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ESG IMPLICATIONS OF COVID-19

As of 06/30/2020.
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• Demand for ESG strategies remains strong despite the bear 
market and global pandemic.

• COVID-19 brings socially focused issues to the forefront.

• Fund flows for socially and environmentally focused funds see 
continued growth.

• Performance tied to ESG scores during the pandemic appears to 
be more a factor of industry, style and size trends. 



ESG DEMAND STRONG DESPITE BEAR MARKET 

Source: Morningstar Direct as of 07/31/2020. Shows net inflows aggregated from all fund share classes included in the 
following Morningstar Sustainable Investment criteria’s, and available for sale in the United States. *Sustainable 
Investment Criteria’s included: Community development, Environmental, ESG Incorporation, Gender & Diversity, General 
Environmental Sector, Low Carbon/Fossil Fuel Free, Other Impact Themes, Renewable  Energy & Water-Focused. (330 
funds total). 
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Compared to previous periods, US sustainable funds are enjoying record net inflows. YTD 
net inflows to US sustainable funds nearly doubled compared to the same period in 2019.

Monthly Net Inflows for US Sustainable Funds* (Billions, USD)
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Source: Morningstar Direct, as of 05/22/2020. Shows cumulative net inflows for open-end and exchange traded funds in
billions of USD, from 04/30/2010 to 04/30/2020. Social funds are based on the aggregate flows for the Community
Development and Gender & Diversity Morningstar Sustainable Investment criteria's. Based on 2,373 active and passive
products.
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SOCIALLY FOCUSED FUNDS LIKELY WILL SEE A BOOST IN DEMAND
The public health crisis is bringing the social component of ESG to the forefront. Relative 
to this time last year Socially focused funds have grown 19% globally. 

Sustainable Investments - Social Funds

Bear Market

Monthly Net Inflows for Socially Focused Funds (Billions, USD)
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“E” AND “S” COME TOGETHER

Source: Morningstar Direct, as of 05/22/2020. Shows cumulative net inflows for open-end and exchange traded funds in
billions of USD, from 04/30/2010 to 04/30/2020. Based on the Morningstar sustainable investment criteria's as shown on
chart. Social funds are based on the aggregate flows for the Community Development and Gender & Diversity Morningstar
Sustainable Investment criteria's. Based on 2,373 active and passive products. Based on 11,704 active and passive
products.

Net flows into environmental, social and impact funds remain positive despite the 
current market environment. Moving forward we expect to see continued demand for 
both E and S focused funds. Impact Investing—which incorporates both E and S 
considerations-is one of the fastest growing types of ESG investing globally. 

Cumulative Net flows for Social, Environmental and Impact Funds
(Billions, USD) 

Sustainable Investments - Impact Fund Overall 
Sustainable Investments - Environmental Sector Fund 

Sustainable Investments - Social Funds

Bear Market



-0.5%

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

Dec-19 Jan-20 Feb-20 Mar-20 Apr-20 Apr-20

ESG Leaders that
outperformed in the 
bull.. 

MSCI USA ESG Leaders -
MSCI USA 

underpeformed
in the bear 

8

Much is made of passive ESG indexes outperforming YTD, however decomposing returns 
suggests outperformance may have little to do with ESG strategy performance.

Source: Fisher Investments/FactSet: Price performance Xtrackers MSCI USA ESG Leaders Equity ETF vs MSCI USA Index 
12/31/2019 to 04/30/2020. 

WHEN A PASSIVE ESG INDEX OUTPERFORMS INVESTORS SHOULD BE SURE TO ASK WHY 

Performance of High Scoring ESG Equities in the US has been Inconsistent
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Security attribution suggests that YTD performance has more to do with the global 
pandemic than ESG scores. MSFT and NVDA had strong IT performance, driven by their 
ability to adapt to remote working conditions more easily than companies in other 
industries. 

Source: Fisher Investments/FactSet: Total attribution effect (security + sector) of Xtrackers MSCI USA ESG Leaders Equity ETF 
vs MSCI USA Index 12/31/2019 to 04/30/2020.

