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AS YOU TRANSITION TO MORE 
SUSTAINABLE INVESTMENTS, 
WE KNOW THE NUMBER OF 
PRODUCTS, TERMINOLOGY, 
AND DATA INTERPRETATIONS 
CAN BE CONFUSING. INVESTING 
SUSTAINABLY DOESN’T NEED  
TO BE THAT WAY. WE BELIEVE 
INDEXING PUTS YOU IN CONTROL 
OF WHAT TYPE OF SUSTAINABLE 
INVESTOR YOU WANT TO BE, 
PROVIDES CONSISTENT ESG* 
METHODOLOGIES, AND WITH 
TRANSPARENT DATA INSIGHTS 
INDEXING CAN GIVE YOU THE 
CLARITY YOU NEED TO BUILD A  
MORE SUSTAINABLE PORTFOLIO.

Invest in something bigger.

iShares. Sustainable, simplified.
Choose clarity when you build a more 
sustainable portfolio.

*Environmental, Social, and Governance (ESG).

Capital at risk. The value of investments and the income from them can fall as well as rise and 
are not guaranteed. The investor may not get back the amount originally invested.

Issued by BlackRock (UK) Limited, which is authorised and regulated by the Financial Conduct Authority. Please refer to the Financial 
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2020 has been an extraordinary year of 
change and upheaval, with severe market 
volatility in the early part, all accompanied 

by the effects of a worldwide pandemic and sub-
sequent lockdown.

The origins of the pandemic remain unclear, but 
the effect of such a global health phenomenon 
has undoubtedly driven many to put sustainability 
and environmental concerns high on their require-
ment lists when investing.

And these days it is not the usual story of 
voting with the heart leading to underperformance 
in the portfolio. Sustainable and ESG funds have 
performed very strongly over this year.

Writing in this report, BlackRock, comments that 
Q1 2020 data from Bloomberg and Morningstar, 
as of May 7, 2020 revealed more than 90 per cent 
of sustainable indices outperformed their parent 
benchmark during the period of the heightened 
market uncertainty and drawdown.

Meanwhile, there can be no doubt that money 
is pouring into the sector. ETF data providers 
ETFGI reported in August that ESG ETFs and 
ETPs listed globally broke through the USD100 
billion milestone at end of July 2020.   The prod-
ucts gathered net inflows of USD6.76 billion during 
July, bringing year-to-date net inflows to a record 
USD38.78 billion which is significantly higher than 
the USD12.37 billion gathered at this point last year 
and the USD26.71 billion gathered in all of 2019.

And it isn’t all about equities, either. Fixed 
income ETF specialists Tabula Investment 
Management, again writing in this report, notes 
that there are some key differences between ESG 
equities and ESG bonds. Tabula points out that 
in fixed income, there are also issues about the 
stewardship of the assets the fund owns. 

“We don’t have voting rights but we can, for 
example, support collaborative initiatives. We also 

use credit and bond indices, so, while we don’t 
have direct control over index constituents, we can 
actively engage with index providers and encour-
age them to consider ESG factors in their selection 
criteria,” Jason Smith, CIO at Tabula Investment 
Management says.

EY’s 2020 report ‘How will ESG performance 
shape your future?’ found that overall, 98 per cent 
of investors surveyed evaluate non-financial per-
formance based on corporate disclosures, with 
72 per cent saying they conduct a structured, 
methodical evaluation. 

“This is a major leap forward from the 32 per 
cent who said they used a structured approach 
in 2018,” the report says, observing that when this 
research series began back in 2013, more than a 
third of investors said that they conducted “little or 
no review of non-financial disclosures.” 

The report also found that investors are building 
their understanding of the ESG reporting universe, 
factoring in disclosures made as part of the Task 
Force on Climate-related Financial Disclosures 
(TCFD) framework. 

The report says that this research found strong 
evidence that investors see the TCFD framework 
as a very valuable approach for wider non-financial 
disclosures, beyond climate-related information. 

