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7 Essentials of ESG

1. ESG considerations are affecting consumer preferences and public attitudes

2. Policymakers are setting environmental goals and creating the policies as well as regulations 

needed to meet them 

3. For some companies this may be a headwind… 

4. …but it also creates significant opportunities for those at the forefront of change

5. It’s not just climate, G matters and focus on S is growing

6. ESG is affecting the investment landscape…

7. ...and is changing the nature of investment flows

ESG is Environmental, Social, and Governance
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1. ESG considerations are affecting consumer preferences

“A company’s ESG actions influence often or always influence my decision to purchase a product or service from the company.”
% of respondents

Source: PwC, J.P.Morgan Asset Management. PwC’s June 2022 Global consumer insights pulse survey was conducted in March 2022. It polled 9,069 consumers across 
25 territories. The respondents were at least 18 years old and were required to have shopped online at least once in the previous year. *Environmental factors refer to 
commitments towards reducing carbon emissions, using recycled materials, or reducing plastic waste in products. **Social factors refer to commitments towards supporting 
human rights, supporting diversity and inclusion in the work place, or supporting local communities. ***Governance factors refer to commitments towards transparency and 
ethical practice, complying with regulations, or managing customer data and privacy appropriately.
Data reflect most recently available as of 31/07/22.
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2. Policymakers are setting environmental goals and creating 
the policies & regulations needed to meet them

Source: J.P. Morgan Asset Management; (Left) Climate Action Tracker. Current policy forecast is the post-Covid forecast provided by Climate Action Tracker. (Right) World 
Bank. ETS is emissions trading system. performance is not a reliable indicator of current and future results. 
Data reflect most recently available as of 31/07/22.
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Share of global greenhouse gas emissions by sector
% of global greenhouse gas emissions (2016), CO2 equivalent tonnes

Cost of wind, solar, natural gas and coal
Mean LCOE*, 2020, dollar per megawatt hour

3. For some companies it may serve as a headwind

Source: J.P. Morgan Asset Management. (Left) Climate Watch, Our World in Data, World Resource Institute. Greenhouse gas emissions include CO2, methane, nitrous 
oxide and fluorinated greenhouse gases. CO2 equivalent tonnes standardise emissions to allow for comparison between gases. One equivalent tonne has the same 
warming effect as one tonne of CO2 over 100 years. (Right) *LCOE is levelized cost of energy, the net present value of the unit-cost of electricity over the lifetime of a 
generating asset. It is often taken as a proxy for the average price that the generating asset must receive in a market to break even over its lifetime. This primarily relates to 
U.S. alternative energy landscape, but reflects broader/ global cost declines.  
Data reflect most recently available as of 31/07/22.
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Global energy mix
% primary energy consumption

Global investment in energy transition
Billions USD, nominal

4…but it also creates significant opportunities for those at the 
forefront of change

Source: J.P. Morgan Asset Management; (Left) BP Energy Outlook 2021;  Forecast is based on BP’s scenario for global net-zero emissions by 2050. (Right) Bloomberg 
NEF, IEA. Storage, electrification and other includes hydrogen, carbon capture and storage, energy storage, electrified transport and electrified heat.  
Data reflect most recently available as of 31/07/22.
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Average return on equity of global stocks by governance score
%, return on equity 

Corporate mentions of “diversity” or “inclusion”
Earnings calls for MSCI AC World companies, 4 quarter moving average

5. Its not just climate, G matters and focus on S is growing

Source: J.P. Morgan Asset Management. (Left) Bloomberg, MSCI. Global stocks are represented by MSCI All-Country World Index constituents based on data availability. 
We group constituents into quartiles based on proprietary analysis of governance arrangements by J.P. Morgan Asset Management, and then calculate an equally-
weighted average return on equity for each group. Past performance is not a reliable indicator of current and future results.
Data reflect most recently available as of 31/07/22.
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6. ESG is affecting the investment landscape

Global sustainable funds performance by Morningstar category quartile

Source: Morningstar Direct, J.P. Morgan Asset Management. To identify sustainable funds, we searched Morningstar Direct, as follows: 1. Open-End Funds and ETFs 
universe 2. Domicile = Global. 3. Sustainable Investment Overall = Yes. 4. Oldest share class = Yes. 3-year and 5-year trailing performances reflect the periods 31/07/19 –
31/07/22 and 31/07/17- 31/07/22 respectively. Money market funds, fund of funds and feeder funds are excluded. 
2021 includes funds with full-year records only, and 4,675 funds in total (2,523 equity, 2,152 fixed income/asset allocation/other). 3-year includes 3,800 funds (2,021 equity, 
1,779 fixed income/asset allocation/other). 5-year includes 2,976 funds (1,579 equity, 1,397 fixed income/asset allocation/other). Figures may not match with prior reports 
due to ongoing revisions by data providers after the prior reports have been published.
Data reflect most recently available as of 31/07/22.
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7. …and is changing the nature of investment flows

APAC-domiciled sustainable mutual fund and ETF AUM*
USD billions

Source: Morningstar Direct, J.P.Morgan Asset Management. *APAC domiciled funds include Australia, China, Hong Kong, India, Indonesia, Japan, Korea, Malaysia, 
Philippines, Singapore, Taiwan and Thailand. Money market funds, fund of funds and feeder funds are excluded. Figures may not match with prior reports due to ongoing 
revisions by data providers after the prior reports have been published.
Data reflect most recently available as of 31/07/22.
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Disclaimer

The Market Insights program provides comprehensive data and commentary on global markets without reference to products. Designed as a tool to help clients understand 
the markets and support investment decision-making, the program explores the implications of current economic data and changing market conditions. 