Performance of ESG Leaders Index

PANDEMIC SPECIFIC FACTORS DROVE ESG INDEX RETURNS DURING BEAR



ESG SCORE PERFORMANCE TIED TO QUALITY MARKET CYCLE
Returns of the top and bottom decile of ESG scores follows a similar pattern to quality:
Low outperforms early in the cycle, while high outperforms later in the cycle.
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Source: ClariFI and MSCI ESG Research; ESG scores are MSCI's industry-adjusted ESG scores; 07/08/2016 marks the end 
of the middle third; returns are cumulative from 03/09/2009 to 03/31/2020; FactSet MSCI World Quality vs MSCI World 
(last 4 bull market cycles).
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GLOBAL ESG TRENDS

As of 06/30/2020.
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• The market share of ESG strategies is growing globally across 
almost all major regions.

• By AUM, exclusions are the largest ESG strategy while Impact 
investing is one of the fastest growing. 

• Regionally, Australia, New Zealand and Europe have the highest 
portion of AUM in ESG investments.

• Investors prefer actively managed ESG funds.

• The percentage of female board directors varies across 
countries with developed markets leading.
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EVOLUTION OF ESG DEMAND

Source: MSCI ESG Research as of 12/31/2019.
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Demand for ESG oriented products has grown dramatically over the last 7 years, 
illustrating the importance and value investors put behind considering ESG factors. 
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Negative screening has the highest ESG AUM globally, while sustainability themed was 
the fastest growing strategy, followed by positive screening and impact. 

Globally, ESG AUM across the 5 major markets was $30.7 trillion at the start of 2018, a 
34% increase in 2 years. In all the regions except Europe, ESG investing’s market share 
increased. From 2016 to 2018, Japan was the fastest growing region. 

GLOBAL ESG AUM & STRATEGY GROWTH

Source: Global Sustainable Investment Review 2018.
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% ESG AUM Relative to Total Country AUM (USD)

Global Growth of ESG by Strategies (Billions, USD) 
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ESG IN EUROPE
By AUM, Exclusions represent the largest ESG strategy while Impact Investing is the 
smallest. 
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Source: European SRI Study 2018. All AUM is USD and based on 31/03/2019 conversion rates.

ESG Strategy AUM in Europe (Billions, USD) 

AUM Growth of Exclusions in Europe (Billions, USD)
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ESG IN AUSTRALIA
At $667 billion in AUM—up nearly 50% from $450 billion in 2016—ESG Investments make up 
the majority of all professionally managed assets in Australia. 
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Source: Responsible Investment Benchmark Report 2018.

Australia ESG AUM Breakdown (Billions, USD)
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ESG IN THE UNITED STATES
ESG investments represents $11.9 trillion dollars of US AUM in 2018—up 44% since 2016. $8.6 
trillion is managed on behalf of institutional investors. 
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Source: US SIF Foundation 2018, Report on US Sustainable, Responsible and Impact Investing Trends.

Conflict Risk (Terrorist or Repressive Regimes) was the top ESG criteria evaluated in 2018, 
while tobacco was the fastest growing ESG consideration for US institutional investors.  

US 2018 ESG AUM Breakdown (Billions, USD)
By Money Managers on Behalf of Retail Investors
By Money Managers on Behalf of Institutional Investors
Institutional Investors 
Money Managers

Conflict Risk Tobacco Climate Change/Carbon Board Issues Executive Pay

Top ESG Specific Criteria for US Institutional Investors
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ESG IN JAPAN
Japan is the fastest growing region for ESG AUM. 
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Source: Top Chart: Global Sustainable Investment Review, Global Sustainable Investment Alliance, 2018. 
Bottom Chart: Third Sustainable Investment Survey in Japan, Japan Sustainable Investment Forum, 2018. 

Corporate engagement and shareholder action strategies are the top Japanese ESG 
approaches, followed by ESG integration. 

2016 2017

Japan ESG AUM Growth (Billions, USD)
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INVESTORS PREFER ACTIVELY MANAGED ESG
Since mid-2015, net inflows into active products considered as ESG Funds by 
Morningstar has been growing at much faster clip than passive products. Active leading 
is even more evident for socially focused funds.
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Source: Morningstar Direct as of 05/20/2020. Cumulative net flows shown for 01/01/2015 to 04/30/2020. Top chart shows 
active and passive cumulative net inflows for all open-end funds & ETF's classified as satisfying the "ESG overall" sustainable 
investment criteria (17,649 products). Bottom chart shows active and passive cumulative net inflows for all open-end funds & 
ETF's classified as satisfying the "Gender & Diversity" and/or "Community Development“ sustainable investment criteria (2,373
Products). As products may satisfy multiple criteria, some funds may be represented on both charts. 

