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Momentum around sustainability has been building from
consumers, policymakers, corporations, investors, and
regulators. When all of the major actors in the global
economy coalesce around one dynamic, that can drive
change, which can in turn create opportunities for
portfolios. ESG investing is one facet of sustainability that
has been garnering significant attention in recent years.

ESG investing, or using environmental, social, and
governance data to inform investment decisions, has
evolved rapidly over the past few years. While it has meant
many things to many investors, ESG data can be used as a



tool to identify opportunities that arise from
environmental or social change, and to aid in mitigating
risks not captured by traditional financial analysis.



7 Essentials of ESG

1. ESG considerations are affecting consumer preferences and public attitudes

2. Policymakers are setting ESG goals

3. For some companies this may be a headwind...

4. ...butit 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
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ESG considerations are affecting consumer preferences and
) public attitudes.

Importance of environmental factors when making a U.S. sales growth
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Increasingly, consumers are making more environmentally
conscious decisions. The chart on the left highlights a
survey of adults across the globe who consider
environmental factors when making purchases. Although
shoppers may answer surveys with the best of intentions,
it is important to see that translate to sales. On the right,
sales growth of products with ESG-related claims outpaced
products without them 6.4% to 4.7%. Consumer
preferences and public attitudes can influence corporate
strategy and policymaking.



) Policymakers are setting ESG goals.

Greenhouse gas emissions targets Global investment in clean energy and fossil fuels
Billions of tons per year, CO2 equivalent 2015 - 2023, USD bhillions
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Policymakers have set targets and invested billions in environmental
sustainability. On the left, the U.S. and Europe have committed to net zero
carbon emissions by 2050, and even China has agreed it'll hit peak emissions
by 2030 and then move towards net zero by 2060. However, it is not just about
setting goals, but putting forth investment towards these ambitions. The chart
on the right shows that global investment in clean energy is now outpacing
global investment in fossil fuels. Still, to reach net zero targets, governments
will need to invest trillions over the next several decades in infrastructure,
R&D, subsidies, and regulation to make net zero emissions possible. That
investment will lay the foundation on which the private sector can innovate,
new industries will emerge, and existing industries will adapt.



) For some companies this may be a headwind...

Global energy mix Cost of wind, solar, natural gas, nuclear, coal
% of primary energy consumption Mean LCOE**, 2023, dollar per megawatt hour
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Fossil fuels still dominate the global energy mix, but that is
set to shift over the coming decades as renewable energy
grows. As policymakers set targets and deploy
investments, the economics of energy gradually shifts. The
right chart shows the levelized cost of energy, which is
essentially a breakeven rate for various energy sources. For
years, subsidies have helped reduce the cost of fossil fuels,
and in recent years they’ve helped reduce the cost of solar
and wind, making renewable energy not just a
sustainability consideration, but also increasingly an
economic one.



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

Global investment in energy transition
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This transition can create lucrative opportunities and even
strategic advantages for countries and companies that can
innovate in the space. The chart on the left looks at the
vertiginous rise in energy transition investment, which
includes renewables, energy storage and transport, and
electrification. The chart on the right shows a similarly
steep rise in the stock of electric vehicles (EVs) globally.
China accounts for the majority of EVs on the road, and
sales are growing sharply. Globally, EV sales made up 1.4%
of total car sales in 2017; now that share has grown to 14%
in 2022.



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

Market cap of public cybersecurity companies OECD average current expenditure on health
Billions USD % of GDP
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Environmental considerations have taken the spotlight, but
governance and social themes also underpin investment
opportunities. For example, cybersecurity is a growing
concern of global companies as the proliferation of data
grows exponentially and privacy concerns abound. That
has given rise to cybersecurity services and spending. On
the social side, the global population is set to grow to 10
billion by the 2050s, and providing adequate health care to
citizens is becoming increasingly expensive. Advances in
science and technology to scale and democratize health
solutions will be critical.



) ESG factors are affecting the investment landscape...

Assets under management of Principles for Investor interest in different sustainable investing
Responsible Investment signatories approaches
USD trillions % of survey respondents, 2023
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As consumers, policymakers, and companies address ESG
dynamics in decision-making, investors have followed suit.
On the left, asset managers responsible for over $120
trillion in AUM have signed on to the Principles for
Responsible Investment, aimed at incorporating ESG
principles in the investment process. As illustrated on the
right, there is no single approach to incorporating ESG, but
investors are moving away from simple exclusions to
adopting best-in-class or thematic approaches.



) ...and changing the nature of investment flows.

Global sustainable investing assets under management Global sustainable investing net flows
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Growing interest in ESG investing is reflected in the rise in
sustainable investing assets, which has risen to S3 trillion
in 2023. Europe dominates sustainable investing, but other
parts of the world are increasing adoption. Flows into
sustainable strategies grew substantially during the
pandemic, but the recent challenges in the macro
environment of higher interest rates and recessionary
fears that have put pressure on risk assets have also
impacted flows into sustainable investing over the last two
years.
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