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Executive
summary

ESG and sustainability 
dominates the investor 
agenda 

ESG investing is already impacting the investor 
agenda. This is underlined by the fact that in 
2021, 36% of all financial assets globally were 
managed with sustainable strategies. During the 
past 18 months, the share of financial assets 
linked to so-called ‘net zero targets’ has more than 
tripled to cUS$140trn. But sustainability is not only 
affecting financial firms. The number of corporates 
that have made commitments around net zero 
targets or have had these targets approved by 
the Science Based Targets initiative has increased 
more than seven-fold since 2019 to more than 
3,500 now. Together they account for c40% of 
global market capitalization.

The investment opportunities are significant too, 
considering that reaching longer-term climate 
change targets requires annual investments 
into affected areas to increase 7x to US$4trn. 
Furthermore, reaching the broader set of 
Sustainable Development Goals as launched by 
the United Nations in 2015 requires an increase in 
annual investment of cUS$11-14trn, or more than 
10% of global GDP.

ESG investors face a  
number of challenges 

Despite the positive outlook for ESG or sustainable 
investing, investors will have to deal with a number 
of challenges. Uncertainty remains around whether 
investing in ‘good ESG’ companies actually yields 
real-world change. Related to this are questions 
around how to measure a company’s ESG or 
sustainable performance and criticism around 
the approach taken by ESG data and rating 
companies to help investors in this analysis.

A challenge that is more technical and perhaps 
short term in nature relates to the recent sharp 
weakening of absolute and relative returns 
achieved by ESG funds.   

Finally, we note that regulation in this area is 
tightening aggressively, not least led by Europe. 
This leaves investors and corporates with a 
significant administrative burden in the short to 
medium term in our view; however, it will create 
clarity around disclosure and performance and 
hence may aid investment decisions in the 
longer term.

An integrated analysis 
framework for ESG 
investors 

Successfully addressing these challenges 
requires investors to adopt more integrated and 
sophisticated analytical approaches, in our view. 
For example, we see strong potential for applying 
data science technologies to geospatial data when 
assessing a company’s risk exposure to sustainable 
or ESG-related themes. More broadly, an 
integrated sustainable analytical framework needs 
to address the following aspects, in our view:

 ȷ Assess materiality: Understanding which “E,” 
“S,” and “G” factors are most material for  
a company and understanding how its 
management addresses these is key. 

 ȷ Understand themes and exposure: 
External, top-down themes drive the investment 
cases for companies exposed to them. 
Knowing where in the lifecycle a theme is,  
its long-term drivers and their outlook and, 
importantly, whether a company or sector is 
positively, negatively, directly or indirectly 
exposed to a theme are vital questions that 
ESG investors need to answer, in our view. 

 ȷ The need to understand change: Identifying 
ESG materiality and thematic exposure for a 
company or sector is one thing. However, it is 
also important to also form a view on how this 
is likely to change. 

 ȷ Is it priced in? Whether the potential outcome 
of a material and thematic analysis is properly 
priced into a company’s share price requires 
valuation scenarios using ESG-adjusted 
earnings or cash flows. 

A Treeprint of Sustainable 
analysis and Investing 

The range of themes that sustainable investors 
may want to consider as part of their investment 
process is almost endless. To assist them in 
this process, we have identified over 20 mainly 
environmental topics that we believe are likely 
to dominate investor agendas for years to come. 
For each of these topics, we outline the sub-
themes that drive their outlook. Furthermore, 
we believe that these topics and sub-themes 
can be grouped into five overarching categories. 
The five categories, the c20 main topics and 
their respective sub-themes together comprise 
our Treeprint of sustainable analysis and 
investing. 

David Bleustein 
Global Head of Securities Research
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Figure 1:  Global sustainable investing assets with proportion of total managed assets 
(2012-20) in USD trn

Figure 2: Global sustainable investing assets with proportion of total managed assets (2012-20)
(in billions of USD)
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Treeprint - A sustainable investment framework.

At the start of 2020, the amount of assets 
managed with a sustainable investment strategy 
across Europe, the US, Canada, Australasia 
(Australia and New Zealand) and Japan reached 
$35.3trn, up ~15% and ~55% relative to two 
years and four years prior, respectively, according 
to the Global Sustainable Investment Alliance’s 
(GSIA) biennial report.  

At a regional level, the US and Europe contin-
ue to account for the lion’s share (>80%) of 
sustainable investing assets, although Canada, 
Australia/New Zealand (Australasia) and Japan 
are also showing robust growth. Moreover, 
despite some tightened definitions around what 
can be considered a sustainable or ESG invest-
ment in Europe and Australasia, the proportion of 

ESG until now: 
High and easy 
growth

The size of the sustainable 
market

During the past 10 years, the market for 
sustainable investing has grown dramatically. 
Currently more than 35% of all assets globally 
are managed with some form of sustainable link. 
Climate change is at the heart of this, with 84% 
of investors expecting it to drive their investment 
approach by 2024, up from 34% in 2020.

The investment opportunities related to sustain-
ability are very sizeable, which partly explains the 
growth in assets seen to date.  

For example, the annual investment shortfall to 
reach the targets associated with the 17 Sus-
tainable Development Goals is over US$11trn, 
according to the UN. The Climate Policy Initiative 
believes that climate-related investments will 
need to increase 7x in order to achieve related 
targets by 2030.  

In this chapter we outline how the world of sus-
tainable investing has changed during the past 
few years and show how the popularity of different 
sustainable investment approaches is changing.

This equates to ~35.9% of total assets under 
management (AUM), up from ~33.4% and 
~27.9% at the start of 2018 and 2016, respec-
tively. We also expect that these figures have 
continued to rise over the past two-plus years as 
an increasing number of asset managers commit 
to aligning their investment portfolios with net 
zero emissions by 2050 and incorporate ESG 
(more detail below).

sustainable investing assets relative to total man-
aged assets remains meaningful (>1/3) across 
most regions and continues to grow strongly in 
Canada, the US, and Japan. We have also seen 
steady increases from retail investors, which 
now account for ~25% of sustainable investing 
assets (vs. ~11% in 2012).  

https://www.robeco.com/docm/docu-202203-robeco-global-climate-survey-report.pdf
https://www.robeco.com/docm/docu-202203-robeco-global-climate-survey-report.pdf
https://www.robeco.com/docm/docu-202203-robeco-global-climate-survey-report.pdf
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Figure 2: Global sustainable investing assets by region (2016-20) 
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* Europe and Australasia have enacted significant changes in the way sustainable investment is defined in these regions, so it is not easy to make 
direct comparisons between regions and with previous versions of the GSIA report.

Figure 3:  Proportion of sustainable investing assets relative to total managed assets by 
region (2012-20)
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While we acknowledge these “official” figures are 
stale given the GSIA’s report is released every 
two years, there are other more recent data 
points that indicate this growth in sustainable in-
vesting assets has remained robust and is set to 
continue. Since 2020, there have been a num-
ber of initiatives launched that require members 
to align with net zero or incorporate ESG.  
 

In particular, the Net Zero Asset Managers ini-
tiative was launched in December 2020 with an 
initial group of just 30 signatories (representing 
>$9 trillion in AUM) and has now reached 273 
firms (>$61 trillion, nearly 60% of global AUM) 
that have committed to reach net zero (in this 
case, investment portfolios) emissions no later 
than 2050. This includes some of the world’s 
largest asset managers (e.g., BlackRock, Van-
guard, UBS, State Street, and Allianz).  

We would also note that the broader Principles 
for Responsible Investment organization now 
includes >3,200 asset managers (~$90 trillion 
of AUM, nearly ~90% of global AUM) that have 
committed to incorporating ESG considerations 
into their investment analysis and decision-mak-
ing processes. 

Perhaps most notable are the four leading “net 
zero” financial sector initiatives, which require 
signatories to set science-aligned 2030 interim 
and long-term goals to reach net zero no later 
than 2050. Financial assets underpinning these 
four initiatives have more than tripled over the 
last 18 months to ~$140 trillion. 

Figure 5:  Asset manager signatories and AUM committed to Principles for Responsible 
Investment in USD trn 
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Figure 4:  Number and total AUM of signatories/members committed to key “net zero” 
financial sector initiatives (Feb 2021 vs. June 2022) in USD trn
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The impact that sustainability is having on the 
asset management world looks set to grow 
further, in our view. Data from a recent survey 
conducted by Robeco of 300 investors that 
collectively manage almost US$24trn suggests 
that 84% of them believe climate change will be 
either a significant factor or at the center of their 
investment policies within the next two years.  

Two years ago, this percentage stood at just 
34%. Equally, 24% of investors surveyed 
mentioned that climate change was not part of 
their investment policy at all two years ago. Only 
5% of surveyed investors believe that this will still 
be the case in 2024.

Figure 6: The impact of climate change on investor policies in %
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Banking increasingly  
focused on sustainability
Beyond traditional asset managers/owners, an-
other major participant in the sustainable invest-
ing landscape are the banks, which collectively 
represent ~40% of the global financial system (or 
~$150 trillion). As referenced in Figure 5, banks 
accounting for nearly half (~$70 trillion) of global 
banking assets and >75% of global fossil fuel 
financing activity have committed to net zero fi-
nanced emissions by 2050, while many also have 
their own sustainable finance targets by 2030. 

Corporates are also  
engaging

It is not only the financial industry that has been 
impacted by sustainability concerns over the past 
10 years. Corporates are increasingly engaged 
with sustainability as well. This can be seen in the 
growing participation across an increasing array 
of bodies that aim to achieve specific sustainabili-
ty-related goals or targets.  

