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executive summary

Banks play a special role in the economy
because they interact with all productive
sectors and this makes us a driver of
transformation and development and
provides us with a significant power to
influence positive changes in society.
We understand that, this way, we put
into practice our purpose, which is to
stimulate the power to transform
people, and our vision, which is to be a
leading bank in sustainable performance
and client satisfaction. To this end, we are
aware of market changes and trends and
we are integrating environmental and
social issues into our business strategies,
taking into account the concerns of clients,
employees, society and regulatory bodies.
This topic is not new for us: over the
past 18 years, we have been developing
actions and participating in initiatives to
reduce risks and seek environmental
and social opportunities. Over this
time, we have been creating strategies,
routines, processes and products,
adopting specific policies and signing
up to voluntary commitments that guide
the practices of our business units.

This journey started in 2000 with a
structure that is currently managed by
the Corporate Banking segment, which
is composed of the largest companies,
and that resulted in us becoming the first
bank in an emerging market to have a
formal environmental and social (E&S) risk
management system. This process evolved
after the signing of the Equator Principles
in 2004 when we joined this international
benchmark to assess environmental
and social risks in project financing.
Later, we expanded these assessments to
other types and volumes of credit, with a
new and innovative scope. In 2016 alone,
we issued 3,206 environmental and social
reports on our Retail and Middle Market
operations. Additionally, all operations
carried out with the largest companies
received some type of environmental and
social treatment, in accordance with the
principles of relevance and proportionality.

This learning process allowed us to extend
the identification of environmental and
social risks to other business segments.
In Investments, we developed a
proprietary methodology that integrates
environmental and social issues into the
appraisal of assets, which has been in place
since 2010. In Variable Income, the method
covers the totality of the companies listed
in the ISE and IBOVESPA indexes, 72% of
the companies listed in the main index
of the Chilean stock exchange (IPSA)
and 25% of the companies listed in the
Argentine stock exchange (Merval). The
same practice has already been applied
to 85% of the fixed-income securities.
In our Insurance unit, we also face several
new challenges, such as climate change
and the worsening of environmental
disasters, which can cause financial,
infrastructure and, mainly, human losses.
This motivates us to correctly quantify
and price the possible impacts, striving
to reduce our clients’ vulnerability.
Another major challenge is to provide
better quality of life to increasingly
longer-living clients, which demands an
even deeper engagement with people.
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While we seek to minimize risks, we also
look for new business opportunities,
like fostering a low-carbon and socially
inclusive economy. We do not forget about
our impacts on the environment either. For
this reason, we are increasingly investing in
operational eco-efficiency actions. This was
one of the main considerations when we
invested R$3 billion in our new Technology
Center in Mogi Mirim: the largest and
most efficient of its kind in Latin America.
It will increase our data processing
capacity 25-fold while its greenhouse
gas emissions will be fully offset.

These initiatives prove that we have
evolved a lot over time. However, we know
that we still have many challenges ahead.
Identifying new environmental and social
topics is essential, as we have learned
from the water crisis in Brazil in 2014,
particularly in the Southern region, which
represented an environmental incident of
a proportion never seen in Brazil before,
and from the growing deforestation of
our forests. The international expansion of
our activities also requires the alignment
of agendas in the many regions where we
operate. Human rights and climate change
are two topics that stand out in this
respect and, therefore, are the most recent
voluntary commitments we have assumed.
Additionally, we know that society’s
increased awareness of environmental
and social challenges make people
expect more from our operations,
products and services. By incorporating
risks and opportunities into our
strategy, governance, processes,
management practices, products and
services, we are creating a virtuous
circle that helps society prosper.

See below more information
on Itaú’s initiatives that are
already changing the world.
Enjoy your reading!

To learn more about Itaú’s
sustainability strategy, please visit:
www.itau.com.br/sustentabilidade/

introduction
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Changing for
the better
E&S issues are becoming increasingly
relevant. And Itaú Unibanco is on the
forefront of this new challenge by
disseminating the topic, managing
risks and seizing opportunities.

W

hen we consider environmental
and social risks and opportunities
in our actions, we also
encourage the use of best practices by
our clients. Together, we can foster the
transition to a new economy and have
a positive impact on the environment,
society and peoples’ lives.

A new context
But how, after all, can we contribute to the
creation of an increasingly better economy
and society? The first step is to identify
the topics that are debated the most by
society and other segments. Topics that
are recurring not only in the agenda of
companies and specialists but also in the
agenda of the government and the media.

Some examples are population growth
and aging, behavioral changes due to
new technologies, human rights-related
accomplishments and challenges, climate
change, among others. Consumers,
producers, industry, government and
society are more aware of these issues,
pursuing and calling for actions that
generate positive and long-lasting
environmental and social impacts.

$
World

Companies

Financial Sector

Itaú
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The financial sector
What is the financial sector’s role in
view of these new challenges? How
can banks, as financial intermediaries,
play an active part in this transition?
This discussion inspired a regulation by
the National Monetary Council (CMN)
focused on environmental and social
responsibility. Since CMN Resolution No.
4,327 was enacted, a minimum standard
has been established for all financial
institutions authorized to operate by
the Central Bank of Brazil. Recently, CMN
Resolution No. 4,557 also confirmed that
the environmental and social variable
must be incorporated into each bank’s
risk management in a manner that
is integrated with the other risks.

At the same time, the fiduciary duty
with investors, the public policies and
the incentives or barriers imposed by
the macroeconomic environment may
either contribute to or delay the progress
of this topic. Yet, banks can also address
these issues through their strategies,
products, services and practices, by:

Prior to that, many institutions already
had their own policies in place
related to the topic, and had already
assumed voluntary commitments,
such as the Equator Principles (EP), the
Principles for Responsible Investment
(PRI), the Principles for Sustainable
Insurance (PSI), the Brazilian Green
Protocol and the Global Compact.
We know that financial institutions
play a central role in local and global
economies, particularly because they
are responsible for the financial flows
between individuals, companies and
investors (see chart). The incorporation of
environmental and social issues brings the
task of enhancing these flows to create
a greener and more inclusive economy.

Credit and capital flow in the economy
Banks

Central Bank

Financial stability
Liquidity
Monetary base

$
Saving accounts
Financial reserves

Interest rates on credit
Saving accounts

Money

Consumer credit
Financial planning

Financing
Working capital

$
circular flow

Salaries
Profits
Dividends

Families

Industry

Bonds
Shareholding
Workforce
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•• Incentivizing better market
practices through the incorporation
of environmental and social
risks and opportunities
•• Improving risk management and
allocating both proprietary and
clients’ capital into more responsible
initiatives and companies.
•• Standing as influencer for the value
chain and creating shared value.

Itaú Unibanco
For Itaú, environmental and social
issues are an integral part of its
strategy. Today, the environmental and
social impact on our operations has
already been incorporated, taking into
consideration the demands of our clients,
employees, society, and regulatory
bodies. We also use these means as a
way to seek business opportunities.

We believe that transparently sharing
our practices and lessons may inspire
other organizations to unite in the
transition to a more sustainable society.

We consider the environmental and social
risk a component of the different types
of risks to which we are exposed, such as
credit risk, reputational risk and legal
risk. Being always aware of environmental
and social risks influences not only the
bank’s best practices but also our clients’.

In practice
Our experience in project financing has
taught us that it is essential to check
whether the client has an integrated
environmental and social management
system. This lesson resulted from a
dilemma that we faced in the financing
of a large hydroelectric plant for which
the client’s strategy was to share
environmental and social management
among different teams. Although this
strategy brought positive results for the
project, our team pointed out the need to
integrate management under the same
structure so as to ensure a global view
and treatment of the venture with respect
to environmental and social aspects.