The report says that as investors look to build 
insight into long-term value, investors expressed 
a strong desire for a formal framework for meas-
uring and communicating intangible value, and a 
closer connection between mainstream financial 
and ESG reporting.

There is also increasing evidence that inves-
tors are holding companies accountable with 91 
per cent of investors surveyed for the EY report 
saying that non-financial performance had played 
a pivotal role in their investment decision-making 
over the past 12 months. n

ESG performs better 
and raises more assets in 

difficult times
By Beverly Chandler
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The move to sustainable investing is underway. Now 
is the time to take action.

It may seem that investors have lots of other things 
to think about right now, not least the impact of the corona-
virus pandemic on the global economy. But in the midst of 
unprecedented market uncertainty, investors allocated more 
capital to sustainable investments than ever before.¹

A unique moment 
Part of the movement towards sustainable investing comes 
from large funds and is being driven by investors ranging 
from financial advisers to the Continent’s largest sovereign 
wealth managers. Investors are increasingly recognising 
that investing with a view to environmental, social and 
governance (ESG) issues can improve risk-adjusted 
investment returns.

The pressure from institutional investors to transition 
to sustainable investing has been building slowly but 
inexorably, with conversations taking place over the past 
few years. However, there is another source of pressure, 
one that is perhaps moving with more urgency: personal 
investors.

Whether they are investing on behalf of their own sav-
ings or have their savings in a collective scheme, such 
as pension funds, we believe personal investors are also 
making a once-in-a-lifetime and permanent shift towards 
sustainability. They are now talking more about concepts 
such as “financial footprint” and the impact their invest-
ments will have on society and the planet.

Certainly, it’s the first time in my career I’ve seen this 
level of awareness from end-investors. In turn, these 
investors are putting pressure on pension schemes and 
other collective funds to change the way they operate to 
benefit society.

Investors are increasingly positioning their investments 
to align with their values and performance data is rein-
forcing how sustainable investing has the potential to 
outperform traditional, non-sustainable strategies.² These 
two trends make this a unique moment in sustainable 
investing and these forces together are set to catalyse the 
growth of the industry.

Bringing clarity to ESG investing 
A decade or so ago, turning conviction around sustainable 
investing into action could be a challenge. The financial 
industry loves jargon and acronyms, and sustainable 
investing was particularly affected. It seemed that a PhD 
in climate science would be a handy qualification when 
looking for a sustainable fund.

As sustainability has become more of a mainstream 
investment choice, BlackRock and other firms have worked 
hard to demystify the space. We’re very passionate about 
simplifying sustainable investing; it doesn’t have to be 
complex.

It’s easy to think that sustainable investing is all about 
the heart and aligning investments with personal values, 
but investors today are more data-driven than ever. They 
demand consistency and standardisation, which is why 
data and modern investment technology are driving the 
demand for our sustainable investment products. 

The creation of exchange-traded index funds (ETFs) 
based around ESG indices, in particular, has made sus-
tainable investing as transparent as any other form of 
investing. Anyone can go to our website and see the hold-
ing data of a particular ETF and the companies, industries 
and geographies it is exposed to. Because of the very 
transparent nature of ETFs, it’s possible to give very clear 
insight into the carbon impact of investment choices, for 
instance.

Sustainable investing is a journey 
Each investor, whether a large pension fund or a small 
saver, has their distinct motivations for sustainable invest-
ing. Sometimes investors talk about being on a sustainable 
investing “journey”, where their investment choices change 
as their thoughts about ESG evolve over time.

Because each investor has their own level of comfort, 
we believe it is vital that when they decide to start investing 
sustainably there is a wide range of options.