Corporates are also increasingly engaged with 
getting external verification of their climate change 
policies and objectives. A good example of how 
climate change is becoming increasingly important 
for the corporate world is seen through the lens 
of the Science Based Targets initiative (SBTi). 
The SBTi was founded in 2014 and is a partner-
ship between CDP, the UN Global Compact, the 
WRI, and WWF. It aims to promote best practices 
in emissions reduction and net zero targets and 
provides technical assistance to companies. 

To date, we have seen 9 of the world’s top 10 
largest financiers of fossil fuel activity both com-
mit to net zero financed emissions by 2050 and 
provide intermediate sector targets for reaching 
the longer-term goal (although all 10 have com-
mitted to the former). 

At the end 2021, more than 2,250 companies 
across 70 countries and 15 industries had used 
SBTi to set science-based targets or made 
commitments to do so. This was up from c1,000 
at the end of 2020. These companies repre-
sented c35% (or US$38trn) of global market 
capitalization, an increase from 20% in 2020. 
Growth remains strong this year, as the number 
of companies with commitments and approved 
targets increased by 51% between January and 
July to reach more than 3,500. 

Figure 7: Summary of various banks(1) portfolio financing emission reduction targets by 2030
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Figure 8: Companies with SBTi targets and commitments 

0

500

1,000

1,500

2,000

3,000

2,500

3,500

4,000

2015 2016 2019 July 2022

Committed Approved

2020 20212017 2018

Source:  SBTi 
 

Figure 9: Alignment of approved targets (Dec-2021) 
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The changing approach to 
sustainable investing
While there are more than a handful of 
approaches to sustainable investing, as 
we highlight below for reference, we have 
generally seen an evolution in recent years from 
an exclusionary/ “do no harm” approach to 
integrating ESG assessments within traditional 
fundamental analysis. 

Put simply, ESG or sustainable investing to 
some extent is now part of the investment 
process across most (if not all) major asset 
managers. With ESG integration now 
mainstream, the emerging focus for investors 
is on having real-world impact (i.e., seeking 
intentional and measurable positive societal 
and/or environmental benefits) in addition to 
delivering risk-adjusted returns.

A wide range of investment 
approaches are used

Investors with a focus on ESG cover a range of 
different asset classes (e.g., equities, bonds, pri-
vate equity) end can deploy different investment 
strategies. Typically the strategies fall into one of 
the following seven categories:  

 ȷ Negative/exclusionary screening: An asset 
is excluded from investing if it is negatively 
exposed to certain ESG criteria. Exclusion 
criteria (based on norms and values) can refer, 
for example, to product categories (e.g., 
weapons, tobacco), company practices (e.g., 
animal testing, violation of human rights, 
corruption) or controversies.

 ȷ ESG integration: Investment managers use a 
systematic and explicit approach to 
environmental, social and governance factors 
for their investment selection process.

 ȷ Corporate engagement and shareholder 
action: Investors use their shareholder rights 
to engage directly with the management of 
companies to achieve change. This includes 
communicating with senior management and/
or company boards, filing or co-filing 
shareholder proposals, and proxy voting that is 
guided by comprehensive ESG guidelines. 

 ȷ Norms-based screening: Investments can 
only be considered if they adhere to minimum 
international norms or standards based on those 
issued by the UN, ILO, OECD and NGOs.

 ȷ Best-in-class/positive screening: 
Investments into sectors, companies or projects 
are selected for positive ESG performance 
relative to industry peers, and that achieve a 
rating above a defined threshold.

 ȷ Sustainability themed/thematic investing: 
Investments into themes or assets specifically 
contributing to sustainable environmental or 
social solutions, such as climate change, 
sustainable agriculture, green buildings, lower 
carbon tilted portfolio, gender equity, or diversity.

 ȷ Impact investing: Investments to achieve 
positive social and/or environmental impacts. 
These investments can target communities that 
are traditionally underserved or companies that 
target specific social or environmental goals.
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Figure 10: Sustainable investing assets by strategy (2020, USD bn) 
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Figure 11: Regional shares (by asset weight) in use of sustainable investing strategies (2020) 
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Thematic investing is  
increasingly shaping  
investment policies
Sustainability-linked thematic investing has expe-
rienced the fastest growth across all major ESG 
investment approaches over the past few years. 
We believe this is likely to continue, suggesting 
that investors have an increasing need to under-
stand how a particular company is exposed to 
sustainable themes.  

Using the survey data from Robeco, we find that 
a wide range of sustainable-related thematic ap-
proaches have already been adopted by the ma-
jority of investors that have a sustainable focus. 

Thematic investing driven by 
investment requirements
The desire to help achieve a more sustainable 
world is one explanation for the strong growth 
seen during the past few years in assets ex-
posed to sustainable investing. However, it is not 
the only one or the most important one, in our 
view. Another key driver relates to the fact that 
achieving sustainability-related targets such as 
those associated with the SDGs requires very 
substantial investments.  

Importantly, though, within the next three years 
more than 90% of all investors surveyed expect 
to have implemented sustainable thematic invest-
ing into their investment processes. In addition, 
active ownership or engagement looks likely to 
have been adopted by 8 out of 10 investors by 
2024, according to the Robeco study. 

If true, this survey data implies that investor 
demand for more detailed sustainability-related 
assessments of corporates is likely to increase.

This in turn is likely to benefit exposed companies 
or sectors and will continue to drive assets towards 
sustainable investment strategies, in our view. 

To provide an indication of the level of invest-
ments needed to achieve long-term sustainabil-
ity targets, we highlight work from the United 
Nations and the Climate Policy Initiative.

Figure 12: % of ESG strategies adopted by investors 
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SDG investment requirements 
The UN’s Force for Good Initiative in its 2021 
‘Capital as a force for good’ report provided an 
updated assessment of the shortfall in funding 
needed to achieve the targets associated with 
the SDGs. In 2014, UNCTAD estimated that 
the total funding requirements associated with 
the SDGs were US$5-7trn per year for the 
2015-2030 period and that there was an annual 
shortfall of cUS$2.5trn for developing countries. 

The annual funding gap to reach the SDG 
targets represents c10% of global GDP, sug-
gesting that only a fully coordinated approach by 
the public and private sector has a chance of 
succeeding. On a positive note, we find that 
leading financial institutions have committed 
US$9.5trn to 2030 and deployed a record 
US$2.1trn in 2020. The potential for growth 
here is real, in our view, given that the world has 
cUS$400trn of gross liquid financial assets and 
the fact that 100% of leading financial institu-
tions have adopted ESG considerations while 
95% have already integrated ESG into their core 
business practices, according to the UN. 
 
Climate finance investments 
Climate change has been one of the key 
focus areas for sustainability-focused investors 
in recent years. Despite a growing level of 
awareness around the impact of climate change 

In its 2021 report, the Force for Good Initiative 
revisited these estimates by bringing them up to 
date, including data available for a broader set of 
factors and accounting for inflation. In the report, 
the 17 SDGs are grouped into five categories: 
People, Planet, Physical & Virtual Infrastructure, 
Prosperity and Peace & Partnership. By estimating 
the shortfall for each category, the report arrives 
at a total investment requirement for the SDGs 
between 2020 and 2030 of US$116-142trn. 
The current shortfall is estimated to be between 
US$84-101trn, or US$11.6-14.2trn per year.

and the improving ability to measure and 
monitor corporate performance in relation to 
environmental intensity, we note that investment 
levels remain well below what is required. 

Analysis from the Climate Policy Initiative shows 
that global climate-related investments increased 
from US$364bn in 2011-12 to US$632bn in 
2019-20. However, to achieve agreed-upon 
climate targets by 2030 requires investment 
levels of over US$4trn, or almost 7x the level 
achieved in 2019-20. 

Investments in energy supply measures reached 
US$334bn in 2019-20, of which renewable 
energy accounted for US$324bn. However, to 
meet long-term net zero targets requires annual 
investments in renewable energy of cUS$1.2trn, 
according to the IEA.  

Figure 13: Investment funding gap for the SDGs 
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Climate-related investments in the energy-intensive 
sectors of transport, buildings and industry reached 
over US$200bn for 2019-20, but here too, 
investment levels need to increase substantially.  

This chapter clearly shows that ESG or 
sustainable investing is a dominant feature 
not only for asset managers but increasingly 
also for asset owners and corporates. Given 
the investment requirements associated with 
reaching long-term climate change targets, we 
expect that the focus on sustainability from the 

For example, estimates from IRENA and the 
IEA put annual required investments in transport, 
buildings and industry for the period until 2030 at 
between US$1.3-2.3trn in order to meet long-term 
climate change targets.

various stakeholders will only increase further. 
This in turn also increases demand for insight 
or analysis into which end markets are likely to 
benefit most from this and which are likely to be 
left behind.

Figure 15:  Investments in energy demand areas: current vs. levels required to meet climate 
change targets (USD bn) 
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Figure 14:  Annual investments in renewables relative to required levels implied by climate 
change scenarios in USD bn
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https://www.forcegood.org/report-2021
https://www.climatepolicyinitiative.org/publication/global-landscape-of-climate-finance-2021/
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What matters as 
ESG investing 
matures

As highlighted in this report, ESG investing has 
experienced rapid growth during the past 10 
years. Catalysts for this include rising concerns 
over climate and human rights issues and the 
expectation that addressing these would drive 
investments towards companies that provide 
the necessary solutions or that have adopted 
sustainable business practices more broadly. 

