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For a decade, the Rotman International Centre for Pension 
Management (ICPM), through Keith Ambachtsheer’s writings and ICPM-
sponsored research, has challenged institutional investors to lead the search for 
solutions to the short-termism that afflicts today’s markets.

Ambachtsheer has made the straightforward case that because our commitment to pay
pensions goes out decades, so should our time horizon for thinking about investing.
Furthermore, investing in assets that produce steady cash flows and appreciate over
time has collateral benefits to the broader economy.

Former Rotman Dean Roger Martin and others argue that allocating capital to productive
uses that grow jobs and enlarge the economic pie – what Martin (2011) terms the “real
economy” – is preferable to engaging in the zero-sum traders’ game, in which I can win
only if you lose.

Many institutional investors have been skeptical about how to move beyond the 
theoretical constructs underpinning long-horizon investing. We have yet to see broad
adoption of these concepts by corporations, by intermediaries, or, for that matter,
within our own investment shops.

Most of us are quite modest about our ability to influence corporate or market behavior.
We recognize that while our collective trillions in assets should wield influence, we
have been only nominally successful in making an impact on corporate and market 
reforms. As investors, we find that long-horizon ambitions are not always well 
served by our governance structures, compensation systems, and benchmark-driven
performance metrics.

While solutions to short-termism proposed for institutional investors vary, they 
coalesce around three themes: first, disintermediation through direct ownership 
of private assets; second, concentrated holdings of publicly traded securities with 
commensurate influence over corporate behavior; and, third, collaboration with 
other investors to influence market behavior. All three models are being tested and 
successfully implemented, but not at scale.

There are several sound reasons for this. Disintermediation is not always practical 
for a globally diversified portfolio. Skilled intermediaries who possess asset class,
style, sector, and geography expertise will always be in demand (and, unfortunately,
even unskilled ones will remain in demand). And holding a concentrated portfolio 
of public companies runs counter to what we know about active investing: it is very
difficult for an active investor to outperform broad market indexes, and index investing
remains an efficient and cost-effective way for institutional investors to put large
amounts of money to work. Finally, as mentioned earlier, market and governance 
reform has fallen short of our goals as investors, despite strong governance-focused
collaborations. Intermediaries outnumber us, outspend us on lobbying, and are more 
financially motivated than us to maintain the short-termist status quo.

So while the benefits of long-termism can be many – harvesting an illiquidity risk 
premium, providing ballast to the capital markets, and encouraging corporations to 
invest in innovations that sustain their enterprises and society over time – neither 
investors nor corporations have a particularly strong record.
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However, I am becoming more optimistic that a movement for long-termism is afoot,
one that is pulling in corporations and intermediaries and that has the potential to 
get enough traction to change behavior. This movement comes from deep within the
corporate sector and is increasingly supported by important market players. It goes 
by various names – sustainable capitalism, fiduciary capitalism, inclusive capitalism,
conscience capitalism – but no matter the moniker, the goal of all these undertakings 
is to encourage a brand of capitalism that prices in externalities, broadly benefits 
society, and ultimately sustains the planet. An initiative co-sponsored by the Canada
Pension Plan Investment Board and McKinsey, Focusing Capital on the Long Term,1
involves broad participation from investors, money managers, corporations, and 
finance academics and will be producing several recommendations on how to take
these concepts from idea to practice.

I see three catalysts for the increasing dialog on the benefits of long-termism – the 
first two self-serving of the market, though not without benefit to society, and the 
third essential to our survival as a species.

The first catalyst is the need to restore trust in the capitalist system. Trust was one 
of the main casualties of the Great Recession, according to Christine Lagarde, 
Managing Director of the International Monetary Fund, who spoke at the Conference
on Inclusive Capitalism in London on May 27, 2014.2 Lagarde noted that in a recent
poll conducted by the Edelman Trust Barometer, less than one-fifth of those surveyed
said they believe that business or government leaders will tell the truth about important
issues. This should be a wake-up call, she told her audience; trust is the lifeblood of 
the modern business economy. The way to restore trust, according to Lagarde, is to 
ensure that growth is more inclusive, favoring the many, not just the few. She shared 
a startling statistic: the richest 85 people in the world hold more wealth than the 
poorest 3.5 billion.