ESG Fund Overall - Active Products
ESG Fund Overall - Passive Products

Social Funds – Active Products
Social Funds – Passive Products

Global Cumulative Net Inflows (Billions, USD)
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Source: MSCI ESG Research, as of 12/31/2019.

The percentage of board directors who are women varies across countries with 
developed markets leading at an average of 24%. 

South African female board representation is in line with DM markets. On the other 
hand, the 8% Japanese female board participation rate is below the Emerging Market 
average of 12%. 

0.0% 43.6%
% Of Female Board Representation



RENEWABLE ENERGY OPPORTUNITIES

As of 06/30/2020.
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• EM companies tend to have higher carbon emission relative to 
DM with the majority of emissions concentrated in the utilities, 
materials and energy sector.

• Globally, wind and solar power generation is becoming cheaper 
than fossil fuels. 

• Cloud services that are provided by technology companies 
support energy efficiency and renewable energy use. 

• Divesting fully from carbon can create unintended style bias and 
missed opportunities from larger energy firms with  renewable 
energy exposure. 
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UNDERSTANDING TOP-DOWN CARBON EXPOSURES

Source: MSCI ESG Research, Factset Portfolio Analysis as of 05/31/2020.

Historically, EM companies exhibit higher carbon emissions than DM. 

The majority of carbon emissions are in the Utilities, Materials and Energy sectors. 

UT MT EN ID IT CS HC RE CM CD FN

Carbon Emissions – Scope 1 and 2 Intensity (t/USD Millions Sales)

Carbon Emissions

MSCI EM MSCI World

MSCI EM

MSCI World
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WIND & SOLAR ENERGY IS BECOMING CHEAPER THAN COAL
Continuing technological innovations are making low carbon energy production the 
cheapest source of power in many major countries.

Source: MSCI ESG Research as of 05/31/2020.

Cheapest Energy Generation Technology By Type (Number of Countries)

2014 2019

Fossil fuel production was the cheapest energy source in 2014. By 2019, technological 
advances from a higher number of renewable energy producers drives the economic 
viability of clean energy. 

Cheapest Energy Generation Technology By Country
2014    2019
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TECH FIRMS ARE DRIVING CLEAN ENERGY GROWTH
The Information Technology sector derives the highest amount of revenue from 
environmental impact solutions—green buildings, energy efficiency, etc.—across global 
and US markets. Tech firms play a huge role in addressing climate change because 
many efficiencies gained in energy usage are driven by improvements in technology.

Source: MSCI ESG Research as of 05/31/2020.

MSCI ACWI S&P 500
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CLOUD COMPUTING COMBATTING CLIMATE CHANGE
Cloud hyperscale data centers are almost twice as energy efficient as localized data centers. Cloud 
use growth is nearly double that of the IT sector’s carbon emissions growth.

Large Data Centers are More 
Efficient with their Power (PUE)

Lighting UPS* IT** Cooling Transformer Cloud Penetration
(Cloud Services/Total Other 

Data Services)***

IT Carbon Emissions

2017 – 2018 Annual Growth

Each of the four largest cloud service providers leads in renewable energy consumption. Microsoft and 
Google currently purchase enough renewable energy to match all of their electricity consumption. 
Amazon committed to 100% renewable use by 2025, and IBM is aiming for 55% renewable use by 2025.

Renewable Energy Use of Major Cloud Service Providers
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Despite receiving the bulk of negative media attention, large companies—including 
energy firms—are directing capital toward activities focused on solving sustainability 
challenges.

MISSED OPPORTUNITIES FROM LARGE ENERGY FIRM DIVESTMENT

Total Revenue Derived From Fighting Climate Change (Millions, USD)

25
Source: MSCI ESG Research as of 05/31/2020. 
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Source: MSCI ESG Research, Barra Portfolio Manager, and Factset Portfolio Analysis as of 05/31/2020.

REMOVING FOSSIL FUELS MAY CREATE STYLE BIAS
Removing Fossil Fuels increases growth exposure, creating unintended style bias. Active 
management is optimal when navigating Growth/Value market cycles for ESG investors. 
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LIMITATIONS OF ESG SCORES

As of 06/30/2020.
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• Despite increases in company ESG data, over-reliance on ESG 
scores may lead to unintended portfolio risks.

• Larger companies from developed markets tend to have higher 
ESG scores.

• Restricting companies based on ESG scores can materially 
restrict the investable universe and cause industry, size and style 
bias.

• ESG scores have a limited history of data coverage across major 
indexes. 