As mentioned above, one reason for the growth 
in assets associated with ESG investing is 
that they will help achieve real world change. 
Monitoring this is not an altogether easy 
exercise though, as work from Horan, Dimson, 
Emergy, Blay and Yelton (2022) outlines. They 
argue there is scant evidence that shifts in 
investment policies towards those focused on 
ESG goals have actually resulted in, for example, 
decreased carbon emissions, improved human 
rights, reduced soil erosion or improved water 
quality. Analysis from Caldecott et al seems 
to corroborate these conclusions, arguing that 
simply holding green assets is not sufficient to 
contribute to positive environmental outcomes. 
Neither study focused on potential market-
implied changes in the cost of capital. 

The measurement of real world change is made 
more difficult by the fact that change might not 
emerge as quickly as some might expect. For 
example, Bebchuck and Takkarita reviewed 
filings from more than 130 US public companies 
that joined the Business Roundtable Statement 
(BRT) on the Purpose of a Corporation that was 
issued in August 2019. Their analysis showed 
that a great majority of these firms have so far 
not mentioned or shown engagement with other 
stakeholders despite the fact that this was one of 
the key objectives of the BRT. 

Growing relevance of  
measuring real world change 

In contrast to the rapid growth seen in ESG-
focused investment vehicles, we note that 
associated regulatory, reporting and analysis 
frameworks have not shown the same degree 
of development. However, this has started to 
change, which in our view is a reflection of the 
fact that ESG investing is maturing. In this chapter 
we outline some of the issues and debates that 
the maturing ESG world is currently facing.

Corporate behavior in relation to carbon emissions 
also presents a mixed picture. Dai, Duan and 
Liang (2021), for example, found that decreases 
in Scope 1 carbon emissions by US firms are 
associated with increases in their Scope 3 
emissions. In other words, rather than reducing 
emissions, companies may simply shift emissions 
to others. Disturbingly, Dai et al also found that 
firms with these emissions shifts appear less 
incentivized to develop clean technologies. 

We believe that as ESG investing matures, the 
need to understand the transmission mechanism 
between sustainable finance and the real 
economy becomes greater in order to judge 
whether certain investments help create a more 
sustainable world. In order to be able to judge 
the real world impact of sustainable investments, 
two criteria would have to be met, according to 
Caldecott. First, greater clarity around how a 
sustainable investment approach encourages 
sustainable activity or discourages unstainable 
activities is needed. Second, these investments 
should make a clear and measurable difference in 
terms of aspects such as a firm’s cost of capital 
and access to capital for (un)sustainable activities. 

https://www.smithschool.ox.ac.uk/sites/default/files/2022-04/Sustainable-Finance-and-Transmission-Mechanisms-to-the-Real-Economy.pdf
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This in turn is associated with increased return 
volatility. Some of these concerns reflect 
shortcomings in ESG ratings, and some in the 
disclosure regimes upon which they rely on to 
formulate conclusions. 

An argument against ESG ratings can be an 
argument for accelerating the harmonization of 
sustainability accounting standards. There is also 
some confusion over the purpose and applications 
of ESG ratings in the investment process. 

 ȷ Applications differ: While there is growth in 
ETF/Smart Beta products that are driven by 
ESG ratings and determine index inclusions, 
and the effect of this should not be overlooked 
entirely, most often they are used only as the first 
stage of ESG integration within an investment 
process. Typically, this is to identify companies 
in portfolios that exhibit higher ESG risks, 
which may then be prioritized for more granular 
fundamental analysis of how this interacts with a 
company’s earnings potential. This transmission 
from risk to integration is also important in 
considering the purpose of ESG ratings.

 ȷ The purpose of ESG ratings is perhaps 
misunderstood: In general terms, ESG 
ratings provide a relative view on how well a 
business manages its material, bottom-up (e.g. 
operational) ESG risk factors. To the extent 
that opportunities are considered, this tends to 
be encapsulated by the relative positioning of 
how well businesses manage those risks, as 
opposed to opportunities in growing revenues 
and / or competitive advantages. Better 
management of ESG risk factors is associated 
with companies that exhibit greater resilience, 
hence the predominance of Quality factor 
exposures in ESG portfolios. However, this 
differs from analysis which seeks to determine 
the sustainability of earnings as a result of these 
structural trends or to determine the net positive 
alignment of a company’s product and services 
with sustainable development goals. 

Assessing whether corporates or investors achieve 
real world sustainability or ESG-related objectives 
is made more difficult because there is currently 
no uniform agreement around non-financial ESG 
objectives or targets. At the same time, we find 
that ESG targets, even when defined, may not 
always be measurable. Third, when trying to 
assess the materiality of ESG factors, investors 
are faced with the challenge that these differ 
substantially between sectors and even between 
companies within the same sector. This makes 
aggregating risk from ESG materiality onto a 
portfolio level highly challenging. 

The relevance of ESG reporting standards for 
investors was underlined by a survey held by 
the CFA Institute in 2021. More than 90% of 
members surveyed indicated that sustainability 
reporting is needed, while 68% felt that 
companies should report on both ESG issues 
as well as on how a company’s products and 
services may materially contribute to climate 
change (so-called impact materiality). 

The growth in ESG investing and the wide 
range of financial and especially non-financial, 
objectives associated with it has led to growing 
demand from investors for data and analysis to 
assist them in managing their portfolios. In the 
case of traditional financial analysis, investors are 
able to utilize the insights of sell-side analysts. 
However, in case of ESG-related analysis, we 
note that the sell side historically has been largely 
absent. This vacuum of insights has allowed new 
ESG data and rating companies to be established 
with the aim of providing investors with the 
ESG-related insights that they need. Their impact 
has been significant given that the previously 
highlighted survey from the CFA institute showed 
that nearly two-thirds of portfolio managers 

This chapter has outlined that ESG investors 
face challenges associated with measuring a 
company’s ESG performance and the degree 
of its real world impact. Furthermore, we have 
highlighted that relying on so-called ESG data or 
rating providers may not always be helpful. These 
issues might not be all that relevant as long as 
the financial performance of ESG funds remains 
strong. For a number of years, ESG-focused funds 
did outperform broader markets and therefore at 
least provided their investors with financial gains. 
However, this has started to change.  

As part of our wider work, we track the 
performance of a broad group of actively 
managed ESG or sustainable equity funds. 
Our analysis shows that these funds were 
outperforming broader equity markets until the 
end of 2021. However, this year relative returns 
for ESG funds have been weaker than for 
broader equity markets (Figure 16).  

Measuring sustainable  
performance is not  
straightforward

ESG ratings and data are  
not without criticism

ESG performance statistics 
are under pressure

Various bodies have developed tools during the 
past few years aimed at reporting standards for 
ESG materiality. These include the Sustainable 
Accounting Standards Board (SASB), the 
International Financial Reporting Standards (IFRS) 
Foundation, the Task Force for Climate-Related 
Financial Disclosures (TCFD), the Taskforce on 
Nature-Related Financial Disclosures (TNFD) and 
the Global Reporting Initiative (GRI). Furthermore, 
we find that regulators (e.g., the European 
Securities and Markets Authority) and stock 
exchanges (e.g., the Securities and Exchange 
Commission) are becoming increasingly engaged 
with financial and especially non-financial ESG-
related disclosures and reporting requirements.  

Although a fully harmonized reporting framework 
does not currently exist, we do note that some 
of the recent developments give cause for 
optimism. For example, last year brought the 
formation of the ISSB, which combines IFRS, 
the Value Reporting Foundation and CDSB in 
relation to materiality reporting. The collaboration 
between GRI and IFRS may help to improve the 
assessment of stakeholder outcomes.

use relative ESG rankings and ratings in their 
company analysis.  

A wide variety of research has already been 
published that outlines the various concerns that 
exist with the current availability of ESG data and or 
ratings. For example, the low correlation that can 
exist between ESG opinions from different ESG 
providers on the same company makes it more 
difficult for investors to understand which view is 
appropriate. There is also some evidence suggesting 
that a better ESG rating may not necessarily predict 
less future corporate bad behavior. Meanwhile work 
from Christensen et al shows that greater ESG 
disclosure may be part of the problem as it leads to 
increased ESG rating disagreements. 

This we note is not an isolated incident. In 
2021, almost 7 out of 10 ESG funds were 
outperforming broader equity markets. Today this 
ratio is less than 1 in 4 (Figure 17). 

While some ESG investors may be willing 
to forego returns for the sake of supporting 
investments that they believe have a positive or 
sustainable impact, we do not think this is true 
for all the money allocated to sustainable or ESG 
funds during the past few years. Therefore, a 
continuation of the current underperformance 
may trigger some investors to withdraw their 
investments from these funds, which would likely 
put more pressure on returns and sentiment 
toward the space.  

The weaker returns posted by ESG funds are 
likely to increase demand for more substantive 
ESG research, in our view. 

https://www.cfainstitute.org/-/media/documents/survey/cfa-esg-survey-web.pdf
https://www.cfainstitute.org/-/media/documents/survey/cfa-esg-survey-web.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3165783
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3165783
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3165783
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3793804
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3793804
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3793804
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Figure 16:  ESG fund performance has worsened: Current 12-month underperformance of 
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Figure 17: % of ESG funds that outperformed MSCI ACWI during the past 12 months 
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The ESG guidelines and non-mandatory 
frameworks are not the only areas of regulation 
that impact investors or corporates. To improve 
transparency, avoid ‘greenwashing’ (where 
companies overstate the environmental 
friendliness of their products) and to ensure a 
shift of capital toward green activities, lawmakers 
during the past few years have increasingly 
focused on the development of mandatory 
regulatory regimes. 