Accordingly, we negotiated with the
client an action plan based on which our
environmental and social conditions for
financing were formalized. This action
plan became an agreement and started
to compose the list of obligations the
client had with the bank. The importance
of these obligations is comparable to the
economic and financial obligations and
may, for example, allow the bank, in the
event of non-compliance, to suspend
disbursements or even terminate the
operation early. Years after the contracting
of this financing, the support we offered
to the client in environmental and
social risk management already allows

us to monitor the application of an
integrated and mature Environmental
and Social Management System,
composed of essential elements such as
planning, execution, audit, exclusively
dedicated teams, formalized policies,
description of activities, legal risks and
requirements, as well as a document
recording system associated with the
routines for the identification and
treatment of non-compliance.
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Our
journey
Over the past few years, we assumed
commitments to incorporate
E&S issues into our management
processes and business model.

O

ur belief that the financial sector
can foster positive environmental
and social impacts is the result
of a long learning and maturing process.
This evolution follows the strengthening
of the topic in our own history.
It has been more than 18 years since Itaú
joined the Dow Jones Sustainability
Index and 10 years since it joined
ISE (BM&FBOVESPA’s sustainability
index) – experiences that allowed us
to manage environmental and social
issues in a more systematic manner.
Looking back, it is possible to see how
much we have progressed and why
it is important to keep evolving.

Since then, we have developed actions
that have been integrated into our
business and management model: we
have joined protocols and sector initiatives,
we have launched environmental and
social products and services and we have
developed governance and processes
by means of management policies
and practices. In addition to ensuring
compliance with regulations and legal
requirements, we put into practice a
strategic view that incorporated the
topic into our management processes
and, mainly, into our business model.
Therefore, we created long-term
value for the institution, employees,
clients, stockholders and society.

Our milestones
Since the beginning of its adoption by
Itaú, the environmental and social risks
and opportunities topic has evolved
considerably and generated significant
accomplishments (see chart). Some
factors were important for this process:
voluntary commitments and dialogue
with stakeholders, such as the Central
Bank of Brazil, the Ministry of the
Environment and experts, among others.

evolution

In Brazil and in the World

Itaú

1993

Criação da Fundação Itaú Social

Creation of the DJSI

1999

Itaú passa a fazer parte do DJSI

Creation of the CDP

2000

Itaú BBA lança seu Sistema de Gestão Ambiental

Launch of the Equator Principles

2003
Itaú publishes its first GRI Report

2004

Itaú becomes a signatory of the Equator Principles
Launch of Fundo Itaú Excelência Social
(Social Excellence Itaú Fund) (FIES)

Creation of the ISE

2005

Launch of the PRI

2006

2007

First response to the CDP
Itaú joins the ISE

Itaú launches its Institutional Environmental
and Social Risk Policy for Credit

Itaú discloses its first GHG Inventory
Itaú becomes a signatory of the Green Protocol and the PRI
Launch of the GHG Protocol Brazil Program
Launch of the Green Protocol

2008

Itaú chairs the Steering Committee of the
Equator Principles (2008-2010)
Itaú launches the Fundo Ecomudança (Eco-change Fund)
Itaú becomes a member of the Steering
Committee of the Equator Principles
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In Brazil and in the World

Launch of the IIRC: International
Integrated Reporting Council

Itaú

2010

Integration of ESG into Itaú Asset Management

2011

Itaú launches the Sector Environmental
and Social Risk Policy for Credit

2012

Itaú become a signatory of the PSI

2013

Itaú launches its Procurement Policy with
environmental and social criteria

IFC Sustainable Bank of the year
Creation of the PSI
Launch of the LatAm Outreach Program

Launch of the Equator Principles III

Launch of Itaú’s first Integrated Report

CMN Resolution No. 4,327

2014

Itaú launches the Sustainability and Environmental
and Social Responsibility Policy

Launch of Climate Change and
Human Rights Commitment

2015

Publication of our environmental targets for 2020

Mapping of the RSA2016 Management project

2016

Itaú CorpBanca Merger – Single subscription by Itaú
Unibanco and Itaú CorpBanca to the Equator Principles

Reelection of Itaú to the Steering Committee of the
Equator Principles – LatAm Representative
Beginning of the execution of the
RSA Management project
Launch of CMN Resolution No. 4,557

2017

evolution

Over the course of this decade, the
commitments assumed by Itaú were
incorporated into the routines and
systems of the respective departments.
In addition to participating in market
initiatives, we also established our own
commitments in emerging topics, such
as Human Rights and Climate Change.
In 2014, CMN Resolution No. 4,327 led
to the creation of an Environmental
and Social Responsibility Policy that
includes measures for risk management,
governance structure and relationship
with stakeholders. The purpose of
this Resolution is to guide financial
institutions in the establishment of
environmental and social responsibility
principles, guidelines and practices.

After a thorough and participative process
(see table), the environmental and social
responsibility issues were incorporated
into our existing Sustainability Policy.
The Sustainability and Environmental
and Social Responsibility Policy
formalizes the guidelines and principles
to incorporate these practices into
our business, activities and operations
(from the administrative buildings to
the branch network and data center
Our pioneering role and the practices
that we already had in place allowed
Itaú to be ready to meet the regulatory
requirements. The discussion also enabled
us to make an in-depth review of our
processes and routines for the different
segments and gave us the chance to
revisit our business opportunity strategy.

Team work
In order to comply with CMN
Resolution No. 4,327, Itaú
organized working groups
composed of representatives
from the highest-impacted
departments and conducted
an internal and external
engagement process.
Accordingly, the contribution
of employees was essential
for the improvement of
our policy in compliance
with the new regulation.

More than two years after their
implementation, we see the need
to constantly review our processes
and policies, and also conduct a
more in-depth analysis, taking into
consideration all of our business units.

Published studies
In 2017, we launched
two new publications:
•• Commitment to Climate
Change: a document from
2015 that was fully revised,
with updates on our journey
in the past few years and
future commitments
with respect to the topic.
Click here to see the
complete document.
•• Credit Portfolio Study: a
publication that gathers the
main results and conclusions
of the study on the impact
of climate change on the
bank’s credit portfolio.
See the study here.

To learn more about Itaú’s
sustainability strategy, please visit:
www.itau.com.br/sustentabilidade/
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Governance
How to disseminate the risks and
opportunities at Itaú and put
our philosophy into practice.

I

n order to mobilize a company
as large as Itaú, with more than
90,000 employees and presence
in many countries, we need a very welldefined governance model and processes.
It is important to bear in mind that,
despite the specific duties, the concern
about sustainability, which includes
environmental and social risks and
opportunities, is one of the assumptions
in Itaú’s philosophy. Although it is
addressed in different ways by the
many departments of the bank, the
topic is part of our culture and equally
disseminated throughout the segments.