• ESG scores could be serve as a non-financial proxy for quality 
exposure. 



ESG Scores skew lower in China

0%

10%

20%

30%

40%

50%

AAA AA A BBB BB B CCC

0%
5%

10%
15%

20%
25%
30%
35%

AAA AA A BBB BB B CCC
ESG Scores skew higher in Europe

ESG Scores skew higher in DM relative to EM

28

LARGER COMPANIES FROM DEVELOPED MARKETS TEND TO HAVE HIGHER ESG SCORES
Understanding high level Top-Down ESG trends prior to equity selection facilitates more 
rigorous ESG analysis. 

Source: MSCI ESG Research, Factset Portfolio Analysis as of 12/31/2019.
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ELIMINATING COMPANIES BASED ON ESG SCORES RESTRICTS THE INVESTABLE UNIVERSE
In DM and EM, the investable universe is materially restricted by eliminating companies 
based on ESG scores.

Source: MSCI ESG Research and FactSet Portfolio Analysis as of 12/31/2019. 

Index ESG Score Breakdown

AAA
0.3%

AAA
9.7%

AA
9.5%

AA
18.3%

A
13.7%

A
25.3%

BBB
35.3%

BBB
25.9%

BB
21.0%

BB
13.6%

B
13.8%

B
5.5%

CCC
6.3%

CCC
1.5%

0% 20% 40% 60% 80% 100%

MSCI EM

MSCI ACWI

Eliminates 48.9% of the 
ACWI universe...

Investing only in A 
rated companies...

And 74.9% of the EM universe...



48% 47%

22% 18% 14% 13%
2% 1%

20%
27% 24%

6% 7% 5% 5%
0% 0%

7%

0%

20%

40%

60%

80%

Brazil China United States Japan Canada Germany Switzerland United
Kingdom

MSCI ACWI

31% 28% 26% 24% 21% 21%

10%

20%
16%

5%
11% 9% 10% 8%

5% 7%

0%

10%

20%

30%

40%

50%

Real Estate Financials Communication
Services

Health Care Materials Consumer
Discretionary

Information
Technology

MSCI ACWI

30

ESG SCREENS MAY LEAD TO UNINTENDED CONCENTRATIONS
Removing companies with lower ESG scores greatly restricts security selection within 
MSCI ACWI countries and sectors. 

Source: MSCI ESG Research, Factset Portfolio Analysis based on MSCI ACWI as of 05/31/2020.
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LIMITED HISTORICAL ESG SCORE COVERAGE LIMITS USEFULNESS
Prior to 2013, company level ESG scores were not comprehensive enough to facilitate 
meaningful analysis. Limited historical overall ESG score coverage creates attractive 
opportunities for active managers in the space. 

Top Charts: MSCI ESG Research and FactSet Portfolio Analysis as of 05/31/2020.
Bottom Chart: Schroders as of 05/31/2020.
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ESG SCORES OFTEN CORRELATE TO STANDARD INVESTMENT STYLE FACTORS
Larger companies are structurally advantaged to receive higher ESG ratings. To an 
extent, ESG scores reflect what is easy to measure, rewarding companies producing—
often self-reported and unaudited—sustainability and corporate responsibility reports. 
ESG rating differences may result in part from the capacity constraints faced by 
otherwise well managed small companies. 

Top chart: Fisher Investments, FactSet, MSCI ESG Research. Weight to ratings groups as of 03/31/2020.
Bottom Chart: MSCI ESG Research, Factset Portfolio Analysis as of 12/31/2019.

Percentage Weight Differences Between Rating Group: 
MSCI ACWI Large Cap Growth – MSCI ACWI Small-Mid Cap Value
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Large cap companies on average receive slightly higher ESG scores than Small Cap.
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IDENTIFYING TOP-DOWN ESG STYLE TRENDS
Companies with higher quality exposures—via Return on Equity, Earnings Variability and 
Debt to Equity—tend to have higher ESG Scores. 

Source: MSCI ESG Research, Factset Portfolio Analysis as of 05/31/2020.
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APPENDIX



ESG investing encompasses one or multiple  of the following approaches: 
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DEFINING ENVIRONMENTAL, SOCIAL AND GOVERNANCE (ESG)

Solely focused on 
financial returns  with  

no ESG 
considerations

Removal of equities violating 
predetermined threshold 

based on values and global 
norms

Investing in 
companies based 
on their positive 

ESG 
characteristics 

relative to industry 
peers

The systematic and 
explicit inclusion by 

investment 
managers of ESG 
factors into the 

investment process

Use of shareholder 
power to influence 

corporate behaviour

The selection of assets 
specifically related to 

sustainability in single- or 
multi-themed funds (Solar 
Fund, Clean Water Fund 

etc.)