If you simply want to avoid some controversial indus-
tries, like tobacco or the most polluting fossil fuels such 
as oil sands, you can choose an ETF that invests in the 
whole market, but screens these companies out. This can 

Time to start the 
sustainable journey
As sustainable investing has become a mainstream choice,  

it is now more transparent, cost effective and accessible than ever,  
says BlackRock’s Manuela Sperandeo
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achieve a lot in terms of meeting sustainability goals, yet 
remains close to traditional index benchmarks for equity or 
fixed-income in terms of returns. It’s our experience that 
this kind of investment can fulfil the needs of quite a large 
segment of the market.

If you want to be more holistic, more committed to 
sustainable investing, there are other ETFs that tilt the 
investment portfolio more strongly towards sustainable 
themes, with more extensive screening and investment 
priority given to companies with high ESG ratings.

We also offer ETFs that provide exposure to specific 
themes, such as clean energy, or to companies that 
demonstrate high levels of diversity, inclusion and 
investment in their talent development. These investment 
products offer investors the choice not only to be 
environmentally focused, but also to pursue social or 
governance themes.

Some investors want to see a long performance record 
before investing in a new product, which has been a barrier 
for some who have considered sustainable investing. 
That’s understandable and it is an issue only time can 
solve. Still, some investors may feel comforted by the way 
sustainable investments, both equity and fixed income, 
have outperformed in the recent market turmoil because 
they tend to overweight high-quality, defensive companies 
and are underinvested in some hard-hit sectors such 
as energy.²

Making sustainable investing efficient 
ETFs have lowered the cost of investment for all. By bring-
ing the inherent efficiencies of indexing to sustainable 
investing, we help further deliver on our promise to make 
this type of investment accessible and cost effective.

If you look across the sustainable ETFs we are offering 
globally, the total expense ratio – the management fees and 
other expenses that make up the full costs of the fund – 
weighted by asset class is 0.31 per cent. This is lower than 
the average weighted figure across our entire business of 
0.35 per cent.³

Get comfortable, get engaged, get invested 
This is our three-step suggestion for investors moving 
into sustainable investing. Getting comfortable is about 
understanding sustainable investing, which is what this 
supplement is all about. Getting engaged is a vital second 
step because few investors act completely alone; this is 
the stage where conversations may take place with advis-
ers, for instance.

We’re committed to making the third stage, getting 
invested, easier than ever. In our 2020 Letter to Clients, 
we told our clients of our commitment to make sustain-
ability our new standard for investing because of our 
conviction that sustainable portfolios can provide better 
risk-adjusted returns.

Doubling our range of sustainable ETFs was just one 
element of this pledge, which also included backing indus-
try initiatives such as Climate Action 100+ that engages 
with companies on climate disclosure. We also made spe-
cific pledges on reducing investment in thermal coal, which 
we believe is becoming less and less economically viable.

It would be easy to think that Covid-19 would dent inter-
est in long-term thinking on issues such as sustainability, 
and indeed BlackRock chairman and chief executive Larry 
Fink was asked about this at our virtual Global Summit in 
June. He responded that the Covid crisis in fact reinforced 
the need to build sustainable economies and invest for the 
long term.

Even as the pandemic took its toll, he pointed out that 
extreme weather events such as droughts and heatwaves 
are continuing, saying: “Every day we’re reminded of how 
the world is evolving and changing.”

He also noted: “What is very clear is that investors are 
becoming more impatient. More and more investors believe 
sustainability does represent investment risk.” n
1. EMEA ETF industry total flows and sustainable flows, February 21, 2020 to 

March 31, 2020.
2. BlackRock with Q1 2020 data from Bloomberg and Morningstar, as of May 7, 

2020; more than 90 per cent of sustainable indices outperformed their parent 
benchmark during this period of the heightened market uncertainty and 
drawdown.

3. BlackRock, as of March 31, 2020.

For more information please visit  
iShares.com/uk. Capital at risk. 

