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Overall, global institutional investors are at the first level of ESG adoption – they still fall 
within the classification of ESG adopters, rather than ESG incorporators. This is shown 
by our research findings and also the flow of money into ESG strategies. 

European investors are leading the ESG journey, showing higher levels of both ESG 
adoption and ESG embeddedness compared to investors from North America, Latin 
America and Asia.

The interplay between European governments and institutional investors is a key 
reason for a stronger incorporation of ESG into the investment portfolios. In Europe, 
some governments have taken steps to limit future increases in global warming, 
following the 2015 Paris agreement on climate change. European regulators are also 
pushing for greater disclosure of ESG policies by investors.

Asset managers’ support is crucial to take ESG to the next level – they can enhance the 
role of ESG among institutional investors as a counterweight to their preference for 
in-house management.  Even large and well-resourced investors are likely to use asset 
manager services, or work with them, when engaging with companies over ESG issues, 
or using impact investing for positive ESG outcomes.

Asset managers also have an important role as ESG spectrum expanders and ESG 
performance and reporting data providers. More and better information on ESG and 
investment performance is a common request among asset owners. 

Methodology:  We gathered opinions on ESG investing from 800 institutional investors (pension funds, multi-managers, 
insurance companies, private banks, endowments and foundations and sovereign wealth funds) from four key 
investment markets (Europe, North America, Latin America and Asia). The total assets under management of the sample 
is approximately $16 trillion.
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While many institutional investors are now using 
environmental, social and governance (ESG) criteria within 
their investment portfolios, the scale of adoption varies 
widely. While some may only screen out the so-called 
‘sin stocks’, or the worst offenders on certain ESG criteria, 
other investors will apply ESG factors in much greater 
depth, with positive screening to select companies 
performing well against ESG criteria, or they have ESG 
criteria integrated into manager selection for all asset 
classes. In addition, some investors will now actively 
engage with investee companies, and collaborate with 
others, on ESG matters.

At CoreData Research, we see these variations in the 
use of ESG criteria at the level of investors, countries and 
regions when we look at research data. In addition, there 
is plenty of anecdotal comment on investor attitudes to 
ESG, with regions such as Scandinavia and the Benelux 
being seen as the frontrunners in adopting ESG investing. 
But does the data corroborate views such as this? In order 
to provide some empirical evidence on this, we decided 
to investigate the preferences and attitudes of 800 global 
institutional investors (from North America, Europe, Asia 
and Latin America) towards the different responsible 
investment strategies that allow them to internalise ESG 
factors by an increasing degree of integration.

As part of doing this, we followed the global standard 

FULLY EMBEDDING ESG STILL HAS A 
LONG WAY TO GO

definitions and classifications provided by The Global 
Sustainable Investment Alliance (GSIA) in its Global 
Sustainable Investment Review 2018. This enabled us 
to come up with an interesting snapshot of what global 
institutional investors are doing and and what the 
implications are for the future of ESG investing.

ESG ADOPTION VS. ESG EMBEDDEDNESS

In order to classify and aggregate the ‘ESG status’ 
of investors we have partitioned the spectrum of 
responsible investment strategies provided by the 
GSIA into two broad categories – ESG adoption and 
ESG embeddedness. The former is defined as the 
combination of three different strategies (negative 
screening, positive screening and ESG integration), 
while the latter is defined as the combination of 
ESG engagement, sustainability-themed and impact 
investing.

1 For more information about the different Responsible Investment Strategies used for the purpose of this report see the Appendix.
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The picture from global institutional investors is pretty 
clear – they are gradually becoming more sophisticated 
with the adoption of ESG but they are still far from turning 
it into a truly embedded component of their investment 
activity.

The figure below depicts this trend and shows how 
institutional investors distribute their choices when 
asked about the approaches they use for implementing 
ESG investment in their funds. They can clearly be 
classified much more as ESG adopters rather than ESG 
incorporators.

Although a relatively small portion of investors are not 
focusing on ESG at all (17%), more than half of them 
(52%), on average, are firmly placed within the ESG 
adoption bucket. Six in 10 global investors (61%) say they 
are considering ESG factors in their mainstream analysis 
of investments, half of them (50%) opt for the approach 
of excluding specific investments, or classes, from the 
investible universe if based on specific ESG criteria, and 
lastly 45% make regular use of the positive screening 
approach, which involves the selection or weighting of the 
best-performing investments based on ESG criteria.

Global institutional investors stuck at the first level of ESG adoption

Source: CoreData survey

ESG Adoption
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integration
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screening

ESG Embeddedness

Sustainability-
themed
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ESG adoption is the standard set of strategies 
that investors undertake in order to strictly 
apply ESG factors to their investment portfolio. 
This envisages the exclusion/inclusion of 
invesments that rank respectively 
lowest/highest on ESG criteria within their 
respective sectors and the broader 
consideration of ESG factors within the 
investment analysis (ESG integration).