For this reason, the decisions that
involve the topic are, in general, made
after discussions in committees based
on well-established processes that
ensure the consistency of practices and
the effective application of guidelines.
Today, we have our own governance
structure for the matter, with duties for
the operational departments and for
those in charge of the internal processes.

evolution

Sustainability Governance

Social and Environmental Risk Governance

Composed of members
from the Board of Directors,
it validates and incorporates
sustainability trends into
the bank’s strategy

Sustainability
Supervision Committee

Composed of members
from the Executive
Committee, it assures
the incorporation of our
sustainability strategy
into the bank’s business

Composed of executives
from the areas directly
involved in the sustainability
agenda, it guarantees that
sustainability management
is on track, monitoring
action plans and goals

Composed by executives,
managers and supervisors
from areas involved in
sustainability projects,
they are responsible for
the management of these
projects and operate
alongside our business areas

Sustainability
Executive Committee

Sustainability
Committee

Specific
Committees

Socio and Environmental
Risk Committee

It is mainly comprised of executives
and representatives of the Risk,
Compliance, Legal and Sustainability
areas. Its purpose is to deliberate
on institutional understandings
related to the company’s activities
and operations exposure to
social and environmental risk,
as well as to recommend roles
and responsibilities concerning
the management of such risk

Social and Environmental
Risk Units

Multidisciplinary teams from
the business and risk areas,
which will assess the social
and environmental risk of the
company’s operations and
activities with the support
of Legal, Sustainability and
Compliance departments.

performance

Comprehensive
approach
Itaú’s Sustainability and E&S Responsibility Policy
is integrated by the different business areas.

Business areas
and segments

O

ur governance strategy for
Sustainability and Environmental
and Social Responsibility is
unique and addressed by the departments
that operate directly with Itaú’s business
segments: Corporate, Middle Market,
Retail, Investments and Insurance, and
support activities, such as Asset and
Supplier Management, Legal, Compliance
and Sustainability (see chart).

Credit
Retail
Wholesale – medium-sized and large
companies

Investments
Variable Income
Fixed Income
Itaú Unibanco Holding S.A.

Structured products

Insurance
Investments

Credit

Insurance

Internal Processes

Life and Pension
Health
Property and Casualty
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Credit
approach
How E&S analysis
can minimize risks,
identify opportunities
and encourage best
practices for our clients.

I

ncluding environmental and
social analysis in our operations
means promoting better business
conditions and accelerating the economic
transition. By doing this, we contribute to
generate a positive impact on society.

Where it all started
The process of integration of
environmental and social risks and
opportunities started in the credit
segment. The topic was introduced
in 2000 by means of activities with
the International Finance Corporation
(IFC). With this initiative, Itaú became
the first emerging market bank to
have an environmental and social
risk management process.

In 2004, after the signing of the Equator
Principles (see table), the risk identification
and assessment process adopted more
standardized guidelines. Progressively,
these criteria started to involve other
types of credit, culminating in the
structuring of the Environmental and
Social Risk Policy for Credit, in 2007.
Then, we started to assess environmental
and social risks also in the small and
medium business segments.

performance

About the Equator
Principles
It is a benchmark for the financial
sector for the identification, assessment
and management of environmental
and social risks in projects and it is
applicable to four types of products:

•• Project finance, at an amount equal
to or higher than US$ 10 million.
•• Corporate projects, when all of the
elements below are present.
•• Project-Related Corporate
Loans, provided that:
i. The majority of the loan is related to
a single project over which the client
has effective operational control;
ii. The total aggregate amount of the
loan if of at least US$ 100 million;
iii. The individual commitment of the
creditor is of at least US$ 50 million;
iv. The loan tenor is of at least two years;
•• Advisory services in project
structuring and bridge loans.

Following the principles
In our business model, we have
a team exclusively dedicated
to structuring Project Finance
operations to which the Equator
Principles criteria are applicable. This
team is organized by sectors and
integrates the macroeconomic and
regulatory aspects of each sector
into the portfolio of products.
In addition to the assessment
conducted by our technical team
that supports the project finance
operations department, the
projects that are subject to the
application of the Equator Principles
may require the retention of an
external consultant to carry out an
independent environmental and
social review. Engaging an external
consultant is mandatory for the
financial closing and over the life of
the loan for all high impact projects
and for those with medium risk,
as selected by our technical team.
For medium and low risk projects,
the review can be conducted
by our own technical team.
The analysis according to the
criteria of the Equator Principles
occurs throughout the term of the
financing. The extent of this diligence
in the environmental and social risk

management was disclosed in the
article “The Equator Principles and
the IFC Performance Standards – Itaú
Case Study on Financing Projects
in the Energy Sector”. Using the
energy sector as a backdrop, we
presented, in this material, some of
the most common challenges and
difficulties faced by our teams and
the lessons learned over 10 years
applying the Equator Principles.
Between 2008 and 2010, Itaú chaired
the Steering Committee of the
Equator Principles. Currently, we
are the only Latin American bank
with a seat on the committee.
We lead a working group focused
on the expansion of the Equator
Principles in Latin America,
developing communication, support
and training strategies for other
financial institutions in the region.
Itaú Unibanco’s teams, including
the units in Latin America and
the International Wholesale
department, take training
programs on the Equator
Principles on a frequent basis.

Click to see our publications containing practical case studies in which the Equator
Principles were applied.
www.itau.com.br/_arquivosestaticos/Itau/PDF/Sustentabilidade/
The_Equator_Principles_and_the_IFC_Performance_Standards.pdf
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Our policy
Launched in 2007, the Environmental
and Social Risk Policy for Credit contains
specific guidelines and rules for the
granting of credit that strengthen our
environmental and social risk governance
and establish its analysis tools. Among
these tools are the list of prohibited
and restricted activities, the inclusion
of covenants, requirements for the
analysis of guarantees and checks of
compliance by projects, among others.

The environmental and social risk
of small and medium businesses
can be categorized as follows:

This policy was unfolded into sector
policies (see table) for the different
business areas: Corporate, Small and
Medium-Sized Companies (Middle Market
and Retail), Real Estate Loans and Vehicle
Financing. It is important to note that,
after the new CMN Resolution No. 4,327,
all policies were revised (in 2014).

B: Medium risk – textile activities, mediumimpact industrialization, processing of
raw materials, distribution and sale of fuel,
cargo transportation and storage, civil
construction, vehicle and machinery repair
and maintenance services, hospitality
and entertainment, health services,
medium-impact agribusiness, animal
breeding, forestation and reforestation,
tobacco, beverages, among others.

A: High risk - high-impact industrialization
activities, high-impact agribusiness, animal
slaughter, mining, metals, steel and iron,
petrochemical, sewerage, waste treatment,
leather tanning, sugar cane processing,
electric energy generation, distribution
and transmission, plant extraction, pulp
and paper, chemical, among others.

For these segments we have a careful
analysis process based on answers to an
environmental and social Self-Declaration
Questionnaire (for clients in the
A category), Environmental License
analysis, identification of discrediting
behaviors, activity risk mitigating
instruments and surveys by key words
that are relevant to each segment, in
accordance with the Environmental and
Social Risk Management Procedure Manual
and criteria for the selection of each
segment described in the items below.

C: Low risk – which include mainly services
and low-impact trade, are treated by
means of the passive identification of
information in the media or information
surveyed by other departments such
as KYC, Credit or Commercial.

performance

Environmental and Social Risk Policy
The Environmental and Social Risk Policy
contains the criteria for the analysis of clients
and projects and the establishment of real
estate guarantees and the inclusion of
covenants. To this end, we must consider:

•• Firearms and ammunition;
•• Activities of extraction and production of wood,
firewood and charcoal from native forests;

List of prohibited activities

•• Fishing activities;
•• Extraction and industrialization of asbestos;
•• Cold storage plants and cattle slaughterhouses.