We expect mandatory ESG regimes or 
frameworks to become more important during 
the next few years and to eventually contribute 
much needed clarity to facilitate the flow of 
capital into transition industries. However, 
depending on the objectives of these regimes, 
some of these might result in near-term 
administrative burdens for companies and 
investors, while others may actually support the 
outlook for sustainable themes and investing. 

 ȷ Broad mandatory financial disclosure 
rules: These rules are set up to ensure that 
corporates provide sufficient disclosure on the 
sustainability of their activities. This in turn 
enables capital to shift more easily to 
sustainable companies and away from those 
that are more exposed to unsustainable 
activities. Disclosure rules have also been 
developed for the asset management industry 
with the aim of assisting end investors in 
selecting investment funds based on their 
sustainability track record. 
 
Europe as an indicator? 
The impact of mandatory financial disclosure 
rules on companies and investors is significant, 
in our view, as the development in Europe 
highlights. We highlight the building blocks that 
make up the Sustainable Finance Framework in 
Figure 20; these include the Sustainable 
Finance Disclosure Regulation (SFDR), the EU 
Taxonomy and the Corporate Sustainability 
Reporting Directive (CSRD). What becomes 
clear is that the flow of new regulations will not 
only increase the day-to-day administrative 
burden for both investors and companies, but 
also emphasizes the strong need for improved 
data quality and transparency. 
 
Under the SFDR, asset managers that are 
based in the EU or sell their products into it 
are required to designate their funds as either 
an article 6, 8, or 9 fund.  

Mandatory ESG regulation:  
a tail- and headwind

The implementation of the second phase of 
SFDR is likely to be complex for investors, in 
our view. From January 2023, funds sold in 
the EU will have to make disclosures regarding 
principle adverse impacts (PAI), and from 
June 2023, financial market participants must 
disclose PAI indicators at the entity level. The 
objective of the PAI regime is for financial 
market participants to take into account 
whether their investment decisions or products 
have adverse impacts on sustainability factors. 
 
We expect that financial market participants 
will need access to data and third-party 
providers in order to comply with the detailed 
PAI disclosure requirements. However, the 
data provided by ESG data and rating 
providers can come at a significant cost and 
may not be granular enough. We see a prime 
role for analysts to provide access to 
information in order to help investors 
implement and comply with the SFDR and 
alleviate some of the regulatory pressures. 

 ȷ Sector-related environmental regulation: 
In addition to the mandatory disclosure 
requirements, a growing range of, often 
sector-specific, regulation has been developed 
that typically focuses on forcing companies to 
invest in sustainable technologies and 
products in order to achieve a set of 
environmental targets. Examples here are 
emissions targets for the auto industry and 
plastic recycling targets. While they represent 
a financial burden for the companies that need 
to achieve these targets, this regulation 
provides a tailwind for investments in 
sustainable themes or products. There is a 
wide range of such target-related regulation 
but we highlight some in Figure 18. implement 
and comply with the SFDR and alleviate some 
of the regulatory pressures.

In the previous chapter, we outlined that 
demand for sustainable-related analysis was 
likely to increase due to the rising popularity of 
sustainable investing itself. As outlined in this 
chapter, the challenges that ESG or sustainable 
investors face provide yet more weight to our 
view around the growing need for sustainable 
analysis. In the following chapter, we outline a 
sustainable analysis framework that in our view 
addresses the needs that related investors are 
likely to have in the future.
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Figure 18: Example of sector-based regulatory targets that aid sustainable themes Figure 19: EU Sustainable Finance Framework 

Sector Targets Region

Aerospace & Defence  ȷ The EU ETS I will apply for intra-European flights (including the UK and Switzerland), while CORSIA will 
apply to EU operators for extra-European flights to and from third countries participating in CORSIA

 ȷ The ReFuelEU aviation regulation will oblige aircraft fuel suppliers at EU airports to gradually increase the 
share of sustainable fuels that they distribute (2% SAF in 2025, increasing to 6% in 2030, 32% by 2040 
and 63% by 2050)

 ȷ The European Parliament voted to reduce 50% of free allowances in 2024, and remaining 50% by 2025

EU

 ȷ Reduce aviation emissions by 20% by 2030 and proposed Sustainable Aviation Fuel tax credit US

Autos Proposed CO2 emission reductions for new cars and vans based on 2021 targets:
 ȷ Cars: limit of 95 g/km of CO2 (2021-2024), 15% emission reduction target from 2025 onwards and 

55% from 2030 onwards

 ȷ Vans: limit of 147 g/km of CO2 (2021-2024), 15% emission reduction target from 2025 onwards and 
50% from 2030 onwards

 ȷ ICE ban for cars and vans by 2035

 ȷ Separate EU ETS for road transport

EU

 ȷ 50% of passenger cars and light trucks sold in 2030 must be zero-emission vehicles, followed by a ban of 
ICE vehicles in 2035

US

Buildings  ȷ Separate EU ETS for buildings 

 ȷ Proposed benchmark of 49% use of renewable energy in buildings by 2030

 ȷ Increase the use of renewable energy in heating and cooling by 1.1% every year

 ȷ Raise the use of renewable energy in district heating and cooling by 2.1% every year

 ȷ Proposed plan for mandatory solar panels on all new commercial and public buildings from 2027, and new 
residential buildings from 2029

 ȷ Require Member states to renovate at least 3% of total floor area of all public buildings annually

EU

Consumer Staples and 
Beverages

 ȷ 65% target for recycling of packaging by 2025 and 70% by 2030, and a specific target for plastic 
packaging recycling of 50% by 2025 and of 55% by 2030

EU

Energy  ȷ At least 40% of all energy used to come from renewable sources by 2030

 ȷ Indicative target of a 1.1 percentage point annual increase in renewable energy use in industry

 ȷ 40GW of renewable hydrogen electrolysers by 3020

 ȷ 10 million of renewable hydrogen produced in the EU

 ȷ Double solar PV capacity by 2025 and install 600GW by 2030

EU

 ȷ Deliver 5 GW of hydrogen production capacity by 2030

 ȷ 40GW of offshore wind by 2030

 ȷ 24 GW of new nuclear capacity by 2050

UK

Retail and Luxury Goods  ȷ New design requirements for textiles to be introduced under the Ecodesign for Sustainable Products 
Regulation, which will set mandatory minimums for the inclusion of recycles textiles

 ȷ Clearer information on textiles and a Digital Product Passport based on mandatory information 
requirements on circularity and other environmental aspects

EU

Source: Company data, Credit Suisse

Sustainable Finance Disclosure Regulation 
(SFDR)

EU Taxonomy Regulation Corporate Sustainability Reporting Directive 
(CSRD) - previously the Non-Financial 
Reporting Directive (NFRD)

What is it? The SFDR lays down sustainability disclosure 
obligations for manufacturers of financial products 
and financial advisers toward end-investors. 

The EU Taxonomy is a classification 
system, establishing a list of 
environmentally sustainable 
economic activities.

It is not a mandatory list of activities 
to invest in. 

EU law requires certain large companies to 
disclose information on the way they operate and 
manage social and environmental challenges. 

The CSRD revises and strengthens rules 
introduced by the NFRD. Aims to ensure that 
companies report reliable and comparable 
sustainability information that investors and other 
stakeholders need. 

Scope It does so in relation to the integration of 
sustainability risks by financial market 
participants (i.e. asset managers, institutional 
investors, all entities offering financial products 
where they manage clients’ money) and financial 
advisers in all investment processes and for 
financial products that pursue the objective of 
sustainable investment.

Financial market participates, 
companies subject to the NFRD 
- and the additional companies 
brought under the scope of the 
proposed CSRD - , Member states 
and EU legislative measures.

NFRD: Large financial and non-financial 
public-interest companies with more than 500 
employees, including listed companies, banks 
and insurance companies. Around 10,000 
companies are in-scope. 

CSRD: The proposal for the CSRD extends the 
scope to all large companies and all companies 
listed on regulated markets except listed 
micro-enterprises. A large company has to meet 
at least two of the following criteria: (i) a balance 
sheet total of €20 mln; (ii) a net revenue of €40 
mln; and (iii) an average number of 250 
employees during the financial year. Nearly 
50,000 companies are in-scope.

EU Action 
Plan

Action 9 Action 1 Action 9

Disclosure 
requirements

The SFDR sets outs a number of disclosure 
requirements for financial market participants in 
general as well as additional disclosure 
requirements for financial market participants that 
fall under the scope of Article 8 and 9.

Article 9 (“dark green”): Financial products that 
have sustainable investment as their overarching 
objective.

Article 8 (“light green”): Financial products that 
promote environmental or social characteristics, but 
not as their overarching objectives.

Under Article 8 of the Taxonomy 
Regulation, Large financial and 
non-financial companies that 
currently fall under the scope of the 
NFRD will have to disclose to what 
extent the activities that they carry out 
meet the criteria set out in the EU 
Taxonomy. 

Financial market participants (such 
as asset managers) will have to 
disclose to what extent the activities 
that their financial products fund meet 
the EU Taxonomy criteria.

Delegated Acts defines criteria to help 
stakeholders determine what can be 
considered as Taxonomy - aligned for 
the purposes of these disclosures. 

NFRD: under the NFRD, large companies have 
to publish information related to environmental 
matters, social matters and treatment of 
employees, respect for human rights anti-
corruption and bribery, and diversity on company 
boards. 

CSRD: will introduce more detailed reporting 
requirements, and a requirement to report 
according to mandatory EU sustainability 
reporting standards. It also requires the audit 
(assurance) of reported information.

Timelines The SFRD was adopted by co-legislators in spring 
2019 and was published on 9 December 2019 in 
the Official Journal. 