ESG embeddedness refers to an enhanced 
and much deeper level of incorporation of ESG 
within the investors’ organisations, involving 
multiple di�erent layers of their overall 
investment process and definitely envisaging a 
more long-term focus. It envisages the 
interaction with company management on 
ESG issues and the investment in assets with 
the purpose of generating social and 
environmental returns, together with a 
financial return. 

No ESG
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17%

ESG Adoption (52%)

Positive
screening

ESG
integration

Negative
screening

50% 45%
61%

ESG Embeddedness (37%)
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ImpactESG
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The proportion of investors pointing 
towards those strategies with a 
higher degree of incorporation 
and commitment to ESG is lower 
– just over one-third of investors 
on average (37%). Almost four in 
10 (38%) of investors say there 
are carrying out engagement and 
stewardship activities with companies 
on ESG matters, adopting long-term 
processes and seeking a deeper 
influence of corporate behaviour. An 
equal proportion (37%) are investing 
in themes or assets linked to the 
development of sustainability – or 
very specific investment approaches 
contributing to addressing social 
and environmental issues such as 
climate change. Lastly, only just over 
one third of investors (36%) say 
there are investing into companies, 
organisations and funds with the aim 
of generating a positive social and 
environmental impact alongside a 
financial return (impact investing).

A quick look at the distribution 
of recent global inflows into each 
strategy helps to form a more detailed 
picture of the investors’ ESG status 
outlined above.

At the start of 2018, sustainable 
investing has reached over $30 
trillion globally – with more than 
one-third of this increase in the last 
couple of years. While Europe and 
the US attracted more than half of 
total sustainable investing assets, 
the market share of this investment 
approach has significantly grown all 
over the world.

This recent rapid growth led to a 
general increase of assets directed 
into each specific sustainable 
investing approach/strategy. However, 
as shown in the figure below, even 
in this case the discrepancy between 
the ESG adoption bucket and the ESG 
embeddedness one is still present 
and notable – in 2018, the amount of 
inflows into the former ($40 trillion) 
is four times larger than the amount 
that reached the latter ($10 trillion).

In 2018, the negative screening 
and the ESG integration strategies 
attracted almost $20 trillion and 
$17.5 trillion, respectively. In the 
other ESG strategy bucket, corporate 
engagement hovered around $10 
trillion, with the other two strategies 
being the least attractive of the 
spectrum of strategies ($1 trillion for 
the sustainability-themed investing 
and about $400 billion for the impact 
investing strategies).

FOLLOW THE MONEY
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Global investment into Sustainable investing strategies at 2018 ($ bn)

The ESG path towards embeddedness by region

Source: The Global Sustainable Investment Alliance (GSIA), CoreData’s elaboration

Source: CoreData Research

REGIONAL COMPARISON – EUROPE AHEAD IN 
THE ESG RACE

We have created a summary indicator of the investor 
ESG status for each region (North America, Europe, 
Asia and Latin America) which provides an idea of 
where each region places on the spectrum of different 
ESG strategies.

The figure below presents the full spectrum of 
responsible investment strategies and the ideal ESG 
path from a merely screening/exclusionary strategy 
to the more complex and comprehensive impact 

investing strategy, which characterises the intention 
of the investors to target investments aimed at solving 
social or environmental issues.

By normalising the percentages to a 0-10 scale, each 
region ends up with a summary indicator between 
0 and 10, where 0 means no ESG focus and 10 
represents the maximum ideal commitment and 
embeddedness of ESG.
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Europe scores 5.1, placing 
it halfway through the ESG 
progression and ahead of all other 
regions. European institutional 
investors fall within the ESG 
engagement category and within 
the broader ESG embeddedness 
bucket. They are significantly more 
advanced in terms of ESG adoption 
and integration advancement 
compared with their counterparts 
in all other regions.

On the opposite side of this 
trend, North American investors 
record the lowest score on the 
grid (3.6), placing them within the 
ESG screening area. They can be 

characterised as being at an earlier 
stage of ESG adoption, lagging 
behind the global score of 4.2 and 
far from the embeddedness area.

Latin American and Asian investors 
gravitate around the global average, 
scoring 3.9 and 4.3 respectively, 
placing them within the ESG 
integration bucket on the way 
towards the embeddedness level.