This leads us to the second catalyst: increasing recognition of the negative effect of 
rising income inequality, in both developed and emerging markets, on the pace of
growth. The most unlikely signal that this issue has gone mainstream came in early 
August, when Standard & Poor’s (2014) published a report that correlates the rise 
of income inequality in the United States with dampening GDP growth.

The last catalyst is the threat of carbon-emission-induced climate change. Market
economies do not price in externalities well, but carbon emissions have to count as 
potentially the most costly externality ever encountered. (To my mind, only nuclear
weapons production comes close.) Even the most self-serving capitalist wants a 
world in which to keep making money.

Perhaps, with capitalism in crisis, trust in the finance sector at an all-time low, and
growing concerns about what we are doing to our planet, we just may – as a society,
and collectively as investors – be willing to act.

We have reason to be optimistic that we will act, according to economist Larry Summers.
Speaking at the same event as Lagarde, he noted, “This idea that capitalism is about to
fail is one we have seen before, and yet it has been a triumph of the capitalist system
that it has proven remarkably resilient; that it has given rise to what might be called self-
denying prophecies, prophesies of doom that lead to adjustments that lead to repair.”3
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1. See http://www.fclt.org.

2. Lagarde’s talk was recorded and can be 
viewed at https://www.youtube.com/watch?
v=j5qIwP6FRzs.

3. Summers’ talk was recorded and can be 
viewed at https://www.youtube.com/watch?
v=29bAmvfUxbE.

References

Lagarde, Christine. 2014. “Economic Inclusion
and Financial Integrity.” Address to the Conference
on Inclusive Capitalism, London, May 27.
http://www.imf.org/external/np/speeches/2014/05
2714.htm

Martin, Roger. 2011. Fixing the Game: Bubbles,
Crashes, and What Capitalism Can Learn from
the NFL. Boston: Harvard Business Review Press.

Standard & Poor’s. 2014. “How Increasing 
Income Inequality Is Dampening U.S. Economic
Growth, and Possible Ways to Change the 
Tide.” Global Credit Portal, August 5.
http://bit.ly/1lwvNkw

http://bit.ly/1lwvNkw
http://www.imf.org/external/np/speeches/2014/052714.htm
http://www.imf.org/external/np/speeches/2014/052714.htm
https://www.youtube.com/watch?v=29bAmvfUxbE
https://www.youtube.com/watch?v=29bAmvfUxbE
https://www.youtube.com/watch?v=j5qIwP6FRzs
https://www.youtube.com/watch?v=j5qIwP6FRzs
http://www.fclt.org


 Electronic copy available at: http://ssrn.com/abstract=2497507 

© 2014 Rotman International Journal of
Pension Management is published by Rotman
International Centre for Pension Management
at the Rotman School of Management,
University of Toronto, CANADA in partnership

with Rotman/University Toronto Press. The views expressed are
those of the authors, and do not necessarily represent those of
Rotman ICPM or its Research Partners, the Rotman School of
Management or the University of Toronto.

Rotman International Journal of Pension Management is
distributed at no charge as an electronic journal and can be
accessed by visiting www.rotman.utoronto.ca/icpm. Print
copies can be purchased at a cost of C$50.00 per issue
(includes tax and shipping). To order print copies please
visit www.rotman.utoronto.ca/icpm.

This work is licensed under
the Creative Commons
Attribution-Noncommercial-
No Derivative Works 2.5 Canada

License. Under Creative Commons, authors retain ownership
of the copyright for their article, but authors allow anyone to
download, reuse, reprint, distribute, and / or copy articles from
the journal, as long as the original author(s) and source are
cited. No permission is required from the Author(s) or the
Publisher. To view a copy of this license please visit
www.rotman.utoronto.ca/icpm.

