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A CORE FOCUS ON DELIVERING LONGER-TERM RETURNS
The Covid-19 crisis has increased the focus on sustainability and highlighted that the corporate management of issues such as human 
rights, employee wellbeing and community relations have become critical business continuity mechanisms. Consumers are also 
increasingly starting to shift consumption and purchase decisions away from companies that are not looking after their workforce. In 
terms of attracting employees, 40% of millennials in the US are choosing jobs based on their employers’ sustainability performance.

Increasingly, a strong integration of sustainability practices has come to define whether industry leaders truly have a sustainable 
business. Investment in economic activity which pollutes, wastes and is unresponsive to environmental constraints is building financial 
risk. As environmental and social goals are becoming urgent and supported in law, financial activity that is careless about sustainability 
performance becomes part of the problem.

PERFORMANCE
Four selected MSCI indexes, representing a 
range of ESG index-construction approaches, 
outperformed the parent MSCI index in the 
first quarter of 2020. Over a five-year period, 
the Socially Responsible Index (SRI) showed 
the strongest performance over all periods. 
This is shown on the chart to the right. 

Over a seven-year period (from 2013 to 
2020), the top third of companies by ESG 
ratings outperformed the bottom third by 
2.56% per year. According to MSCI, this was 
primarily driven by higher earnings growth 
of the higher-rated companies over this time, 
followed by the higher reinvestment return 
from dividend payouts and share buybacks. 

RESPONSIBLE INVESTING 
AN ACCELERATING SHIFT IN GLOBAL MARKETS

There has been a growing focus in investment markets on sustainability – that is, 
incorporating sustainability considerations into investment decision-making. Issues such 
as climate change and how companies are run are becoming increasingly important – not 
just for society as a whole, but also to investors. It is increasingly evident that from an 
investment perspective, these issues are creating new risks and will have a financial impact 
in the future.

The changing regulatory landscape is accelerating a structural shift in global capital, largely 
driven by the higher prominence of climate change on political agendas and a stronger 
alignment from global leaders of the need for urgency of action on this key agenda. This 
will only accelerate the transition of capital to sustainable investments.

MSCI ACWI ACWI ESG 
Universal

ACWI ESG 
Focus

ACWI ESG 
Leaders

ACWI ESG 
SRI

YTD -21.3 -20.1 -20.6 -19.9 -18.4

1 Yr -10.7 -8.4 -9.2 -8.5 -5.2

3 Yr 2.0 3.0 3.0 3.0 4.9

5 Yr 3.4 4.0 4.3 3.9 5.1

PERFORMANCE (%)

Source: MSCI. Data from 31 March 2015 to 31 March 2020. Returns are annualised for periods longer than a 
year. The length of long-term returns was constrained by availability of index data. 
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INVESTOR DEMAND
The sustainable funds market continues to grow 
rapidly. According to Morningstar, it accounted for 
approximately 13% of the entire funds industry (or 
$1trillion asset under management) at the end of 
June 2020. 

Inflows into ESG-related exchange traded funds 
(ETFs) surged to $22bn so far in 2020 – three times 
the volume reached in 2019, total according to 
BBG. And 90% of Irish asset managers now have 
responsible investment policies in place, according 
to our State of Play Report 2020.

Furthermore, 58% of people globally think that 
a lack of visibility of sustainability credentials 
would undermine their trust in an investment 
provider, according to a survey by Schroders.

OUR APPROACH 
Our approach is anchored around the objective of delivering sustainable longer-term returns and is underpinned by two key themes. 
These are:

the move to a more stakeholder-centric business model, where companies that manage ESG risks better will outperform over time 
the macro global risk of climate change and the trend towards decarbonisation. 

We capture these themes using three core pillars to incorporate sustainability into our investment solutions. The pillars are:

2021: THE YEAR OF ESG REGULATIONS
A Renewed Sustainable Finance Strategy was launched in April 2020 to contribute to the objectives of the European Green Deal 
Investment Plan, in particular to create an enabling framework for private investors and the public sector to facilitate sustainable 
investments.

Under the European Sustainable Finance Act, a range of European regulations will be implemented in 202, such as ‘The EU Non-
Financial Reporting Directive (NFRD) and the new Sustainability-related Disclosure Regulation and Taxonomy Regulation. These 
regulations are moving the market towards an objectively defined market that will create more transparency and comparability 
between investment offerings. 

GREEN GIANT
ESG ETF ASSETS HAVE MORE THAN DOUBLED SO 
FAR THIS YEAR
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Exclusions: targeted 
exclusion of companies 
which we believe are most 
exposed to sustainability risk 
in the future.

Active ownership: 
targeted use of ownership 
rights to actively influence 
and enhance the business 
practices of the companies  
in which they invest. 

Integration: targeted enhancement of investment 
portfolios to capture greater exposure to companies with 
better sustainability standards and business models.
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Source: Bloomberg

https://www.ilim.com/media/1611/sif-report-2020.pdf


CONTACT

PHONE: +353 (0)1 704 1010 

EMAIL: customerservice@irishlife.ie   I    www.ilim.com/about-us/contact-us

WEBSITE: www.ilim.com   I    www.irishlife.ie

BLOG:  http://blog.irishlife.ie

YOUTUBE:  www.youtube.com/ilimweb 

Irish Life Investment Managers Limited (ILIM) are an appointed investment manager to Irish Life Assurance plc. Irish Life  
Investment Managers Limited is regulated by the Central Bank of Ireland. Irish Life Assurance plc is regulated by the  
Central Bank of Ireland.