In order to further visualise the 
ESG superiority of the European 
investors it is worth charting the 
ESG status comparison between 
Europe and North America. 
European investors systematically 

exceed American investors in 
any single ESG strategy. As the 
figure below shows, they are 
both better ESG adopters and 
ESG incorporators than the North 
Americans, although the difference 
is small on ESG integration, 
(69% for Europe, 67% for North 
America). And within the ESG 
embeddedness arena, European 
investors are further ahead.

North America lags Europe on ESG adoption and embeddedness

Source: CoreData survey

Although it is used by only 36% of 
institutional investors globally and 
attracted only a small part of the 
assets allocating to ESG strategies 
as a whole, there are signs that 
impact investing, or investing in 
assets which are seen as having 

a positive impact on social and 
environmental goals, is set to take 
off among institutional investors.
Karen Shackleton is co-founder 
of Pensions for Purpose, a 
collaborative initiative that brings 
together asset managers, pension 
funds and others with an interest in 
impact investing, in order to share 
information and research.

It was started in October 2017 and 
by the end of July 2019, 59 asset 
managers and around 80 investors 
in the UK had joined the initiative.

Shackleton said that the impetus to 
set up Pensions for Purpose came 
from a realization that she was 
seeing the same signs and hearing 
similar comments about impact 

IS IMPACT INVESTING ABOUT 
TO TAKE OFF?

Negative Screening

Positive Screening

ESG Integration

ESG Engagement

Sustainability - Themes

Impact

ESG ADOPTION

ESG EMBEDDEDNESS

No ESG Focus
North America

(n=200)
Europe
(n=350)10%

55%

49%

69%

50%

45%

46%27%

29%

30%

67%

42%

46%

15%
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investing, that she had experienced 
when working as a fund manager 
and passive investing was starting 
to take off. “There was initial 
suspicion of it and comments like 
‘you can’t do that’, changing to ‘it’s 
not for us, but I can see that others 
will be interested’, and then ‘yes, I 
might put it on our trustee agenda’. 
It was very similar to the debate 
about passive funds, although I am 
not saying that impact investing 
will become as a big as the index 
fund market. But in terms of the 
experience of something new 
starting to take off, it is a similar 
environment”.

Shackleton described the UK as not 
being at the back of the queue to 
adopt to impact investing, but not 
being at the front either, saying 
Nordic and Dutch investors, but 
particularly some of the Australian 
superannuation funds were already 
active in this space.

The development of the United 
Nations’ Sustainable Development 
Goals (SDGs) could provide a major 
boost to investing with a positive 
environmental and social intent. 
The UN developed its 17 SDGs 
to create a shared agenda for 
peace, prosperity and sustainable 
development globally. The SDGs 
cover broad themes, such as 
reducing inequality, improving 
health and education, tackling 
climate change, and affordable and 
clean energy.  While they do not 
directly translate into investment 
objectives, asset managers and 
institutional investors can use 
them to develop their own tools to 
assess how companies contribute 
to the SDGs, or how an investment 
portfolio can be rated against the 
SDGs. As such, they could help 
provide a positive framework for 
impact investing.

ASSET MANAGER SUPPORT IS 
KEY TO TAKE ESG TO THE NEXT 
LEVEL

What we have also observed is 
that institutional investors tend to 
manage their application of ESG 
criteria within their investment 
strategies internally. The availability 
of ad hoc teams of ESG specialists 
or analysts is often the preferred 
way to structure the ESG 
incorporation process and the ESG 
investment advice.

This in-house preference might 
often be the reason why investors 
are restricted to some extent in 
their process of adoption, rather 
than pushing ESG towards a fully 
embedded sustainable investing 
philosophy. Investors that rely 
mainly on internal resources may 
not be aware of the full variety of 
approaches that could enhance 
their ESG profile. Or it might be 
the case that there is only so 
much they can do with limited 
internal resources and using 
all three approaches with ESG 
embeddedness is out of reach.
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Asset managers can act as external facilitators for the 
ESG needs of institutional investors, with the provision 
of strategies that use a range of ESG approaches. As 
ESG has become more widespread, so asset managers 
have increased the range and sophistication of their 
ESG services, although asset managers, like institutional 
investors, vary in their adoption and use of ESG criteria. 
Investors are already sensitive to ‘green-washing’ when 
an organisation tries to appear more ESG focused that it 
really is. When investors use external managers for ESG 
embeddedness strategies, it will be even more important 
for managers to be fully aligned with the investor’s ESG 
focus.

Investors also have an increasing need for transparency 
on all aspects of ESG investing, from the exact approaches 
used, to the performance and track record of different 
ESG approaches and how these are calculated. Assessing 
the performance of ESG strategies in terms of their impact 
on sustainability is increasingly important for investors, as 
they report back to their stakeholders on how they are 
managing assets on a range of criteria, covering financial 
and environmental performance, as well as on CSR 
(corporate social responsibility) and diversity. 

