about to change as
mandatory disclosure is well established in
Europe and quite possibly coming to the US.
The SEC is considering mandatory disclosure

play a critical role just as they did during the
pandemic.
In addition—not instead of—there also must be
voluntary action: from banks, from companies in
the real economy, and investors. The large banks
have all made net-zero-by-2050 commitments
which is a good first step, but that’s all it is: a first
step. Think about a long journey. Yes, you want
to know where you're going, but you also need
to know how you are going to get there. They
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need to set concrete science-based targets for

We know more about climate risk than we do

the short term, for 2030 or 2025. Then, they

about other risks. To put it in stark contrast, we

need to work with their customers to achieve

clearly knew about the 2008 housing crisis. We

that, just like investors. We’re asking every

know more about climate today, and the

investor to set a 2050 goal and a 2030 short

numbers are much bigger, than that crisis. Yes,

term goal, and we also have a new document for

we don't have perfect data, but we have a lot of

the ICAPs—investor climate action plan.

data, and if we build on it, if more people use it,
the market will evolve.

So how do you move from here to there? We call
it a “climate action plan ladder.” Everyone is in a

Second, there's work to be done all the time. I

different place, and their portfolios are a little

just read an article last night about catastrophe

different. But there are established steps to go

risk modeling (modeling of hurricanes and

through having to do with everything from the

storms). There is more data about transition risk.

companies you invest in, to the role of policy,

Last year, the oil companies wrote off $145

from governance issues to corporate structures.

billion in investments—pipes, flanges, and drills

These various areas have to be integrated.

that they're never going to get recovery. That's
$145 billion that some combination of investors,

I’ve spent 40 years in and around nonprofits, so

banks, and insurance companies will take a loss

I have to be an incurable optimist. But we’re

on. That number is only going to grow.

running out of time. The recent initiatives of
investors, banks, insurance, and regulators are all

Ceres did a report last September about the risk

good, but they’re first steps. We need to do

to the banks. If you look roughly at the top

more, and we need to do it faster.

twenty

banks,

take

just

a

slice

of

their

Syndicated Loan Portfolio—in that alone, using

PL: One of the challenges we see is that less
than 25% of high yield issuers have set a netzero or science-based target for 2050 or 2040.
They do not have aggressive enough interim
targets to get there. To your point, we know
the destination and we’re committing to it, but
we don’t know how we’re going to get there. Is
there any interesting work going on about the
role of innovation in meeting net zero
objectives?

the same model that European Central Bank
uses, we identified $500 billion of potential
exposure.
Of course, it doesn’t mean they’re going to lose
all of that, but the potential exposure exists. So,
we need more information.
It's a virtuous cycle. If owners and investors are
asking for this information, the companies are
going to give it up. The more regulatory
requirements

for

mandatory

consistent

SR: I’d like to talk about the data behind the

processes exist, the more consistency we will

innovation. I would like to go to a company in

see. For example, imagine we didn’t have

your portfolio and ask questions like, “Do you

mandatory financial reports. Company A would

know the data for when the next pandemic will

file a balance sheet, company B would file an

hit?” “Should you be planning for it?” “How will

income statement, and so on—we wouldn’t be

cyber risk affect your company?” The reality is

able to compare them. That's the world we're in

that the future, as Yogi Berra said, is very hard to

today. We're in a Tower of Babel on climate data.

predict.
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PL: Talk to us a little bit about the EU taxonomy
which is tightening requirements around
company
disclosures
and
seeking
to
standardize definitions around sustainability
and ESG. I'd also like to hear your thoughts on
SFDR
[sustainable
finance
disclosure
regulation] and recent potential regulatory
moves here in the US.

whatever else. It has to be broken down
eventually by industry.
If you look at the FASB rules, we didn’t start in
the 1930s with a set of rules and never change
them. They’re updated on a regular basis. And
we’re going to learn more about science and
technology and climate, so we hope that the SEC
and the Federal Reserve have great rules soon.

SR: In terms of regulatory pressure, yes, Europe
is way ahead of us. I'll give you one example: in

This summer, I testified before Congress about

2016,

a

banking regulations. I do think we need to have

mandatory disclosure for certain classes of

climate stress tests so that if somebody were to

financial institutions. At the end of 2020 they

say to a bank, “There are two loans you’re going

the

French

Central

Bank

started

examined what the result was of this disclosure.

to make. One has more climate risk than the

Because of disclosure rules, those financial

other,” the bank would say, “I’m not going to do

institutions that were covered reduced their

it, or I’m going to charge a higher interest rate to

loans by 40 percent or 23 billion Euros. That's 23

compensate for that risk.”

billion Euros that were not loaned to high
emitting fossil fuels companies. That’s very

But we are not doing that in climate. Whether it’s

significant. So, I think there’s important work

two houses—one next to the ocean, one twenty

being done by Europe and Asia and other places.

miles in—or one fossil fuel company over
another, we’re not factoring in climate risk. Many

Now the NGFS (Network for Greening the

of these are long-term loans. And in some

Financial System) has around 90 members

sectors, it’s even less transparent; the municipal

globally—we were one of the late ones to the

bond market is one of those areas. There needs

party but we’re there. The Federal Reserve is

to be a combination with voluntary action.

there, the New York Department of Financial
Services is a member, so that’s great. I think we