We do not carry out new loan operations
with companies involved in:

Client analysis (small and medium businesses)

•• Labor in conditions similar to slave labor;
•• Child labor in violation of legislation;
•• Encouragement of prostitution.
List of restricted activities
We have specific guidelines for making
an environmental and social risk
analysis in the following segments:

We have guidelines for the analysis of
environmental and social compliance for small
and medium businesses in accordance with the
risk related to the category of the environmental
and social impact of the companies’ segments.
(A – High Risk; B – Medium Risk and C – Low Risk)
Project financing
We follow the criteria determined in accordance
with the type of operation/project.

Guarantees
Specific requirements for the establishment
of real estate guarantees.
Covenants
We consider the environmental and social
risks associated with the type of credit and
the subject matter of the financing in the
formalization of loans and financing.
Approval authority
In accordance with our Environmental
and Social Policy for Corporate Credit, the
technical departments assess and classify the
environmental and social risk according to
its potential impact: high, medium and low.
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Credit granting process
01

Beginning of the relationship

The client intends to operate
or is operating with Credit

Credit relationship denied.

Restricted list:
If the client’s activity is in the
restricted list, it will be subject
to a specific analysis, according
to the existing guidelines.

1st step:
Internal check for noninvolvement with
prohibited activities.

3rd step:
2 step:
nd

Activities that encourage slave
or child labor or prostitution.

Internal check for whether
the activity is included in the
list of restricted activities.

List of activities:
manufacture and sale of
military hardware, firearms
and ammunition; extraction
of wood from native forests;
fishing activities; extraction
and industrialization of
asbestos; cold storage plants
and cattle slaughterhouses.

It takes into consideration
criteria such as necessary
environmental licenses and
authorizations, environmental
and social practices and behavior
and mitigating agents of
environmental and social risk.

The clients that will be subjected
to an environmental and social
compliance analysis are selected.

The selection takes into
consideration the clients
that have relevant Credit and
Environmental and Social risks.
The environmental and social
risk is defined based on the
potential of risk of the activity
carried out by the client and
it can be categorized as High
Risk, Medium Risk or Low Risk.

4rd step:
Performance of the Environmental
and Social Risk Analysis.

performance

02

04

Choice of the products offered

In accordance with the
products offered to the client,
a specific pre-contracting
diligence may be necessary.

Example:
In the event of project financing,
some information may be
required prior to the approval of
the credit line or the contracting
of the operation. (Licenses;
criteria for the application of the
Equator Principles; Environmental
Rural Register (CAR), etc.).

Approval of lines

Assessment of products:
In order to identify the products
that present some potential
environmental and social risk
to the bank, the Environmental
and Social Risk Management
works as an integral part of
governance of approval of
Wholesale and Retail Products.

03

Establishment of guarantees

If any credit product or condition
requires a real estate guarantee,
whether a Lien or Mortgage,
the property must be analyzed
after filling out a Preliminary
Environmental Real Estate
Analysis Questionnaire.

If any indications of
contamination are found,
a more detailed analysis
will be necessary.

Favorable environmental
and social analysis
completed!
The client can proceed with
the Credit relationship

05

Reassessment

Whenever the line is
renewed, the process
begins again.
The process is frequently
audited and the front
office (commercial and
products) are trained by
means of e-learning.
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Our methodology
The environmental and social risk
assessment follows the principles of
relevance and proportionality. This means
that the extent of the environmental and
social due diligence varies according to
the segment and the products assessed.
In order to ensure the accuracy of the
information analyzed, the entire process
is carried out together with the client,
including technical visits, when applicable.
Our team
In order to ensure a consistent
environmental and social risk analysis,
we believe it is necessary to value
different viewpoints. To this end, the
Environmental and Social Risk unit, an
institutional department within the Risk
Office that is responsible for the analyses,
is composed of professionals with
different backgrounds and education.
Multidisciplinary teams are essential
for a more accurate identification of
the risks involved in the operations.

In total, there are more than 25
professionals distributed among teams
dedicated to the environmental and
social risk subject, including economists,
engineers, biologists, geographers,
environmental managers and lawyers. The
work is integrated among the teams of the
Environmental and Social Risk Department,
which is in charge of the technical
assessments of the topic; the Sustainability
Department, responsible for trends,
requirements of market indexes with a
greater bias towards external lessons on
environmental and social opportunities;
the Environmental and Social Legal
Department, responsible for assessing
the legal risk; and the Environmental
and Social Compliance Department,
responsible for envisioning internal and
external risks, including reputational,
from a risk management perspective in
the bank’s processes and procedures.

Achievements
in Credit
Performed approximately

E&S assessments of SMEs.

in financed projects
assessed under the Equator
Principles criteria.

All of them are under continuous training
by means of lectures, workshops and
courses, including international, monitored
by the Human Resources Department.
Additionally, other professionals
connected to the business areas also
go through environmental and social
risk-related training. In 2016, 79%
of the employees from the credit,
product and commercial departments
were trained – and the target is to
keep this indicator always above 75%.
This structure gives Itaú an enormous
operational capacity (see table).

in financed projects assessed
under the Environmental
and Social Risk Policy rules.

performance

In practice
Conscious Risk
and Sustainable
Management with
Rural Clients

The bank increased, as a commercial
strategy, its portfolio of rural clients and,
confident in the potential of partnership
with clients in the management of
environmental and social risks that
can have credit, legal and reputational
impacts, the Environmental and Social
Risk, Commercial and Legal departments,
together, developed the project in order
to reduce the bank’s risk of exposure in
the agribusiness chain and to cooperate
with clients in a sustainable manner for
a long-term constructive relationship.

The objectives were:

The strategy was to increase the
understanding of the industry’s risks
by means of consultation with different
stakeholders and analysis of the best
practices in the market. Development of a
tool, in partnership with the Commercial,
Environmental and Social and Legal
departments to identify and mitigate risks
to the client and to the bank. Technical
training, through internal multiplying
agents, of the commercial teams related
to labor and environmental aspects
(all officers and assistants trained).

3. Focus on client: Develop, together
with clients, sound knowledge of
the segment in order to become
a benchmark in the market.

1. Cooperation: Work together with
the departments involved in
order to disseminate technical
knowledge and induce changes
related to the environmental and
social aspects in our clients.
2. Risk management: Manage credit,
legal and reputational risks, reinforcing
our commitment and compliance
with regulations and good practices.

The main distinction of the project was to
be able to understand, prior to the credit
approval, the real needs of the client,
and having the full commitment and
support of the Commercial Department
for doing so shows how the environmental
and social risk really interferes in cash
flows and, if it is mitigated early, with
diligence and analysis, credit, legal and
image problems can be avoided for all
parties. The project is valuable because
it can be easily reproduced in other
business lines and it has proven to be a
reference regarding how the institution
wants to have its brand positioned in
the market. A sustainable performance
bank looking towards the future shows
that is possible to carry out objective
and efficient risk management, thus
ensuring that it positively influences
its portfolio. We do not avoid risks. We
assume them in a conscious way and
support, as partners, clients to evolve
in their environmental and social
management, ensuring the sustainability
and longevity of our business.
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Investment
approach
How our investment decisions
contribute to more sustainable
projects and direct funds
to companies that create
a positive impact.

S

ince 2004, environmental and
social risks and opportunities
have been playing a key role
in Itaú Asset Management (IAM). By
taking these issues into account when
evaluating a company, we get an in-depth
understanding of the environmental
and social risks to which the company
and therefore the investment are
exposed and the opportunities created
by integrating environmental and social
variables. Accordingly, we are able to
price these issues and obtain the fair
value of the company and the asset,
thus complying with the fiduciary
duty that we have with our clients.