ISSN 1916-9833 (Print) – C$50.00
ISSN 1916-9841 (Online) – no charge

About Rotman International Centre
for Pension Management

The mission of the Rotman International Centre
for Pension Management (Rotman ICPM) is to
be an internationally-recognized, high-impact
catalyst for fostering effective pension design
and management. Its four primary tools to
achieve this goal are the funding of objective
and transformative research, the organization
of interactive, action-oriented discussion
forums, the publication of a readable journal
relevant to professionals in the pensions and
related fields, and the delivery of the globe's
leading governance education program for
Board members of pension and other long-
horizon investment institutions.

2014 / 2015 Research Partners
International
Global Risk Institute in Financial Services
TheWorld Bank

Australia
Australia Future Fund
Australian Super
QSuper
Queensland Investment Corporation
SunSuper
UniSuper

Canada
Alberta Investment Management Corporation
Alberta Local Authorities Pension Plan
British Columbia Investment Management
Corporation (bcIMC)

Caisse de dépôt et placement du Québec
Canada Pension Plan Investment Board
Healthcare of Ontario Pension Plan
Ontario Municipal Employees Retirement System
Ontario Teachers’ Pension Plan
Public Sector Pension Investment Board

Denmark
Danish Labour Market Supplementary Pension (ATP)
Pensionskassernes Administration (PKA)

Finland
Finland State Pension Fund
Ilmarinen

France
Etablissement de Retraite Additionelle de la
Fonction Publique (ERAFP)

Japan
Nomura Research Institute

Netherlands
Algemene Pensioen Groep
MN
De Nederlandsche Bank
PGGM

New Zealand
New Zealand Superannuation Fund

Sweden
Första AP-Fonden (AP1)

United Kingdom
National Employment Savings Trust
Railways Pension Trustee Company Ltd.
Universities Superannuation Scheme

United States
California Public Employees’ Retirement System
California State Teachers’ Retirement System
State Board of Administration of Florida (SBAFLA)
TIAA-CREF
Washington State Investment Board

Editorial Advisory Board
Australia
Jack Gray - Sydney University of Technology
Gordon Hagart - Australian Council of
Superannuation Investors (ASCI)
Wilson Sy - Investment Analytics

Canada
James Davis - Ontario Teachers’ Pension Plan
Malcolm Hamilton - Mercer (Canada)
Patrick Savaria - Caisse de dépôt et placement
du Québec

Denmark
Ole Beier Sørensen - Danish Labour
Market Supplementary Pension (ATP)

Japan
Sadayuki Horie - Nomura Research Institute

New Zealand
Tim Mitchell - New Zealand
Superannuation Fund

Netherlands
Rob Bauer - Maastricht University
Dirk Broeders - De Nederlandsche Bank
Jean Frijns - Corporate Director
Theo Kocken - Cardano

Sweden
Urban Karlström - Första AP-fonden (AP1)

United Kingdom
Gordon L. Clark - Oxford University
Roger Urwin - Towers Watson

United States
Don Ezra - Russell Investments
Brett Hammond - MSCI Barra
Stephen Lerch - State of Washington

Unsolicited articles can be submitted via PRESTO!
for consideration by the Editorial Advisory Board.
Please visit http://rotmanijpm.presto.
utpjournals.com/jmanager/users/login.

Editor
Keith Ambachtsheer

Associate Editor
Ann Henhoeffer

Copy Editor
Sylvia Hunter

Design
watermarkdesign.ca

105 St. George Street
Toronto, Ontario Canada M5S 3E6
Tel: 416.925.4153
icpm@rotman.utoronto.ca
www.rotman.utoronto.ca/icpm

a new way to think | pension management

http://rotmanijpm.presto.utpjournals.com/jmanager/users/login
http://rotmanijpm.presto.utpjournals.com/jmanager/users/login
mailto:icpm@rotman.utoronto.ca
http://www.rotman.utoronto.ca/icpm
http://www.rotman.utoronto.ca/icpm
http://www.rotman.utoronto.ca/icpm
http://www.rotman.utoronto.ca/icpm

	Guest Editorial – From Skeptic to Cautious Optimist: A Practitioner's View of Long-Termism
	Endnote
	References