Manuela Sperandeo
EMEA Head of Factor, Sustainable  
and Thematic ETFs, BlackRock

Manuela Sperandeo, Managing Director, is EMEA Head of Factor, 
Sustainable and Thematic ETFs at BlackRock. She is responsible 
for driving the strategy for these product segments across 
product development, distribution and thought leadership. Prior to 
that, she was a member of the iShares Product Innovation team 
where she was responsible for Fixed Income product research. 
Manuela has been a founding board member of the European 
chapter of Women in ETFs and earned an Economics Degree, 
with distinction, from Bocconi University in Milan and an MBA 
from Harvard Business School.

EMEA ETF industry total flows and sustainable flows
February 21 2020 to March 31, 20201 

EMEA sustainable ETF industry

Past flows into globally-listed Exchange-Traded Products (ETPs) are not a guide to current or future 
flows and should not be the sole factor of consideration when selecting a product. BlackRock and 
Markit, as of 31 March, 2020.

EMEA ETF industry
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As a fixed income specialist, do you 
look at ESG differently from other ETF 
providers?
ESG considerations are increasingly important 
whatever the asset class. However, in fixed 
income, there are some key differences com-
pared with, say, equities. Like equities, you can 
look at a company and its ESG credentials. 
However, you can also look at a single bond and 
how that money is being used. For example, is 
it a green bond or a social bond, earmarked for 
specific environmental or social projects? 

In fixed income, we also have to think dif-
ferently about stewardship of the assets we 
own. We don’t have voting rights but we can, 
for example, support collaborative initiatives. 
We also use credit and bond indices, so, while 
we don’t have direct control over index con-
stituents, we can actively engage with index 
providers and encourage them to consider ESG 
factors in their selection criteria. 

Fixed income is a complex asset 
class, so it’s no surprise that incor-
porating ESG considerations into 
fixed income is complex too. At 
Tabula, we’re increasingly bringing 
ESG into our core product range, 
so the most important thing is to 

actively engage with investors and understand 
their needs. 

Where are the gaps in the current fixed 
income ESG ETF offering?
In a survey of professional investors earlier this 
year, we found that respondents overwhelmingly 
wanted more innovation. Currently, many fixed 
income ESG ETFs are close copies of equity 
ESG ETFs, applying the same ESG ratings and 
methodologies to existing bond indices. The 
inflows to these ETFs reflect the demand for 
ESG in general, but the products themselves 
may not be exactly what investors want. 

Many existing ETFs are also closely 
tied to traditional benchmarks, with similar 
regional and sector weightings. However, 
our survey found that, for many investors, 

tracking error is becoming less critical. There 
was also a demand for more transpar-

ency. With indices based on broad 
ESG ratings, it’s difficult to 

understand why certain 
issuers are included or 
excluded. Taking a step 
back, it can also be hard 
to see a clear purpose 
in these ETFs apart 

ESG in fixed income – 
more of the same?

Interview with Jason Smith

http://www.etfexpress.com


What could be improved in the current fixed income 
ESG ETF offering?

There is demand
for innovation, but
what form should

that innovation take?

80%

75%

46%

29%

16%

0%

More innovation

Better coverage across
fixed income

More transparency

More choice

More liquidity

Nothing, the current
offering suits my needs

Based on 120 professional investors surveyed in May/June 2020 by Tabula Investment
Management (“Tabula”) or independent research company Pureprofile. Tabula commissioned
Pureprofile to interview professional investors (institutional and wealth managers) across seven
European countries.
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from being “more ESG”. We think that ETFs 
with specific environmental or social objec-
tives, for example alignment with a 1.5C Paris 
climate scenario, could be more compelling. 

Another insight from our survey was that 
parts of the fixed income market are under-
served. As investors look to re-align their 
entire portfolios, we expect increased demand 
for ESG ETFs across every market segment. 

What innovations do you expect in fixed 
income ETFs?
ESG is evolving rapidly and ETF providers 
need to be adapt. The best approach in a par-
ticular asset class today is unlikely to be the 
best solution in a few years’ time. In the longer 
term, we see opportunities in the relationship 
between ESG risks and credit spreads. The 
major ratings agencies have signed up to 
the UN-supported PRI’s “Statement on ESG 
in Credit Risk and Ratings” and we are start-
ing to see excellent granular data from some 
agencies showing how different ESG factors 
influence ratings. 