Investing with the 
intent to generate 

purposeful and 
measurable 

positive social and 
environmental 

impacts alongside 
financial returns

Negative 
Screening 

No ESG

Positive 
Screening 

ESG 
Integration 

Thematic 
Investing 

Active 
Ownership 

Impact  
Investing 
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ESG COMPONENTS

Top-Down ESG Considerations

Environmental

Economic

Media on 
Climate Issue

Political

Economy 
Coal 

Reliance

Sentiment

Social

Economic

Credit 
Penetration

Political

Access to Fair 
Elections

Immigration 
Policies

Sentiment

Human
Rights

Pro-Growth 
Reforms

Governance

Political

Institutional 
Corruption

Private 
Property 

Rights

Capital 
Market 

Regulations

Promotion of 
drug 

Innovation

Sentiment

Anti-
Corruption 
Crackdown

Economic

Access to 
Health Care 

and
Education

Natural 
Resource 
Exposure

Rise of 
Extreme 
Parties 

Banking 
System 

Penetration

Government 
Stewardship

Inequality

Environ-
mental 

legislation 

Government 
Stability 

Perception

Energy 
Exports/
imports

Disease 
Epidemics

Labour
Strikes

Climate 
Change 

Fears 

Political 
Scandals

Renewable 
Energy  

Opportunities 

Pollution 
Prevention

Natural 
Disaster

Embargoes 
and Tariffs

Wages and 
Labour Cost

Demographic 
shifts

Carbon 
Emission 

Programs

Sustainability 
Themed Fund 

Net Flows

Infrastructure 
Growth

Resource 
Scarcity

International  
Climate  

Agreements

Divestment 
Movements

Tech 
Innovation

Gender 
Rights

Crime
Rates

Racial 
Tension

TransportationUrbanisation

Healthier 
Lifestyle 

Shifts

Pillar 

Top 
Down 
Issue 

Portfolio 
Driver  

Healthier 
Lifestyle 

Shifts

Shareholder 
Friendly 

Legislation

Government 
Market 

Interference



DISCLOSURES
For Institutional Investors Only 

Investing in financial markets involves the risk of loss and there is no guarantee that all or any capital invested will be repaid. 
Past performance neither guarantees nor reliably indicates future performance. Other methods may produce different results, 
and the results for individual portfolios and for different periods may vary depending on market conditions and the composition 
of the portfolio. The value of investments and the income from them will fluctuate with world financial markets and international 
currency exchange rates.

The information in this document constitutes the general views of Fisher Investments and should not be regarded as personalized 
investment advice or a reflection of the performance of Fisher Investments or its clients. We provide our general comments to you based 
on information we believe to be reliable. There can be no assurances that we will continue to hold this view; and we may change our 
views at any time based on new information, analysis or reconsideration. Some of the information we have produced for you may have 
been obtained from a third party source that is not affiliated with Fisher Investments. Fisher Investments requests that this information be 
used for your confidential and professional use. Data is month end and USD unless stated otherwise.

Fisher Investments
Fisher Asset Management, LLC, doing business as Fisher Investments (FI), is a leading independent investment adviser registered with US 
Securities and Exchange Commission (US SEC). As of June 30 2020, FI and its subsidiaries managed over $122 billion. 

37



Fisher Investments
Europe

Fisher Investments 
Japan

Fisher Investments 
Australasia

Fisher Investments 
DIFC

Fisher Investments 
Ireland

Fisher Investments
Camas

Fisher Investments 
San Mateo

Fisher Investments 
Woodside

Fisher Investments
Plano
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Photographs shown above: Four offices of FI are located in Washington, California, and Texas, USA. The London, UK office is the headquarters of 
Fisher Investments Europe, Limited, FI’s wholly owned subsidiary in England. The Dubai International Financial Centre office is a branch office of FI. 
Fisher Investments Australasia Pty Ltd (FIA) is FI’s wholly-owned subsidiary based in Sydney, Australia. Fisher Investments Japan (FIJ) is FI’s wholly-
owned subsidiary based in Tokyo, Japan. Fisher Investments Ireland Limited (FII) is FI's wholly-owned subsidiary located in Dublin, Ireland. 