Likewise, we encourage companies to
regularize their practices and join us in
the build-up of a new reality. This vision is
translated into our products and strategy.

Principles for
Responsible
Investment (PRI)
A United Nations initiative, this is a
global investors platform aimed at
understanding the implications of
sustainability in investment decisions
and management practices;

Today it has over 1,746 signatories
in the world that generate more
than US$59 trillion in assets.
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Our milestones
The year 2006 is considered a relevant
year for investments in the world:
It was the year when the Principles
for Responsible Investment (PRI)
were launched (see table). Itaú Asset
Management (IAM), responsible for our
asset management, was the first large
asset manager in Brazil to become a
signatory, two years after its creation. As
an institutional investor, we are committed
to take into account environmental,
social and corporate governance (ESG)
issues in our investment decisions.
Even before signing the PRI, the
environmental and social risks were
already taken into account by Itaú Asset
Management. In 2004, we launched Fundo
Itaú Excelência Social - FIES, a fund that
invests in shares of socially responsible
companies and allocates part of its
management fees to educational projects.

Our methodology
FIES served as a “room test” for the
ESG integration model developed by
Itaú Asset Management for evaluating
companies. Since 2011, this method has
been applied to valuate companies that
issue fixed and variable income assets.
This innovative method of Itaú integrates
environmental and social issues into
traditional valuation models used
by investment analysts. Through this
integration process, we have learned
that environmental and social issues are
actually relevant for business and have
the potential to impact the financial
performance of listed companies.
An example of these efforts is our
awareness of the regulatory aspects
related to climate change. In our valuation
model, we apply a shadow price for
carbon emissions using, as a reference,
a pricing approach that is in line with
international markets (U.S. and Australia).
This variable is entered into our model
system, enabling us to estimate GHG
emission costs for the companies listed in
the Brazilian stock exchange. Therefore,
we are able to calculate the financial
impact of emissions on the market price
of these companies and their shares.

By adjusting share target prices to the
securities listed in the stock exchange,
we are able to foresee events that
can add or destroy the value. In Fixed
Income, we project the impacts on
solvency and liquidity indicators,
which reflect the company’s ability to
make payments within the established
terms. Accordingly, we are able to build
portfolios with risk-return profiles that
are more adjusted to each client.

Ahead of
changes
Itaú Asset Management is
also an investor signatory
to the Carbon Disclosure
Project (CDP), endorsing
the questionnaire on risks
and opportunities related
to climate change. The
information reported by
companies to CDP is included
in our ESG integration models.
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ESG integration into
company valuation
Productivity

Costs
Operational
Water, energy
and materials
Waste
Management

Biodiversity
and Land Use

company

Workers

Expenses

Environmental
Dimensions
Climate
Change

Capex

Renenues

Suppliers

Social
Dimensions
Communities

Reputational
Cost of Capital

Customers

Premium price
Market
New Markets
Our securities valuation method covers:
•• 100% of the companies in the ISE and IBOVESPA indexes;
•• 75% of the companies in Chile’s main stock exchange index (IPSA);
•• 25% of the companies in Argentina’ stock
exchange index (Merval); and

Penalties
and Sanctions

Regulatory

Capex

•• 85% of fixed income securities.
Business
interruption
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Our team
It was crucial to develop internal skills
to perform these analyses. Since 2011,
we have an ESG specialist portfolio
manager and, since 2014, an analyst who
is exclusively dedicated to these issues.
The analysis of the company or asset to
be invested in is shared with all other
sector analysts and fund managers. These
opinions are also taken into account
by our investment committees, where
asset purchase and sale decisions are
made. This team was joined in 2017
by the Chief Economist of Itaú Asset
Management for the analysis of ESG issues.
Our team of investment analysts and
managers also receive ongoing training
on our ESG integration methodology and
related topics. In addition, these topics are
presented and discussed at analysis and
management meetings. We frequently
attend a number of events where our
methodology and environmental and
social issues impacts are discussed.

To learn more about the
environmental and social initiatives
of IAM, please see to:
www.itauassetmanagement.com.br
•• White Paper on ESG Integration
in Companies Valuation –
Variable and Fixed Income;
•• White Paper on Water Risks;
•• IAM Responsible Investment Policy.

Thematic Funds
Fundo Itaú Excelência Social (FIES):
since it was launched in 2004, this equity
fund has been investing in socially
responsible companies. The selection
process for the companies that make
up the FIES consists of excluding or
including certain sectors/companies and
applying the ESG integration method
to other assets eligible for investment.
In addition, 50% of management fees
of this family of funds are donated to
educational projects developed by NGOs
in Brazil. From 2004 to the end of 2016,
over R$30 million was transferred to 165
NGOs, benefiting over 36,500 children and
youngsters, in addition to 3,400 educators.
Fundos Itaú Ecomudança: “Ecomudança”
fixed income funds donate 30% of their
management fees to support GHG
emission reduction projects that develop
initiatives related to urban mobility,
energy efficiency, renewable energy,
waste management and sustainable
agriculture and forests. Since 2009, the
“Ecomudança” program has invested
approximately R$5.3 million in 46 projects.
This program benefited around 980
families, 473 of which had an increase
in income of more than 10%. Also, over
2,000 hours in training on sustainable
practices were provided. The overall GHG
emission reduction generated by the
benefited projects totaled 22,000 tCO2e.
Fundo Itaú Futura: between 2010 and
2016, Fundo Social Itaú Futura donated
over R$1.64 million to educational
projects developed by Roberto Marinho
Foundation´s Futura TV channel, which
accounts for 30% of its management fee.

Corporate Governance Funds: Itaú
provides its clients with Corporate
Governance investment products: Fundo
de Índice IGCT – B3 (BM&FBovespa) and
Fundo Itaú Governança Corporativa.
These products invest in companies that
have distinctive corporate governance
practices. These practices are mostly aimed
at providing (i) greater transparency and
security in the disclosure of information
on the company to stockholders
and the general public; (ii) equitable
treatment to stockholders; (iii) controlling
stockholders’ responsibility towards
minority stockholders; (iv) improved
company’s relations with potential
investors and other market players;
and (v) increased valuation potential
of the companies that adopt them.

Our engagement in
the Social Finance
Task-Force
In 2015 we joined the Strategic
Committee of the Social
Finance Task Force (SFTF),
a working group created
to identify, connect, and
strengthen organizations and
strategic topics in the field
of social finance and impact
investing in Brazil. SFTF has
joined other global movements
in a number of countries for the
purpose of sharing experiences
and successful case studies. At
Itaú, we understand that impact
investing is the next frontier
in the investment industry.
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In practice
The impact of climate
change on companies’
value is on IAM’s watch list.
We are aware that climate change will
significantly affect different economic
activities – from agricultural production
to the possible creation of new carbon
rates. But how do these issues affect
the value of listed companies?
With our proprietary method, we take into
account the financial impact of extreme
events, the possibility of inflation, the
so-called ecoinflation (inflation derived
from the fall in production or raw material
availability), and even the financial impact
of pricing or taxation of carbon emissions.
We also analyze each company’s track
record, its practices, risk exposure
and management capability. The final
result is divided by the company’s
market value (see table).
In some cases, the impact is close to
one-tenth of the market cap of some
companies. And the risks are not only
abrupt and extreme events, such as storms
that might cause shutdowns and fatalities.
Often, performance differences are subtle
and gradual. Therefore, it is also important
to monitor investments made in the
mitigation of and adaptation to climate
change, factors that can advance changes
in the company’s production levels.