The first phase of the SFDR has already applied 
since 10 March 2021 on a “Level 1” or high-level 
basis. The next phase will include the application of 
the detailed “Level 2” reporting metrics or RTS.

 ȷ 1 January 2022 – Application of Level-1 
Taxonomy-related product disclosures for the 
climate change objectives.

 ȷ 1 January 2023 – The SFDR level 2 regulations, 
including the RTS, will enter into application on 1 
January 2023, later than was originally planned. 
Due to the delay, financial market participants 
subject to the regulation are expected to publish 
a PAI statement by 30 June 2023 (for the 
reference year 2022).

 ȷ 1 January 2023 – Application of Level-1 
Taxonomy-related product disclosures for the 
water, circular economy, pollution and biodiversity 
objectives.

Taxonomy Regulation was published 
in the Official Journal of the European 
Union in June 2020.

The Climate Delegated Act applies 
from 1 January 2022 and the 
Complementary Climate Delegated 
act, covering gas and nuclear 
activities, will enter into force as of 
January 2023.  

Reporting covers each previous 
financial year, which means that the 
first report related to climate change 
mitigation and adaptation is due in 
the course of 2022 for the financial 
year 2021.

The NFRD has been in in place since 2018 and 
the CSRD proposal was adopted by the 
Commission on 21 April 2021. 

The Council and European Parliament reached a 
provisional political agreement on CSRD in June 
2022. The European Financial Reporting 
Advisory Group (EFRAG) will be responsible for 
establishing reporting standards and is currently 
in the process of a consultation process, which 
will close in August 2022. 
 
The rules will apply in three stages:

 ȷ January 2024 for companies already subject 
to the NFRD

 ȷ January 2025 for large companies that are not 
presently subject to the NFRD

 ȷ January 2026 for listed SMEs, small and 
non-complex credit institutions and captive 
insurance undertakings

Source: Credit Suisse, European Commission  
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In our engagement with investors we encounter 
a growing degree of concern around the issues 
outlined above. One of the results of this, in our 
view, is that a growing range of investors are 
trying to develop more sophisticated approaches 
to assessing the key ESG or sustainability-related 
issues that they need to focus on and their 
outlook. Furthermore, better or more relevant data 
is increasingly needed to assess how the outlook 
for these themes impacts exposed companies. In 
our view, three important developments emanate 
from this: 

 ȷ Operational risk is going spatial: Relying 
purely on a company’s disclosure of ESG 
impacts was only ever going to give a partial 
view of how well that issue is managed. At a 
high level, this still speaks to the resilience a 
business has in managing its risk exposures. 
Actual risk exposure, however, is much more 
complex and specific to the context of a 
business activity or asset and its location. 
Developments in satellite data and data 
science are enabling a much more granular 
view of the precise exposure to ESG risks 
through geospatial data-sources. There are 
early examples of this in specific themes – 
such as in water stress, weather extremes, 
biodiversity and deforestation – but we expect 
to see an increase in both the scope and 
depth of such solutions. In time, we expect 
such tools will be used by investors to apply 
more sophisticated probability modelling to the 
interaction between risk exposures and 
earnings outcomes and estimates.  

 ȷ Demand for analysis of Transition 
Thematics – how top-down trends impact 
the industry structure and the 
sustainability of earnings – is growing: 
Sustainability themes are now resulting in major 
shifts in fiscal priorities, regulatory policies, and 
consumer preferences.  

The need for more  
sophisticated ESG analysis

These trends are external to a company (or 
“top-down”) and affect business-decision-
making across a product’s whole value chain―
they speak to the exposure of a business to 
sustainability-related disruption. These are 
fundamental to the future shape of industry 
structure and the competitive landscape within 
sectors. Translating how macro-thematic 
sustainability trends impact companies’ 
earnings will increasingly dominate the 
landscape of sustainable and ESG analysis in 
our view. 

 ȷ There will be growth in data solutions that 
accurately estimate the net impact of 
products and their alignment with 
sustainability objectives: Impact investment 
will further diverge from the traditional moniker 
of ESG investing, and see growing demand for 
data solutions that determine the full lifecycle 
impact of products and services. There will be 
increasing divergence from an analytical 
framework perspective between the Scope 1 
and 2 of ESG, in a broad sense, and the impact 
of Scope 3. This is already extending to the 
concept of ‘avoided emissions’, or Scope 4, so 
as to understand the emissions reductions that 
happen outside of a product’s lifecycle or value 
chain but that are enabled by or result from the 
use of the product. 

This type of analysis or data provides a much 
more granular and perhaps better assessment of 
ESG materiality risk than the data that is provided 
by the more ‘traditional’ ESG data companies. We 
expect that sustainable investors will increasingly 
adopt this type of analysis. This should provide 
them with a more accurate overview of the 
likely impact of a particular theme on exposed 
companies, which in turn should also help drive 
their relative investment performance, in our view. 
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A sustainable  
analytical  
framework

As outlined before, we believe that investor 
demand for sophisticated, sustainability-related, 
analysis will grow rapidly. Our engagement with a 
wide range of investors, both across Europe and 
elsewhere, increasingly suggests that investors 
are looking for equity analysis that includes an 
assessment of how sustainability is influencing a 
company’s prospects.  

When thinking about how such a sustainable 
analysis approach should be structured, we think it 
is important to incorporate the demands from our 
clients. We believe that any sustainable analytical 
framework needs to address the following four 
key challenges:

 ȷ Identifying ESG materiality: Understanding 
which of the wide range of ‘E’, ‘S’ and ‘G’ 
related factors that exist are material or 
relevant for a given company is of utmost 
importance to investors. Every company is 
different and therefore a ‘one size fits all’ 
approach does not exist or work. ESG 
materiality analysis speaks to the resilience of 
a company’s operations (e.g., assessing the 
environmental efficiency of its production 
processes or diversity of its workforce) and the 
quality or structure of its leadership.

 ȷ Understanding thematic exposure: In 
recent years, ESG analysis has broadened 
beyond bottom-up ESG materiality 
assessment to include analysis of how a 
company is exposed to themes that are driven 
by regulation or changing priorities across the 
value chain. The reasoning for this is simple. A 
company may have strong business practices 
and manage its material ESG issues well; 
however, it can still face material earnings risk 
if its products are negatively exposed to 
structural sustainability-related changes (e.g., 
a well-managed coal company is likely to face 
declining demand for coal). 

 ȷ Understanding change is key: Knowing 
whether a company currently manages its ESG 
factors well or is positively exposed to 
sustainability-related themes is interesting, 
however, this is only sub-optimal. Investors 
need to understand how a company’s 
performance on materiality and thematic 
exposure is likely to change in the future and 
how this compares to its peers. Having 
frequent access to senior management teams 
across the value chain and sector is needed in 
order to ask the right questions and provide 
answers to these first three points.

 ȷ Is it priced in? Finally, we believe that any 
integrated ESG or sustainable analysis needs to 
include an assessment of how ESG materiality 
and thematic exposure impacts a company’s 
financials and fair value. An ESG-adjusted 
valuation for a company allows investors to 
assess the degree to which ESG issues have 
been priced in for a company and how this 
compares to its peers. This could either be 
done in a base-case valuation approach or via 
scenario analysis.

We believe that these four areas of sustainable 
analysis have distinct drivers and therefore require 
different analytical approaches.  

For example, performing ESG materiality analysis 
requires detailed understanding of a company’s 
business operations and its ability and willingness 
to identify and address material ESG factors.  

On the other hand, understanding the longer-term 
drivers of broader sustainable themes requires a 
more ‘top-down’ focus or ability given that these 
topics typically span multiple sectors. 

We believe that for ESG or sustainability analysis 
to have maximum impact an approach is needed 
that combines single stock expertise with 
understanding of broader macro or strategy trends.
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Figure 20: A model for integrated sustainability analysis
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In our view, an assessment of what is financially 
material from an ESG perspective is a function 
of both: 

 ȷ Business resilience to material ESG 
factors: The bottom-up operational ESG 
factors that determine a company’s material 
impacts by way of emissions, resource use 
and pollutants and the quality of the 
management of such material factors by way 
of business systems and practices. 
Assessment of resilience seeks to understand 
overall business preparedness by way of its 
systems, targets and practices relative to 
thematic exposure and sector materiality; and

 ȷ Thematic exposure: A review of thematic 
exposure seeks to determine how positively or 
negatively exposed a company is to 
sustainability trends. Sustainability themes are 
now resulting in major shifts in fiscal priorities, 
regulatory policies and consumer preferences. 
These trends are external to a company (or 
“top-down”) and affect business-decision-
making across a product’s whole value chain 
– they speak to the exposure of a business to 
sustainability-related disruption. These are 
fundamental to the future shape of an 
industry’s structure and the competitive 
landscape within sectors.

With a growing focus on environmentalism, 
new ESG fund strategies emerged to test the 
prevailing alpha theory at the time, which was 
that ESG analysis could also be a window into 
best-in-class businesses and management 
teams. This gave rise to a second wave of 
ESG investment strategies generally referred 
to as positive screening and, in turn, new 
modes of analysis. These analytical frameworks 
started with a focus on measuring the impact 
of a company’s activities (e.g. emissions and 
energy intensity) on different stakeholders 
versus its peers to determine which company 
was best-in-class. The most widely known 
reporting framework associated with this mode 
of analysis was the UN Global Compact’s 
Global Reporting Initiative. Metrics associated 
with positive screening remain focused on 
understanding the impact of businesses 
on stakeholders, rather than the impact of 
changing stakeholder expectations on a 
company’s financial performance.  