For the purposes of MiFID II, the JPM Market Insights and Portfolio Insights programs are marketing communications and are not in scope for any MiFID II / MiFIR requirements
specifically related to investment research. Furthermore, the J.P. Morgan Asset Management Market Insights and Portfolio Insights programs, as non-independent research, have not
been prepared in accordance with legal requirements designed to promote the independence of investment research, nor are they subject to any prohibition on dealing ahead of the
dissemination of investment research.

This document is a general communication being provided for informational purposes only. It is educational in nature and not designed to be taken as advice or a recommendation for any
specific investment product, strategy, plan feature or other purpose in any jurisdiction, nor is it a commitment from J.P. Morgan Asset Management or any of its subsidiaries to participate
in any of the transactions mentioned herein. Any examples used are generic, hypothetical and for illustration purposes only. This material does not contain sufficient information to support
an investment decision and it should not be relied upon by you in evaluating the merits of investing in any securities or products. In addition, users should make an independent
assessment of the legal, regulatory, tax, credit, and accounting implications and determine, together with their own financial professional, if any investment mentioned herein is believed to
be appropriate to their personal goals. Investors should ensure that they obtain all available relevant information before making any investment. Any forecasts, figures, opinions or
investment techniques and strategies set out are for information purposes only, based on certain assumptions and current market conditions and are subject to change without prior
notice. All information presented herein is considered to be accurate at the time of production, but no warranty of accuracy is given and no liability in respect of any error or omission is
accepted. It should be noted that investment involves risks, the value of investments and the income from them may fluctuate in accordance with market conditions and taxation
agreements and investors may not get back the full amount invested. Both past performance and yields are not reliable indicators of current and future results.

J.P. Morgan Asset Management is the brand for the asset management business of JPMorgan Chase & Co. and its affiliates worldwide.

To the extent permitted by applicable law, we may record telephone calls and monitor electronic communications to comply with our legal and regulatory obligations and internal policies.
Personal data will be collected, stored and processed by J.P. Morgan Asset Management in accordance with our privacy policies at https://am.jpmorgan.com/global/privacy.

This communication is issued by the following entities:

In the United States, by J.P. Morgan Investment Management Inc. or J.P. Morgan Alternative Asset Management, Inc., both regulated by the Securities and Exchange Commission; in
Latin America, for intended recipients’ use only, by local J.P. Morgan entities, as the case may be. In Canada, for institutional clients’ use only, by JPMorgan Asset Management (Canada)
Inc., which is a registered Portfolio Manager and Exempt Market Dealer in all Canadian provinces and territories except the Yukon and is also registered as an Investment Fund Manager
in British Columbia, Ontario, Quebec and Newfoundland and Labrador. In the United Kingdom, by JPMorgan Asset Management (UK) Limited, which is authorized and regulated by the
Financial Conduct Authority; in other European jurisdictions, by JPMorgan Asset Management (Europe) S.à r.l. In Asia Pacific (“APAC”), by the following issuing entities and in the
respective jurisdictions in which they are primarily regulated: JPMorgan Asset Management (Asia Pacific) Limited, or JPMorgan Funds (Asia) Limited, or JPMorgan Asset Management
Real Assets (Asia) Limited, each of which is regulated by the Securities and Futures Commission of Hong Kong; JPMorgan Asset Management (Singapore) Limited (Co. Reg. No.
197601586K), this advertisement or publication has not been reviewed by the Monetary Authority of Singapore; JPMorgan Asset Management (Taiwan) Limited; JPMorgan Asset
Management (Japan) Limited, which is a member of the Investment Trusts Association, Japan, the Japan Investment Advisers Association, Type II Financial Instruments Firms
Association and the Japan Securities Dealers Association and is regulated by the Financial Services Agency (registration number “Kanto Local Finance Bureau (Financial Instruments
Firm) No. 330”); in Australia, to wholesale clients only as defined in section 761A and 761G of the Corporations Act 2001 (Commonwealth), by JPMorgan Asset Management (Australia)
Limited (ABN 55143832080) (AFSL 376919). For all other markets in APAC, to intended recipients only.

For U.S. only: If you are a person with a disability and need additional support in viewing the material, please call us at 1-800-343-1113 for assistance.

Copyright 2022 JPMorgan Chase & Co. All rights reserved.
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