Assessment of impact by segment
7,54%
-8,71%

Sugar and ethanol
Aviation

-4,42%

Civil construction
4,12%

-0,59%
-1,54%
-2,97%
-6,06%
-0,80%

Wood
Pulp and paper
Oil and gas
Utilities
Steel and iron
Retail
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In practice
How our studies prepare us to anticipate
the effects of the water crisis and adopt
new measures to save water.
In 2014 and 2015, the Southeastern region
of Brazil faced the worst water crisis in the
past 80 years. The lower rainfall volume
in the past four years was the main
cause, and it was worsened by structural
problems, such as high losses in water
distribution, low storage capacity, and
large dependence on few reservoirs.
Despite some improvement at the
beginning of 2015, the water picture
in Brazil is still a cause for concern and
measures indicate the need to remain
alert. The Brazilian Panel on Climate
Change (PBMC) has developed scenarios
indicating that such droughts will become
more frequent. This will require, from
both government and consumers, a new
mindset in the use and management
of water resources throughout Brazil.
Water restrictions can cause a significant
impact on the industrial sector. Some
segments are very dependent on
water as an input and interrupting its
supply or increasing its price might
cause financial distress to companies.

Studies conducted by the Macroeconomic
department mapped the most impacted
sectors and regions, as well as its influence
on Brazilian GDP. This represents a risk
for banks’ portfolios – and it would
not be different for Itaú. In addition
to contingency and mitigation plans
and improving water efficiency in
administrative buildings and branches,
we seek to understand how our clients
would be affected and which sectors
would be more exposed (see chart).
This study has clearly shown that
small companies are more affected by
restrictions in water availability because
they are more dependent on distributors
and for have less water reuse equipment.
Meanwhile, large companies, in many
cases, have alternative water sources
and are able to reallocate production
to plants located in regions that are
less affected by the water crisis.
Itaú Asset Management developed
another significant front and mapped
how the rise in water cost impacts
company valuation. These analyses
are essential to integrate new types
of risk, such as water risk or even
climate risk, into the bank’s business.

The effects of
the water crisis
on companies
Most affected sectors:
••
••
••
••
••
••
••
••
••

Agriculture
Food and beverages
Chemical
Steel and iron and metals
Oil and gas
Clothing
Pulp and paper
Automotive
Services (bars and restaurants, hotels)
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Insurance
approach
How to give new meaning to risk
management and adopt even
more sustainable practices.

I

n the insurance segment, risk
management is at the heart
of the business. It allows us
not only to be more accurate in pricing
products, but also to raise awareness
on how environmental and social
issues can impact our clients’ lives and
business. See below some of our efforts
that contribute to these initiatives.
Our milestones
Itaú’s Insurance department has also
made several accomplishments. One in
2012, when it became a signatory to the
Principles for Sustainable Insurance
(PSI). Similarly to the PRI, this initiative is a
global framework that helps the insurance
industry address environmental, social
and governance risks and opportunities.

The risks
Many environmental and social issues
pose great challenges to the insurance
sector. Among them are climate change
and the worsening of environmental
disasters. After all, climate change is one
of the variables that affects the essence
of the business the most: companies
are increasingly seeking to protect
themselves from the risks related to the
topic, which increases the responsibility
and the risk of insurance companies.
Our major challenge is not only to
protect our clients from these risks
and reduce their vulnerability, but also
to quantify and price these impacts.
Natural disasters, for example, may
cause not only major financial losses, but
also environmental and social losses.

Comparing the 1970’s to today, insurance
recovery related to extreme climate
events increased more than 10-fold – a
trend growing over the past decades.
This represented over US$47 billion in
2016 in the whole world. Among other
factors, this is caused by aggravating
factors such as high population density,
which may increasingly expose people
to these situations, and the increase
in the emission of pollutants.
But how can insurance help minimize
these impacts? We can minimize
the effects of critical situations by
taking into account climate issues in
product pricing and the adequate
contracting of insurance policies.

performance

The incidence of extreme events has
different effects on the loss ratio of
different insurance lines, varying from
10% in Vehicles to 20% in Property
and Casualty. There are also possible
secondary effects, such as the
increase in hospitalization rates due
to diseases related to these events.
Risk premiums based on the exposure of
each client to environmental disasters,
which vary depending on the region,
encourage clients to adopt more efficient
measures to reduce their vulnerability
and enhance their risk protection.
The opportunities
In the search for opportunities with
environmental and social benefits, we
increasingly integrate climate and its
impacts into our products. This is the case,
for example, of Home Insurance, which, in
addition to the standard coverage, has an
environmental services package, giving
advice on eco-efficient solutions (use of
renewable energy, reuse of water, and
waste management, among others). In
addition, our Business Insurance sought
business opportunities when it launched,
in 2017, different segmented versions
for offices, bars and restaurants, food
trade and clothing businesses, therefore
customizing insurance coverage in
accordance with the need of each business
segment. This update also counted on tips
to save financial and natural resources.

Another example is the Extended
Guarantee Insurance, which protects
a product from functional defects and
provides for the right disposal of electric
and electronic waste. In 2016 alone,
57,217 salvaged items in the entire
Brazilian territory were properly disposed.

Itaú Home Insurance
in numbers
We have

1.4 MILLION
clients, which represents about

21%

of the Brazilian market
in the segment.

Principles for
Sustainable
Insurance (PSI)
Launched at the United Nations
Conference on Sustainable Development,
this initiative seeks to understand, prevent
and reduce ESG risks by generating
new opportunities, promoting effective
protection and risk management and
helping create a healthier, safer and more
sustainable world. In 2015, the PSI had
83 signatory organizations, with more
than US$14 trillion of assets under their
management. These principles are:
•• To embed ESG issues in decisionmaking, such as risk strategies,
management and underwriting,
development of products and
services, and sales and investments.
•• To work together with clients and
business partners to raise awareness
of ESG issues and develop solutions.
•• To work together with governments,
regulatory bodies and key stakeholders
to promote a widespread action
across society on E&S issues.
•• To demonstrate transparency
in regularly disclosing publicly
the progress in implementing
the principles.
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Finally, we constantly improve our
insurance and pension plan products
and services to offer better quality of
life to longer-living clients. This is the
case of our brand new Senior Citizen
Personal Accident Insurance, aimed
at people over 60 years of age, which
was structured to meet the needs of
this age group, including discounts at
drugstore chains, for example. With these
practices, we enhance our offers and
place ourselves in a privileged position
in the market. During the entire product
conception and pilot launching process,
people were consulted in a process of
joint-creation with the target audience.
We are aware that integrating these issues
into our risk models is not enough. We
believe that many of the solutions come
from engaging clients, understanding their
needs and investing in communication
and transparency. For this reason, in
2014 we launched Proteja, an online
platform with tips and guidelines on
protection and insurance. It compiles
tutorials on frequently asked questions
in a simple and educative manner.

Our team
The engagement of our team has
been essential to the management of
insurance risks and the implementation
of our strategy. As usual, we follow the
target of training more than 75% of our
employees from this department.
In 2016, we launched a new environmental
risk e-learning tool that is applicable
to all employees involved in products
to companies. Our commitment is to
provide training to 75% of these people.

Implementing
the principles
In order to apply the PSI,
we created an internal
platform on insurance
sustainability that includes
all topics relevant to our
team. We also developed
an exclusive tool to
assess compliance of our
products with the PSI.