With growing evidence of the potential for ESG-
integrated analysis to contribute to corporate 
outperformance and investment alpha, analytical 
frameworks were developed to explore the financial 
materiality of ESG in a manner that was agnostic 
to the specific investment strategy deployed. This 
is now commonly referred to as ESG integration 
― i.e., incorporation of financially material ESG 
factors into the fundamental view on a stock. These 
frameworks are associated with identifying and 
understanding the critical stakeholders that sustain 
a company’s performance and contribute to long-
term value creation.  

This was associated with the conceptual 
development of the Integrated Reporting Initiative’s 
Six Intangible Capitals to understand both a 
company’s impact or reliance on the different 
forms of capital and how those interactions 
contributed to sustainable value creation―i.e., 
whether those interactions with the different 
capitals were sustainable. This was generally 
limited to the interaction of the stakeholder 
in sustaining a company’s business model 
and performance, but is associated with the 
beginnings of stakeholder capitalism. 

Assessing business  
resilience is rooted in  
bottom-up approaches  
to ESG but is constantly 
evolving  

The traditional bottom-up assessment of 
ESG factors is rooted in the earlier stages of 
development in ESG fund strategies, historically 
associated with Ethical or Socially Responsible 
Investing. These fund strategies had exclusionary 
policies relating to business activities and 
negative impacts. Therefore, the principal focus 
of earlier analytical frameworks was to determine 
the business activities of companies at varying 
thresholds with respect to pre-defined values that 
aligned with the investing institution. In this sense, 
the earliest iterations of ESG were focused on 
assessing factors internal to a business.  

An integrated approach to 
sustainability research
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Figure 22: SASB Infographic  
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While the Integrated Reporting Initiative 
provided the conceptual underpinning to 
contemporary methods of ESG integration, 
it lacked guidance on how to assess both: 
a) materiality specific to a sector or business 
activity, and b) the specific context of a 
business in its changing operating environment.  

On the former, the Sustainable Accounting 
Standards Board began to gain support from 
the largest financial institutions looking to foster 
a reporting and disclosure regime specifically 
designed to augment assessment of ESG factors 
financially material at the sector level. 

The promulgation of sector-specific metrics 
enabled a more sophisticated understanding of 
the interaction between a company’s business 
model and activities and those financially material 
ESG factors, or “Six Capitals”. The SASB and 
IR Initiative subsequently merged to create the 
Value Reporting Foundation, which is working 
jointly with the IASB on the formation of the 
International Sustainability Standards Board 
(ISSB) to further mainstream sustainability 
considerations into financial standards.

Figure 21: Integrated Reporting Initiative’s Six Capitals
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When trying to capture ESG risks or 
opportunities that could influence the financial 
success of a company we believe that the factors 
worth considering can be categorized using the 
SASB framework into eight groups: 

 ȷ Climate change: This takes into consideration 
GHG emissions across the value chain. It also 
includes the degree of vulnerability that a 
company has from physical impacts due to 
global warming and its ability to adapt, mitigate 
or contribute to solutions.

 ȷ Resources, Pollution and Waste: This pillar 
covers a company’s negative externalities and 
their impact on human health, ecosystems and 
biodiversity. It also includes the intensity of the 
use of natural resources including water, forests 
or land and oceans.

 ȷ Product Stewardship: This area includes a 
company’s approach (accountability and 
governance) to the quality, safety or security 
risks related to its products or services.

 ȷ Human Capital: This includes a company’s 
human resources performance. Retention, 
hiring, diversity, health and safety of its staff are 
issues included here.

 ȷ Community Development: This pillar focuses 
on a company’s relationship or reliance on local 
communities and indigenous people and 
policies and procedures around human rights.

Traditional ESG analysis has hitherto mainly 
consisted of a materiality, or bottom-up, 
assessment of how sustainable a company is 
from both an operational and managerial 
perspective. On the previous pages, we outlined 
how such an analysis can be conducted. 

In contrast to such a bottom-up materiality 
analysis, we note that the work produced by the 
Credit Suisse ESG research team has to date 
focused more on top-down analysis of 
sustainability themes and topics that cut across 
sectors. More recently, we launched our Treeprint 
brand, which aims to present our most impactful 
and differentiated sustainability analysis. In Figure 
24 we highlight a few examples of reports 
published under the Treeprint brand. 
As noted before, we believe that the nature of 

Mapping ESG materiality 

Treeprint: Our brand for  
sustainable analysis and 
themes

 ȷ Supply chain: This is relevant for companies 
that are exposed to environmental or social 
issues that occur in their supply chains rather 
than their own operations.

 ȷ Business ethics: This covers risks associated 
with unethical conduct including but not limited 
to bribery, corruption, money laundering or 
behavior that prevents competition.

 ȷ Corporate governance: This focuses on the 
structure of a company. For example, board 
structure and quality, remuneration practices, 
ownership and shareholder rights.

When performing an ESG materiality assessment, 
analysts should focus on three tasks. 

 ȷ First, highlight which of these eight pillars are 
material for the financial outlook of a stock 
universe. In Figure 23 we show an example 
for the Materials industry.

 ȷ Second, outline how these companies perform 
on the ESG factors that make up the highly 
material pillars by using key performance 
indicators for each of them.

 ȷ Finally, provide a view on how companies’ 
performance on the KPIs of the relevant ESG 
factors is likely to change.

sustainable analysis is changing. Understanding 
how demand for a company’s products and 
services is impacted because of its exposure 
(positive or negative) to broader sustainable 
themes is becoming increasingly relevant and 
needs to be integrated into any sustainable 
analysis framework, in our view. 

To aid investors in this process, we have 
identified a range of themes that we believe 
sustainable investors need to focus on. Our 
analysis of these themes will be published using 
our Treeprint brand in order to maximize impact.

Figure 23: Example of materiality assessment for the Materials sector

Materials

ESG Pillar Metals & Mining Steel Containers & 
Packaging

Construction 
Materials

Chemicals Paper & Forest 
Products

Climate Change ȷ  High ȷ  Very High ȷ  High ȷ  Very High ȷ  High ȷ  High

Resources, Pollution 
and Waste

ȷ  Very High ȷ  High ȷ  Very High ȷ  High ȷ  Very High ȷ  High

Product  
stewardship

ȷ  Not Material ȷ  Not Material ȷ  Low ȷ  Not Material ȷ  Medium ȷ  Not Material

Human Capital ȷ  Medium ȷ  Low ȷ  Not Material ȷ  Low ȷ  Low ȷ  Not Material

Community 
Development

ȷ  Very High ȷ  Not Material ȷ  Not Material ȷ  Not Material ȷ  Medium ȷ  Medium

Supply Chain ȷ  Not Material ȷ  Low ȷ  Medium ȷ  Not Material ȷ  Not Material ȷ  Medium

Business Ethics ȷ  High ȷ  Low ȷ  Low ȷ  Medium ȷ  Medium ȷ  Low

Corporate 
Governance

ȷ  High ȷ  High ȷ  High ȷ  High ȷ  High ȷ  High

ȷ  Very high The ESG topic is critical for the financial performance of a typical company in the industry.

ȷ  High The ESG topic is most likely affecting the financial performance of a typical company in the industry.

ȷ  Medium The ESG topic could affect the financial performance of a typical company in the industry in some occasions.

ȷ  Low The ESG topic is less likely to affect the financial performance of a typical company in the industry.

ȷ  Not material The ESG topic is not relevant for a typical company in the industry from an investment perspective.

Source: Credit Suisse research  
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Figure 24: Selected ESG work published using the Treeprint brand

Determining which themes matter as part of a 
sustainable analysis framework is not a trivial 
issue given the wide range that exist. For themes 
to be relevant to investors with a sustainable 
focus, we believe that the following requirements 
need to be met: 

 ȷ First, we believe that themes can only be 
considered if they contribute significantly to 
environmental- or social-related targets. For 
example, environmental targets can include 
those focused on emissions, deforestation or 
biodiversity. Social targets can include those 
related to education, diversity or human rights 
more broadly.

 ȷ Second, given that the UN Sustainable 
Development Goals are increasingly used as 
benchmarking tools for thematic investing, we 
believe that a sustainable analysis framework 
should focus on themes that can be linked to 
one or more of the SDGs.  

We have identified c20 major themes that in our 
view meet the two criteria as outlined above and 
that are either already dominating sustainable 
investors’ agendas or are likely to do so in the 
future. We note that these themes are not the 
only ones that are relevant for investors; however, 
they are the ones we focus on as part of our 
sustainable Treeprint research offering.  

Figure 25 provides the current list of our high-level 
themes. A review of these themes suggests that 
they can be grouped into five independent 
overarching sustainability categories. These 
represent the key components or stakeholders in 
the topic of sustainability, in our view.  

Together these categories form our  
‘Treeprint of Sustainability’.

Developing a Treeprint of  
Sustainable Themes 

 ȷ Natural capital: Preserving our natural or 
environmental assets is ultimately the prime and 
first objective. Natural capital relates to 
themes that influence our natural assets.

 ȷ Sustainability and the consumer: Every 
facet of environmental and social sustainability 
is ultimately determined by whether a consumer 
adopts a sustainable lifestyle. Sustainability 
and the consumer relates to themes that 
assess whether consumers live sustainably.

 ȷ Energy transition solutions: A sustainable 
future requires corporate R&D into the 
development of more energy-efficient supply 
and demand models. Energy transition 
solutions includes themes that assess whether 
these products are being developed and 
adopted and whether companies have 
adequate transition plans.

 ȷ Sustainable policies and markets: Stricter 
regulation and greater investor engagement are 
needed in order to enforce more sustainable 
behavior from corporates and consumers. 
Sustainable policies and markets tracks 
regulatory developments and sustainable 
investment success in order to judge whether 
politicians and investors are playing their part.

