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In this Brief, we summarize:

e what sustainable investing is in a nutshell
o what motivations you may have to implement sustainable investing approaches
e some types of sustainability issues you may want to consider

Sustainable investing is on the rise. Globally, sustainable investing assets reached $30.7 trillion at the
beginning of 2018, up from $22.9 trillion in 2016. But what is sustainable Investing exactly? Many terms
are used for describing sustainable investments depending on factors like the investing approach used
and the type of investor, such as: values-based investing, socially responsible investing, Environment,
Social and Governance (ESG) investing or impact investing.

Despite the nuances that exist between these terms, they all describe investment approaches that
pursue two things:

1. Financial sustainability
2. Environmental and social sustainability

As a Family Office Wealth Manager or as an Asset Manager you may be most interested in preserving
assets and enhancing the performance of returns. Integrating ESG issues to your investment process will
benefit your financial sustainability, as sustainable companies can be better at managing risk and have
less systemic volatility than their conventional peers, making them better overall investments.? Your
clients may also be interested in taking into account environmental and social sustainability issues
through their investments to align them more with their values.

Whatever the priority is, these motivations can lead to three types of sustainable investing approaches:

1. Avoiding investments that cause harm
2. Focusing on investments that perform better on ESG issues
3. Engaging with funds or companies on sustainability issues

The question is then what ESG issues matter more to you. If you are primarily concerned with enhancing
the financial sustainability of your investments, you will want to focus on the most material ESG issues
that impact the economic sectors included in your portfolio. The Sustainability Accounting Standards
Board (SASB) has identified 26 ESG issues across key industry sectors that are likely to affect the financial
condition or operating performance of companies. They are displayed in the Materiality Map® and are
shown in Figure 1, grouped under five sustainability dimensions.
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If you are motivated to do good with your investments, you may want to focus on ESG issues you already
care about such as climate change or gender equality, or on those that contribute to certain Sustainable
Development Goals (SDGs). As there are 17 SDGs, it is easier to get familiar with them using the

following thematic groupings>:
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People: ending poverty and hunger and promoting health, equality, and education;
Planet: protecting the earth from degradation;
Prosperity: ensuring that all lives are fulfilling and prosperous;

Peace: promoting peaceful, just and inclusive societies; and

Partnership: participation of all countries, stakeholders and people in achieving the goals.

Each of these thematic groups covers activities that are in some way related to capital markets. So
whatever sustainability issues concern you the most, there is a way to integrate them to your investment
process and help you have a positive impact on the world.
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