Business Insurance
In 2017, we reframed the
approach and presentation
of the Business Insurance
by including business
segment niches. Therefore,
we offer exclusive coverage,
assistance and tips on
Sustainability to each
business line, such as
offices, bars and restaurants,
food trade and clothing
businesses. We currently
have around 57,000 clients.
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Opportunities
How environmental and social
opportunities lead us to assume a
leading role in the development
of a more sustainable world.

W

e know that our work does not
end with the identification and
mitigation of environmental and
social risks. As a financial institution, we
should also pursue, in all of our areas of
operation, business opportunities with a
positive environmental and social impact.
Therefore, not only we employ our own
resources, but we dedicate the time of our
teams to this topic. In addition, we engage
partners to contribute more effectively
with resources towards the new economy.
Our search for new opportunities
enabled us to consolidate, in the past
few years, the transfer of funds from
the Inter-American Development Bank
(IDB) for renewable energy, energy
efficiency, clean production, biofuel and
sustainable construction projects and
other green projects. We also transferred
lines of credit from the IFC to renewable
energy generation, energy efficiency
and GHG emission reduction projects.
We are also engaged in low-carbon

agriculture topics through the provision
of lines from the ABC Program, transfers
of funds from Caixa Econômica Federal
(CEF) for environmental sanitation and
contribution of own funds to energy and
micro-credit projects. In 2016 alone, we
supported, with our own resources, wind
energy projects totaling R$550 million
to mitigate climate change effects.
These opportunities are identified
in different areas of operation, such
as Environmental and Social, and
Products and Services Analysis.
Social
Initiatives in this front help promote
economic empowerment and credit
access to those that are traditionally
excluded from the financial system,
in addition to helping our clients
improve their business. Some of our
achievements in Social Development are:

1. Itaú Microcredit
To foster entrepreneurship, we provide loans
to formal and informal micro-entrepreneurs.
•• In 2016, we granted loans of over
R$16 million to 2,968 clients.
•• At the end of the year, this portfolio
amounted to R$9,268,060.00 with
2,778 clients, 16.3% of which are
entrepreneurs that had not been
previously served by the program

2. Itaú Women Entrepreneur Program
Created in 2013 in partnership with IDB and
IFC, it is aimed at offering financial and nonfinancial solutions to women entrepreneurs
•• We held finance workshops in partnership
with FGV and individual mentoring
sessions and we have an online platform
with related contents and videos
Impact of the program: 42% less debt
restructuring, 16% more working capital,
48% more factoring of receivables
among the participants of the program
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Environmental
This front develops products and
fosters low carbon economy-related
projects. Its initiatives promote
agricultural eco-efficiency, encourage
the development of renewable energy
projects and serve as an additional
source of funds for infrastructure
projects with positive environmental
impact, such as basic sewerage
treatment. Some of our Environmental
Development achievements are:
Products and services analyses
With this front, we promote the
integration of environmental and social
risks and opportunities, taking into
account the opinions of the institutional
and business areas on new products
and services to provide an example of
the assessment process (see table).

Green Bonds
One of the market trends for
debt emissions are the socalled green bonds. These are
debt instruments that finance
companies or projects that bring
about environmental gains.
Our professionals at Itaú have
been actively engaging in multisector working groups aimed
at the growth of this market.
Additionally, we are involved in
the majority of green bonds issues
in Brazil and Latin America.
By investing in green bonds,
investors are able to diversify their
portfolios with more transparency,
which is a key issue for most
Sustainable & Responsible Investors

(SRI), since this type of issue requires
the identification of the projects
that will receive the funds and the
monitoring of their performance
at least once a year. Companies
concerned with raising funds for
environmental and social projects
show that they have a core business
that is more directly related to the
green economy and the reduction
of GHG emissions, which leads us to
believe that this type of company is
more prepared to the inescapable
transition to a low-carbon economy.
In addition to the green bonds, there
are also the blue bonds, which are
debt securities for ocean protection
projects, and social bonds, which are
debt securities with social gains.
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Assessment of new product or service
Product managers
Development of new
products and services.

Sustainability

E&S Legal team

Assessment process
Approval flow on electronic platform
involving, among other departments:

Ombudsman’s Office

Compliance

Finance
Committee assessment
A committee assesses and approves
the most critical products.

Risks

In pratice
Our portfolio of products provides clients
with lines of credit from multilateral
organizations. For projects engaging in the
reduction of GHG emissions in agriculture
and cattle raising activities and agriculture
production, low-carbon agriculture and
projects with positive environmental
and social impact, BNDES onlending,
renewable energy and energy efficiency
projects, in addition to own funds, we had
funds transferred from BNDES, IDB, and

IFC; environmental sanitation projects,
CEF onlending, and we also contributed
with our own funds for GHG mitigation
and renewable energy projects.
In addition, through the Inter-American
Investment Corporation (IIC), we
provide financing to small and medium
businesses whose practices are in
conformity with the environmental
and social analysis and criteria of IIC.

Good examples of the impact of this
process on our products are our Real
Estate and Private Equity Funds (FII and
FIP). In the past, soil contamination was
not an issue that was systematically
addressed in the scope of these
investments. However, during the
governance process of products and
services, we identified this risk and
recognized the need for an E&S policy
for these funds, having as a requirement
a soil contamination analyses.
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Internal
Operations
We are committed to reducing
the direct impacts of our
internal operations, and
therefore we continuously
improve our environmental
and social management.

E

ven though our major
environmental and social risks
and opportunities are related
to our business and interaction with
clients, we cannot forget our direct
impact. A financial institution of the size
of Itaú, although dealing mostly with
services, has a significant operational
impact on its administrative buildings,
branches, data centers and supply
chain. Therefore, our environmental
and social risks and opportunities
strategy also involves the efficient
management of our natural resources
and a careful analysis of our suppliers.

Eco-efficiency
We have a set of actions and targets to
improve our operational eco-efficiency,
which includes the reduction of GHG
emissions, water and energy consumption
and waste, among others (see table).
To make these results possible, we have
promoted several practical actions, such
as selective waste collection, installation
of efficient machinery and equipment
for the use of water and energy and
internal awareness campaigns. We also
understand that the digitization process
through which our products and services
are going contribute to reduce the
environmental impact of our operations
and the consumption of natural resources.

Relationship with Suppliers
We also take into account environmental
and social criteria in our relationship
with suppliers. Accordingly, we have
processes and procedures to select
and monitor suppliers to measure the
indirect risks associated with the service
provision and encourage responsible
ethical practices that value diversity. In
addition, in 2016 we launched a new
Code of Relationship with Suppliers,
supplementary to the Code of Ethics,
bringing forward guidelines on conduct
and governing commercial relations.
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New ways of saving
In 2016 alone, the operational eco-efficiency
initiatives allowed us to save:
Water

Energy

1,410,592.40 CM

our operation consumed a total of

including all our facilities
(administrative buildings,
technology centers, and branch
network) – a reduction of
approximately 4% from 2015.

630,245.26 MWH
a reduction of 12.2% from 2015.

Waste
a reduction of 20.5% in the volume of paper used from 2015,
and of 6.95% in the volume of mails sent to clients.

In practice
How the construction
of a data center gives
new dimension to our
environmental impacts.

We invested R$3 billion in the
construction of our new Technology
Center in Mogi Mirim (CTMM), which
was inaugurated at the beginning of
2015 in a total area of 815,000 sq.m.,
equivalent to 114 soccer fields.
It is the largest and most efficient data
center in Latin America, which will increase
our data processing capacity 25-fold and
will support the expansion of the bank’s
transactions over the next 10 years.