However, right now, the big focus is on 
climate change. This is arguably the defin-
ing challenge of our age and all investors, 
across all asset classes, have a part to play. 
The EU is taking a strong lead, formalising an 
EU Green Bond Standard and defining Paris-
Aligned Benchmarks and Climate Transition 
Benchmarks to help investors allocate capital 
to more climate-friendly investments. Equity 
ETFs are already emerging and we expect 
bond ETFs to follow soon. Although there are 
criticisms of some of the detail of the EU’s 
approach, there is no doubting their sense of 
urgency and their motivation in getting capital 
flowing in the right direction. 

What are the choices for climate-
conscious fixed income investors?
For fixed income ETF investors, there are 
two approaches. Green bonds are an obvi-
ous choice, providing funding for projects 
with environmental benefits. This market has 
grown rapidly but is not without challenges. In 
particular, it is not always clear that the pro-
ceeds of a bond labelled “green” are being 
used as expected. While the EU and other 
bodies are trying to address this, investors 
should also look carefully at the index meth-
odology behind an ETF to ensure that there 
is sufficient scrutiny of individual bonds. For 

now, the green bond market is also concen-
trated in certain sectors and countries. Issuers 
are primarily sovereigns and supranationals, 
with a smattering of utility companies but few 
other corporates. As a result, green bond ETFs 
are currently quite specialised investments, 
although this should change as the market 
grows and diversifies.

For investors looking to shift their core bond 
allocations into more climate-conscious invest-
ments, the new EU Paris-Aligned and Climate 
Transition Benchmarks could be more inter-
esting. These benchmarks allow investors to 
align their portfolios with the 1.5C Paris goal, 
while retaining diversification. They also have 
some minimum standards – for example, they 
exclude companies involved with controversial 
weapons or violating the UN Global Compact. 
So, while they are focused on climate, they 
don’t ignore other critical ESG issues. It won’t 
be long before there are bond ETFs tracking 
these benchmarks. n

Jason Smith
Chief Investment Officer, Tabula Investment Management

Jason Smith is CIO of Tabula and is responsible for designing and building new 
funds. For over 20 years he was a senior portfolio manager at several leading 
global asset managers. Prior to Tabula, Jason was most recently a senior portfolio 
manager at Goldman Sachs Asset Manaagement, where he focused on a variety 
of fixed income portfolios including rates, inflation, LDI and secured finance. 
Previously, he was head of portfolio management for the absolute return funds at 
Barclays Capital, receiving both a Citywire ‘A’ rating and Lipper leader award for 
performance. He has also managed a range of fixed income and absolute return 
portfolios at BlackRock, JP Morgan, Towers Perrin and IBM. Jason has a post-
graduate diploma in Artificial Intelligence from the University of Westminster and a 
BA in Banking and Finance from the London Guildhall University.
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TABULA INVESTMENT MANAGEMENT
Tabula is a London-based asset manager focused on fixed income. We offer a growing range of 
differentiated UCITS ETFs and funds to institutional investors. Our ETFs provide unique solutions 
in the fixed income space, and help investors achieve greater control of the risks and rewards 
inherent in institutional investing.

Contact: Leyton Page | leyton.page@tabulaim.com | +44 (0)20 3909 4703 |  
+44 (0)7866 494603

ABOUT iSHARES 
iShares unlocks opportunity across markets to meet the evolving needs of investors. With more 
than 20 years of experience, a global line-up of 900+ exchange traded funds (ETFs) and USD1.85 
trillion in assets under management as of March 31, 2020, iShares continues to drive progress for 
the financial industry. iShares funds are powered by the expert portfolio and risk management of 
BlackRock, trusted to manage more money than any other investment firm.

www.tabulaim.com

www.ishares.com/uk
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