One very simple thing that we need is policy

can learn a lot from European leadership in this

updates

area. The United States recently joined NGFS, we

examiners go to banks, they don’t know what

are members of the International Security Group

questions to ask for climate. Their policy manual

(ISG), International Organization of Securities

needs to be updated so they know what

Commissions (IOSCO), International Financial

questions to ask that are relevant to each bank

Reporting Standards Foundation (IFRS), a whole

and its area. Take a local bank that operates in a

alphabet soup of them.

high-risk area because of fire or flood or

for

something
While I’m not an expert on it, generally I think the

bank

else—to

regulators.

not

ask

When

these

these

climate

questions is akin to malpractice in my opinion.

taxonomy is a great step forward and there will

PL: Is anything interesting percolating at the
state level that might take hold?

be a lot of adoptions. Like many things, the devil
is in the details. But I think fundamentally, you
can't measure emissions the same for a real
estate company as you do for an agricultural

SR: There’s so much happening. First, we're

company, as you do a cement company, or

unique globally that we have this series of
Federal regulators, then every state has a
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banking regulator, an insurance regulator, a

declaring that they’re increasing risk by not

securities regulator, and others. Sometimes

allowing people to do that.

there are three separate agencies, sometimes

PL: I remember fighting that fight at one of my
corporate jobs. The treasurer of the company
said basically, “I have fiduciary responsibility; I
can't do that.”

they’re combined.
If you look at insurance first, there is a group
through the National Association of Insurance
Commissioners that requires mandatory climate
disclosure for insurance companies. The top 70

SR: Right. And that's baloney. First, we have

percent of insurance companies have been filing

legal

disclosures. Now it's not as detailed, and they are

Department of Labor said it. Third, the returns

now shifting to TCFD (Task Force on Climate-

speak for themselves. As you know, if someone

Related Financial Disclosure), but that’s a good

had invested in the S&P 500, and someone else

step. They're looking at it very seriously. There

had invested in the S&P 500 at the same time

are some insurance regulators in particular—

with no fossil fuel, the one without fossil fuel

California, state of Washington, New York,

would have done a lot better. There's lots of data

opinions that say that. Second, the

Connecticut, and others that have various

now that show that ESG investment returns are

policies. New York, for example, just finished a

now at market or better than market.

comment period. They have a requirement for

PL: So, what gives you hope? You said you're
an eternal optimist, so what are you seeing that
gives you hope that we’ll avoid the worst
impacts of climate change? That we’ll have
more decision-useful data in the interim?

the insurance companies that they want to put in
place. There are some great things happening on
the insurance front.
And, then in legislation! A recent bill passed in
Connecticut

that

requires

the

insurance

commissioner to address climate as part of the

SR: So much! A year ago, we started working

risk portfolio they look at. In California, the

with investors—including DSC Meridian and

Governor issued an executive order looking at

others—to talk about this net-zero commitment.

state procurement. Could the state say, for

A year ago, I think there was only a single

example, every vendor for the state of California

investment firm in the United States who had

over a certain size has to meet certain climate

committed to this. In April 2021, two days before

disclosure rules? President Biden just announced

Earth Day, we announced with international

his plan to implement this at the federal level as

partners that $37 trillion of assets under

well. Rules are going to be put in place. Our

management have committed to reaching net

states have always been a learning laboratory

zero emissions by 2050 or sooner and are

throughout our entire democracy, and they are

setting 2030 emissions reduction targets. That’s

in this realm, too. If you’re a federal employee or

roughly 38% of the assets under management

retiree, your pension fund goes into the federal

worldwide.

thrift program. The Thrift Savings Plan is a large
pension fund—as of December 2020, they had

Second, I can give you a long list of executive

almost $735 billion in assets under management.

actions and regulatory actions from the Biden

If you’re an employee, you cannot sign up for an

administration that are just beginning to have

ESG fund in this plan. It’s not allowed; they don’t

their impact.

have one. The U.S. Government Accountability
Office (GAO) just came out with a report
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Third, I’m absolutely inspired by young people. I

SR: That's the negative part. The positive part is

see hope all the time in what they're doing, both

an increasing awareness. Just last year, I talked

here and around the world, which brings a great

to over a thousand regulators, literally over a

sense of optimism.

thousand. Most of those conversations were, “Is
climate change real? Will it affect bank stability?

Fourth is that we've all lived through this awful

Is it really my job as a banking regulator to think

crisis called the COVID-19 pandemic. Over four

about this?” Today, the conversations are not

million

over

that. They’re more along the lines of, “What

600,000 of them in the United States. I think

should we do? What kind of stress test do we

people are more aware of the potential impact

need, what type of management disclosure?” It’s

of what nature can do. And as awful as that was

no longer if, but more about how.

human

lives

lost

worldwide,

and continues to be for many people, there is no

PL: Steven, thank you for this conversation, and
for the work you’re doing with Ceres. You’ve
been so generous with your time.

vaccine for climate change.

PL: We say that all the time around DSC. There
is no vaccine for climate change. All pandemics
end, but climate change is only getting worse.

SR: Thank you! The work you’re doing is great,
and I’m glad to talk with you.

SR: Right.
PL: And we’re only accumulating more and
more carbon, right? It's an exponential spiral.

------------------------------------------------------------------------------------------------------------------------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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