 ȷ Circular Economy: The traditional models of 
consumption and production are linear in that 
raw materials get transformed into products 
which are disposed of after use. This creates 
unnecessary strains on resources and waste. 
Adopting a circular economy, or re-use, 
model that cuts across consumption and 
production addresses these issues.

In Figure 25 we provide a brief description of our 
Treeprint of Sustainable Themes.

Treeprint publication Short Description

ESG Report

Treeprint
When emissions turn personal

The ‘When emissions turn personal’ publication provides a deep dive into the emissions 
profile associated with consumer behavior. The report argues that long-term net zero 
emission targets can more easily be achieved if consumers change their consumption 
profiles. Furthermore, the report outline what such a sustainable consumption profile 
looks like.

This report ties in with The young consumer and a path to sustainability, which provides 
the conclusions of a survey of young consumers that assessed their intention to lead a 
more sustainable lifestyle.

ESG Report

Treeprint
The ROE of a Tree

In ‘The ROE of a Tree’ we analyze the potential impact that reforestation can have in 
terms of carbon storage and the extent to which it makes long-term climate targets 
achievable. The report also estimates the profitability of planting trees assuming the 
existence of a well-organized carbon credit system. This report concludes that farmers 
should engage with planting trees, especially if consumer behavior towards food 
consumption changes. The latter is also outlined in Credit Suisse Research Institute: The 
global food system - Identifying sustainable solutions

ESG Report

Treeprint
Carbon Markets 
The Beginning of the Big Carbon Age

‘Deforestation: outlook, solutions and the corporate response’ provides a detailed 
analysis of how deforestation rates are changing, what the key drivers are and how 
these could change. In addition, the report provides an overview of how corporates are 
engaging with the topic, including what a ‘best practice’ approach for deforestation looks 
like in our view.

ESG Report

Treeprint
Deforestation: outlook, solutions 
and the corporate response

A wide range of carbon pricing and carbon market approaches are being developed 
around the world. In ‘Carbon Markets: The Beginning of the Big Carbon Age’, we outline 
the relevance that carbon markets play in creating a more sustainable world and provide 
our assessment of the differences between the various markets that currently exist.

Source: Company data, Credit Suisse
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Figure 25: Overview of our ‘Treeprint of Sustainability’ 

Key Treeprint Categories What is the category about? High level themes What is the theme about?

Sustainable policies and markets Policies and procedures aimed at improving and measuring sustainable performance in order to ensure that  
agreed sustainable targets are achieved

ESG regulation 
Climate assessments 
Carbon markets 
Sustainable finance

Assessing impact of ESG regulation on stocks and sectors
Monitoring of corporate climate change performance
Impact of carbon markets and pricing on sectors
Approach and performance of sustainable market participants

Energy Transition Solutions Ensuring that long term climate change targets are met requires solutions that enable the reduction of  
emissions associated with energy supply and improve the energy efficiency of the demand cycle.

Fuel switching
Carbon capture
Energy efficiency
Energy storage
Energy systems integration
Sustainable supply chain

Covers areas of fossil-fuel based energy supply alternatives
Carbon capture and storage solutions (ex nature based)
Solutions to improve energy efficiency of key consumption drivers
Solutions that address renewable energy supply variability
Electrification of energy supply requires grid investments
More new sustainable materials needed in an electric world

Sustainability and the consumer Consumer engagement is required if a more socially and environmentally sustainable world is to be achieved. The Ageing consumer 
The Sustainable consumer 
The Empowered consumer

Ageing impacts social issues: healthcare, pensions, insurance
Will consumers adopt a sustainable lifestyle?
Is the world becoming more inclusive?

Circular economy Reusing goods and services reduces the need for new products. It addresses environmental challenges  
including climate change and biodiversity

Waste management
Commodity re-use
Plastic

Reducing waste reduces associated emissions and biodiversity challenges
Lower demand for new commodities reduces environmental and social challenges
Plastic is energy intense, it pollutes land and water and is linked to health issues

Natural capital The world’s natural environment plays a critical role in enabling a wide range of targets associated with  
environmental and social areas. The challenges and opportunities relate to Agricultural, Forestry and Land-use 

Forestry & Land use
Sustainable Food
Climate risks
Biodiversity
Water
Biohazards

Sustainable land use benefits natural carbon sequestration and biodiversity
Sustainability of current and future food production and consumption
Assesses disaster risks from climate change to natural systems
Degradation of animal and plant life impacts environmental and food sustainability
Growing water stress has range of social and environmental implications
Impact of chemical use on the environment and general health

Source: Credit Suisse

As mentioned before, we believe that in order for 
themes to be acceptable to sustainable investors 
they need to have a link to one or more of the 
United Nations Sustainable Development Goals. 

We have reviewed our high-level themes in order 
to judge whether these can be connected to the 
SDGs. Figure 26 shows the outcome of this 
assessment. 

Our analysis suggests that each of our key 
themes is indeed suitable for those investors that 
have an SDG-based investment approach.

The lifecycle of a theme
When analyzing themes it is important in our view 
to recognize that themes tend to go through a 
number of different development phases, each 
with different implications. We see four stages.

 ȷ Development phase: This phase is mostly 
associated with high levels of R&D spending 
and a pre-commercial stage of technologies. 
The products or services associated with a 
theme in this phase tend to be loss-making 
with a higher degree of risk. The direct impact 
of the theme on sectors or companies more 
broadly is minimal at this stage. Important to 
note here is that while the direct impact for 
some themes may be limited at this stage, 
indirect or secondary order impacts may still 
start to emerge. This in our view is especially 
true for some of the regulation or policy 
themes where companies are already 
responding even though the policy has yet to 
go live (e.g., CBAM).
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Figure 26: High level themes and the UN Sustainable Development Goals 

Tree print category High level themes ESG 
relevance

No poverty Zero Hunger Good Health 
& Well-Being

Quality 
Education

Gender 
Equality

Clean water 
& sanitation

Affordable & 
Clean Energy

Decent work 
& economic 
growth

Industry, 
innovation 
and 
infrastructure

Reduced 
inequalities

Sustainable 
cities and 
communities

Responsible 
consumption 
and 
production

Climate 
action 
consumption 
and 
production

Life Below 
Water

Life on Land Peace, 
Justice and 
strong 
institutions

Sustainable policies and 
markets

ESG regulation
Climate assessments
Carbon markets
Sustainable Finance

E,S,G
E
E

E,S,G √ √ √ √ √ √

√
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√ √

√

√

√
√
√

√
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√
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√

√

√

√
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√

√
√
√
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Energy Transition Solutions Fuel switching
Carbon capture
Energy efficiency
Energy storage
Energy system integration
Sustainable supply chain

E
E
E
E
E
E

√

√
√
√

√

√
√
√

√
√
√

√
√

√
√
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√
√
√
√
√
√

√
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√
√
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√
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√
√
√
√
√
√

√
√
√
√
√
√

√
√
√
√
√
√

√ √
√
√
√
√
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Sustainability and the 
consumer

The Ageing consumer
The Sustainable consumer
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S
E,S,G

S √

 
 
√

 
√

 
 
√

 
 
√

  
√

 
√ 
√

 
 

 
 
√

 
√

 
√

 
√

 
√

 
√
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E
E
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Natural capital Forestry & Land use
The food system
Climate risks
Biodiversity
Water
Biohazards

E
E,S
E,S
E

E,S
E,S

√
√

√
√
√
√

√
√
√
√
√
√

√
√
√
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√
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√
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√

√

√
√
√
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√
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√
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√
√
√
√
√
√

 
Source: Credit Suisse

 ȷ Acceleration phase: During the acceleration 
period, technologies and products have been 
launched and are experiencing growing level 
of demand from end consumers or 
corporates. The impact of a theme or topic on 
companies and investments is becoming more 
meaningful but it has yet to reach its peak.

 ȷ Maturity: This is the phase when technologies 
and products have been fully developed and 
adopted. Themes and topics have maximum 
impact on companies and investments.

 ȷ Decline: During this phase, demand for 
products and technologies associated with a 
theme is likely to reduce either because 
alternatives become available or because the 
theme becomes less relevant owing to other 
factors including regulatory or legal 
developments. 

Naturally (investor) excitement over the 
prospect of a theme changes depending on 
the state or phase that a theme is in. 

Excitement typically increases rapidly during 
the development phase. However, 
engagement with a theme then tends to drop 
off sharply as expectations often rise too 
quickly relative to the speed of development 
of the underlying technology or service. As a 
product enters its acceleration phase and the 
predictability of its impact improves, investors 
often reengage with the theme. In Figure 27 
we show where in our view our themes 
currently sit in terms of development and 
consensus or investor interest. 

Broadly speaking we believe that the Natural 
capital related topics are at an earlier stage of 
development. A number of the energy 
transition solutions on the other hand appear 
more advanced in terms of the underlying 
technologies in our view. Carbon related 
policies and markets are at an early stage of 
development whereas regulation, reporting 
standards and the state of sustainable finance 
(e.g. investing and lending) is more advanced 
in our view.

Figure 27: Our view on the development phase of a theme and investor engagement
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From theme to stock analysis
Ultimately any approach to sustainable thematic 
analysis needs to start with a focus on the 
following three areas, in our view:  

 ȷ First, analysis needs to focus on forming a view 
on the drivers for a particular theme and how 
these are likely to change over time. This allows 
one to assess where in the lifecycle a theme is 
and importantly how momentum for this theme 
is likely to change. Figure 28 shows that our 
high-level themes are made up of a wide range 
of sub-themes. This suggests that investors 
trying to understand the outlook for the 
high-level themes need to realize that this 
outlook is determined by a wide variety of 
drivers and supply chains covering multiple 
sectors and geographical regions. On page 44 
we outline what a high-level assessment of the 
theme of Sustainable Food might look like, in 
our view.