We will offset all the GHG emissions
of the data center by purchasing
certified carbon credits.
In addition, we have a formal commitment
to reach a PUE (Power Usage Effectiveness)
of 1.60 in 2020, that is, 19% less than in
2015. This ratio is used to measure the
energy efficiency of a data center, and the
closer to 1.0 the better the performance.
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We encourage our suppliers to adopt
sustainable practices. Every six months
we forward recommendations to all
our suppliers on topics related to
human rights, slave and child labor,
among others, in addition to having
a schedule of in-person meetings
to discuss significant topics with
the attendance of guest experts.
As part of our supplier monitoring process,
we engage a third party to annually audit
those service providers in environmentally
and socially critical categories. In 2016,
the participating companies accounted
for approximately 34% of our business
volume. The outcome of this process
is followed up by action plans in
agreement with the related supplier.

Gas emissions offset
In addition to continuously investing
in projects that contribute to reduce
our emissions, in 2015 we launched
the Itaú Unibanco’s Greenhouse Gas
(GHG) Emissions Offset Program. This
program has consolidated a carbon
management cycle that, from now
on, consists of five phases: measuring
our GHG emissions; having our
GHG inventory checked by an
independent third party; publishing
our results; implementing internal
emissions reduction projects; and
offsetting carbon with certified
carbon credits with joint benefits.
We have offset all our direct
emissions (Scope 1) from 2012
to 2015, as well as all our indirect

emissions from energy consumption
(Scope 2) at our new Data Center
(CTMM) in Mogi Mirim, State of São
Paulo, totaling 47,332.33 tCO2e.
This program is carried out
biannually. In 2017, we launched
a new bid notice to offset any
emissions that were not avoided
in 2016 and 2017. This edition
counted on the unprecedented
partnership with Natura, for
the purpose of minimizing the
environmental impact caused by
the two companies and engaging
other companies to join the
program. For more information,
please access the bid notice here.

Also in 2016 we joined the CDP Supply
Chain and for two consecutive years
our environmentally sensitive suppliers
were invited to join this program. In
2016, we invited 140 suppliers and
101 of them responded, which is a
high adherence rate for a first year.
For more information, please access the bid notice:
www.itau.com.br/_arquivosestaticos/Itau/PDF/
Sustentabilidade/Edital_Compromisso_com_o_Clima_2017.pdf

learnings
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Looking
back
How our experiences prepare
us to disseminate the topic
and promote new changes.

W

e learned a lot these past few
years, since environmental and
social risks and opportunities
took a prominent role in Itaú. The most
important lesson was the understanding
that reducing risks is not enough. To
effectively disseminate these issues,
we need to encourage the adoption of
the best practices by our employees,
clients, suppliers and society.
Now, with integrated systems, formalized
routines and employees trained on the
topic, we can look back, acknowledge
our achievements and identify the key
performance factors of our evolution.
Below we indicate some points that
contributed to our progress and that
we must put into practice daily:

•• Environmental and social issues must
be integrated into our business. To
make it possible, we need a welldefined governance structure,
with clear policies, processes,
procedures and responsibilities.

•• Business opportunities are
leverages inside and outside the
organization. It is crucial to serve our
clients so that they close more and
better deals, bringing benefits to
themselves, the bank and society.

•• Our progress in this topic relies on
the dissemination of knowledge
and technical expertise integrated
into the departments. For this
reason, to dialogue with different
stakeholders contributes to identify
new trends and ways to manage
environmental and social issues.

Based on these learning experiences,
we have defined our commitments
for the coming years. See below
Itaú’s new objectives and targets.

•• Since it is a new subject, we must
conduct studies that help us
demonstrate how our client portfolio
is affected by environmental and
social risks and opportunities;

commitments
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Looking ahead
We always look ahead so that our
practices remain in the right direction.

I

taú Unibanco’s vision is to be
a leading bank in sustainable
performance and client
satisfaction . To make this possible,
we continuously work on the many
initiatives about which you have just
learned. The path we have paved until
now serves as a base to keep us making
progress, but we know we need to give
continuity to this evolution process.
As shown by recent developments, such
as the water crisis in the Southeastern
region of Brazil and the Paris Agreement,
signed by 195 countries at COP21,
identifying and following upcoming
environmental and social topics will be
essential to meet our clients’ needs and
to ensure our business’ sustainability.
With the international expansion of our
activities, we also need to align agendas
in different countries, highlighting:
environmental and social risks,
climate change and human rights.
The world is moving towards the
pricing of externalities of economic
activities, which should affect the cost
of capital of companies and countries.
In addition, the increase of society’s
awareness of the environmental and
social challenges makes our clients
and stockholders question even more
how their money is being invested.

As these issues become more evident,
we challenge ourselves to keep
incorporating environmental and social
risks and opportunities into our strategy,
governance, processes, management
practices, products and services. This
way, we initiate a virtuous circle to help
everyone prosper. Looking inside and
strengthening other players, we will
continue to build a more environmentally
and socially sustainable economy.
Environmental and Social
Risk Management Project
In 2016 we started to review our
Environmental and Social Risk
Management strategy. We have carried
out a broad assessment to identify any
departments and activities that were
potentially exposed to environmental
and social risks so as to identify the scope
and impact of this risk internally. As a
result, a new project, called Environmental
and Social Risk Management Project
(PGRSA) was launched in the first
four-month period of 2017.
This project is conducted by the
Environmental and Social Risk,
Compliance, Legal and Sustainability
departments and has a shared activities
development and decision-making model.

The objective is to identify the risks
to which we are exposed and review
currently applied management practices,
taking into account the direct (the
bank’s own activities) and indirect
(the client’s business) risks, not only in
Brazil, but also in our foreign units.
This project is aimed at revising the
processes of the entire holding company,
from credit analysis to insurance and
investments, including internal processes.
The outcome of this work, to be carried
out in the following three years, is to
improve our environmental and social
risk management towards a more
integrated operation, with centralized
information, defining and formalizing
responsibilities and procedures.
The pilot is focused on reviewing
policies, testing controls and tools and
rethinking our way of doing things,
since the environmental and social
risk assessment process in credit is
very robust and is already embedded
in our day-to-day business.

commitments

What to expect for the coming years
Based on our strategy, journey
and lessons, we are committed to:

1. Continuously integrating environmental and social risks and opportunities into our business.
Increasing our restricted list and integrating different
types of environmental and social risks into our processes,
such as water, climate risk and human rights.

Expanding the scope of our
Sustainability and Environmental
and Social Responsibility
Policy to all our businesses,
Latin American units and assets
under management, always
considering the relevance and
proportionality principles.

Keeping training
our teams on environmental and
social issues (at least 75%);

Seeking and leveraging
environmental and social
opportunities through our businesses.

2. Increasing our operational eco-efficiency.

Reducing by

42%

our energy
consumption per R$1
million in operating
revenues between
2013 and 2020.

Achieving a 1.60
Power Usage
Effectiveness (PUE)
by 2020 – a 11%
reduction from 2013

Reducing by 34% our
Scope 1 emissions,
own emissions, per R$1
million in operating
revenues between
2013 and 2020.

Acquiring 96% of
the energy used in
our administrative
buildings from
renewable sources
– a 55% increase
from 2012.

Reducing by 39% our
Scope 2 emissions,
emissions from energy
consumption, per R$1
million in operating
revenues between
2013 and 2020.

Reducing by

43%

our water consumption
per R$1 million in
operating revenues
between 2013 and 2020.

* Does not include our Corporate Banking unit.
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