 ȷ Second, investors need to understand which 
companies or sectors have direct exposure to a 
particular theme today and how exposure levels 
are likely to change over time.  
Exposure levels should ideally be judged on a 
cash flow basis, but in practice this is likely to 
be driven most by a revenue assessment. We 
note that an assessment of capital investment 
considerations by companies is relevant here as 
it helps to identify how exposure levels to 
particular themes might change over time.

 ȷ Third, investors need to identify which sectors 
or companies might have second-order 
exposure to a theme. For example, a 
successful rollout of renewable energy capacity 
has a positive impact on the supply chain of 
companies exposed to areas such as solar and 
wind. However, a successful renewable story 
automatically means that fossil fuel-based 
energy sources such as coal and oil & gas may 
see a deterioration in their prospects, which in 
turn has a negative impact on the entire supply 
chain related to those sectors. 

A sector analyst understands the first order impact 
of a theme on his or her companies well but may 
underappreciate the indirect or second order 
impact of different but related broader themes. 
ESG analysts should be helpful here given that 
they tend to focus more on understanding the 
non-sector related factors that drive the overall 
outlook for broader themes. 

Identifying companies that are meaningfully 
exposed to individual themes is not a 
straightforward exercise given that this data is 
not typically reported. As a starting point, one 
could first identify single-sector exposure.  

In conclusion, we believe that an analytical 
approach to sustainable thematic investing that 
incorporates the challenges outlined above 
consists of the following elements:

 ȷ The first step has to focus on i) identifying the 
key factors that determine the outlook for a 
particular major theme, and ii) forming a view 
on how these factors will change.

 ȷ The next step is to determine how the related 
sub-themes are likely to be impacted from 
the established outlook for the overall theme. 
Importantly, this step aims to identify which 
themes are positively and which are 
negatively impacted. 

 ȷ Having identified whether the impact of a 
theme is positive or negative, the final question 
step is to assess how the companies with 
meaningful exposure to an impacted theme are 
positioned. This step not only aims to assess 
direct revenue, earnings or cash flow risk or 
potential, but importantly also how this 
compares to a company’s peers. 

Figure 28: Our high-level themes are made up of a range of sub-themes

Treeprint category High level 
theme

Sub-theme

 
Sustainable Policies
and Markets

Regulation
Assessment
Carbon markets
Sustainable Finance and Investing

Standards, Data providers, Regulation (environmental & social)
External Climate and Social reporting bodies
Cap & Trade, CBAM, Voluntary Carbon Markets
ESG Investing analysis, Sustainable lending, Engagement

 
Energy Transition
Solutions

Fuel Switching
Carbon Capture and Storage
Energy Efficiency
Energy Storage
Energy Systems
Sustainable Energy Supply Chain

Wind, Solar, Hydrogen, Nuclear, Biofuel, Biomass
CCS, Carbon Removal Solutions
Buildings, Transport, Industry, Digitisation
Batteries, Long Duration Energy Storage
Grid Transmission, Interconnectivity
Sustainable Materials, Rare Earth Minerals

 
Sustainability and
the consumer

The Sustainable Consumer
The Ageing Consumer
The Empowered Consumer

Healthy Living, Sharing Economy, Young Consumer Behaviour
Medical Services, Financial Security
Diversity & Inclusion, Education

 
Circular Economy

Waste Management
Commodity re-use
Plastic

Industrial waste, Landfill-related waste, Food-waste
Battery recycling, Scrap metal re-use
Plastic Alternatives

 
Natural
Capital

Forestry & Land Use
Sustainable Food
Biodiversity
Water
Climate Risks
Biohazards

Deforestation, Reforestation, Forest Management, Paper & timber
Agri/Aquaculture, Smart Agriculture, Vertical Farming, Alternative protein, Food loss
Biodiversity and agri-chemicals, Sector impact on biodiversity, Plastic and biodiversity
Infrastructure, Freshwater technologies, Water Management 
Drought, Floods, Food Security
Pollution, Remediation, Chemicals

Source: Company data, Credit Suisse
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 ȷ Sector and stock expertise is applied to 
understand which companies are exposed to 
an industry and sub-theme, form a view on the 
business resilience of these companies and 
assess the outlook for the relevant industry 
themes. Stock analysis here also includes the 
ESG materiality assessment as described on  
page 34.

 ȷ Combining ESG and sector insights 
provides the outlook for the various sub-
themes and helps to identify the potential 
winners and losers in terms of revenue, 
margins and earnings risk from these themes.

Case study:  
Sustainable Food

In Figure 29 we provide a summary of the key 
questions that will help us in determining the 
degree to which a theme is relevant from a 
sustainable angle. In addition, we assess the end 
markets that are impacted by the theme. In the 
case of sustainable food, a wide variety of markets 

and sectors will see demand for their products and 
services change if the food system does become 
more sustainable. These sectors include industrials, 
chemicals, food producers, retailers, packaging 
firms and technology companies.

Figure 29: Theme summary

Theme Sustainable Food

Short Summary The sustainable food theme covers the entire food supply chain: from farm to fork. It deals with the simultaneous need to increase 
food production, reduce the environmental impact of food production and enable a shift towards more healthy food consumption.

What are the 
key drivers

1) Population growth: expected to increase to 10bn by 2050
2) Expansion of the emerging middle class
3) Environmental footprint of different food items
4) Impact of growing consumption of unhealthy food

What’s the blue 
sky?

The adoption of a, predominantly, plant-based diet coupled with large scale usage of smart agricultural farming solutions has the 
potential to substantially lower GHG emissions from food production while also help addressing the cUS$13.6trn cost to the global 
economy from malnutrition and overweight and obesity. Furthermore addressing food loss and waste would reduce GHG emissions 
further given that it comprises c1/3rd of all food produced.

What’s the grey 
sky?

A combination of population growth and rising income levels across developing countries could lead to a c50% increase in demand 
for agricultural land and food production related GHG emissions. Total water demand would rise by well over 40% in that scenario 
too. These growth rates could be even higher if everyone globally were to adopt dietary habits currently seen across Europe and the 
US. Healthcare expenditure would also rise substantially as obesity levels would increase across all countries.

To which of the 
SDGs is the 
theme exposed 
and why

We believe thart improving the sustainability of the world’s food system aids aids most of the SDGs. This makes the theme one of the 
most important topics for sustainability-focused investors in our view.
SDG1: enhancing agricultural conditions across EM improves farmer conditions and food supply which in turn helps productivity
SDG2: Increasing (healthy) food productions helps to reduce hunger, especially across EM
SDG3: Enabling a switch towards healthier food consumption enhances good health and well-being
SDG4: Having access to sufficient and healthy food improves learning capabilities
SDG6: Sustainable agriculture and a switch towards plant-based reduces water demand. Smart agri might help reduce water 
contamination
SDG8: Agricultural growth across EM will improve work and economic prospects locally
SDG10: Enhancing agricultural policies across EM can improve fairer access to land and reduce inequalities
SDG11: Reducing environmental intensity of the food system improves the sustainability of communities and cities
SDG12: Food loss and waste accounts for c1/3rd of food production. Responsible consumption would help address this.
SDG13: The food system accounts for c1/3rd of emissions. A more sustainable system would reduce this.
SDG14: Fish consumption is an important protein provider but damages fish levels and sea quality. 
SDG15: Food and soft commodity production is linked with deforestation. These pressures reduce through a sustainable food system.
SDG16: Improving access to affordable healthy food can help reduce social tensions and aid peace and stability

Which end 
market are 
positively 
impacted by  
the theme?

Soft commodities: increase in demand for plant-based products supports higher production
Ingredients & flavouring companies: needed given taste and texture challenges meat alternatives
Fertilisers & crop science: need for improved production yields as food demand grows
Agricultural machinery: need to increase agricultural production globally will lift demand for, fuel efficient, machinery 
Cooling technologies: food loss can be reduced through better cooling technologies and solutions
Paper packaging: food waste can reduced through smarter packaging with lower environmental footprint
Alternative protein markets: plant and cellular based companies (most private) 
Data-driven technology solutions: automation/robotics, smart data, gene technology, sensor solutions
Vertical farming: Inhouse farming solutions. demand for lighting and heating technologies
Retail food waste reducers: Companies include pre-prepared meal delivery services
Fish exposed companies: a shift from meat to fish consumption is likely.

Which end 
market are 
negatively 
impacted by  
the theme?

Meat producers: Reduction of meat consumption
Wheat and soy production: as 50% and 80% of these are used for animal feed respectively
Dairy producers: Shift to dairy alternatives likely to impact dairy industry
Processed, fast food manufacturers: Consumption may decline over health concerns
Plastic packaging producers: Plastic accounts for 20% of total waste packaging.

Source: Company data, Credit Suisse

Integrating business  
resilience with thematic 
exposure
Finally, the key objective is to understand the in-
terface between company resilience and themat-
ic exposure. This in our view can be achieved by 
combining sector- and stock-based insights with 
ESG-driven analysis on Business Resilience and 
Sustainability Themes. In Figure 30 we graphi-
cally show how this could work for the theme of 
Sustainable Food.

 ȷ ESG insights would focus primarily on 
understanding the drivers of the higher level 
and sub-themes and developing the outlook 
for the theme.

Figure 30: Collaborative structure of ESG Thematic Research
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