For example, in a recent research project for a major asset 
manager, CoreData found that many investors globally say 
that a lack of transparency and reporting data is a specific 
challenge for them, when using ESG investing, along with 
difficulties in measuring and managing risk. Determining 
the impact of ESG criteria on investment performance is 
also seen as challenge. This does not mean that investors 
fear that ESG has a negative impact on performance, 

It has been said by some that the use of ESG criteria by 
institutional investors has reached a tipping point, making 
it now a mainstream practice. Certainly, CoreData has 
found that less than a fifth of investors globally (17%) do 
not make any use of ESG, while over 80% of investors do. 
This strongly supports the view that ESG investing is now 
part of the investment equation for a large majority.

At the same time, we can also see that many investors are 
still on a journey in making their portfolios as sustainable 
and ESG oriented as they could be.  The use of negative 
and positive screening are often an investor’s first steps 
in adopting ESG criteria, to enable it to exclude certain 
sectors or stocks, and to overweight investment in 
others, depending on their performance against a set 
of ESG factors. Integrating ESG factors into investment 
decision-making is also a key sign of an investor using an 
ESG approach and over 61% of investors globally do this, 
according to our findings.

However, it is the case that while many investors can 
be classed as ESG adopters, fewer have ESG fully 
embedded into their portfolios, on the basis this 
comprises ESG engagement, the use of sustainability-
themed investments and also impact investing. 
For example, 38% of investors globally use ESG 
engagement and 36% make use of impact investing. 
But, as the comments earlier show, there are signs 
that the use of impact investing, for instance, is set to 
accelerate.

We can also see differences in the regional adoption of 
ESG investing approaches, with Europe ahead of Asia, 
then Latin America and North America. It is possible to 
put forward some reasons for these differences:

i) European countries, particularly those in 
Northern Europe, are among the leaders in 
applying the Paris Agreement on Climate 
Change (COP21), which sets a long-term goal 
of limiting any increase in the global average 
temperature to well below 2 degrees centigrade 
above pre-industrial levels. Countries such 
as France, Norway and the Netherlands have 
announced steps to do this, such as banning 

However, asset managers have a vital role to play, if 
institutional investors are to move across the spectrum 
of ESG investing approaches. ESG expertise and support 
at asset managers can help institutional investors in a 
number of ways. As well as providing funds and strategies 
that use ESG integration, or screening, managers can also 
practise ESG engagement and offer thematic investing 
strategies based around sustainability. Impact investing 
is another area where investors will need asset manager 
support, either through collaborative ventures, or 
the provision of funds which can be part of an impact 
investing approach.

Asset managers as external facilitators

Asset managers as ESG spectrum expanders

Asset managers as ESG performance and reporting 
data providers

CONCLUSION

but they want to be able to measure the impact of ESG 
investing in general.
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the use of petrol and diesel vehicles in France 
by 2040, or even earlier for Norway and the 
Netherlands. These decisions have had an 
impact on institutional investors, encouraging 
them to adopt ESG criteria, and also on other 
stakeholders, such as pension fund beneficiaries, 
which may lead them to ask what pension funds 
are doing to tackle climate change.

ii) In conjunction with inter-governmental 
action and high-level political decisions, some 
European countries have brought in regulations 
encouraging institutional investors to take 
account of issues such as climate change and 
its potential impact on their investments. For 
example, Article 173 of the French Energy 
Transition Law brings in disclosure requirements 
on carbon reporting for institutional investors, 
on a ‘comply or explain’ basis. While this does 
not make it mandatory for investors to reduce 
their exposure to carbon-intensive assets, it will 
act as a nudge to do so, by putting the issues 
or climate change and carbon emissions onto 
investors’ agendas.

iii) By contrast to Europe, the Trump administration 
in the USA has announced it was withdrawing 
from the COP21 Paris Agreement on climate 
change. While this does not necessarily 
influence the decisions of US institutional 

investors, it may well reduce pressure on them 
to feature climate change risk as part of their 
approach to ESG adoption.  

iv) More generally, while European institutional 
investors and stakeholders may accept the need 
for collective action to tackle some ESG issues, 
such as climate change and other environmental 
issues, in the USA, ESG can still be seen as 
something better suited to investment by 
individuals in ESG mutual funds and ETFs. 
Anecdotally, US investors are more likely to see 
ESG as an individual ethical matter, similar to 
philanthropy. 

As well as the reasons given above, institutional 
investors in Europe may have a different view of their 
fiduciary duty to elsewhere. In countries where ESG 
is most embedded, such as the Netherlands and the 
Nordic countries, investors are more likely to see 
applying ESG criteria as part of the responsibilities 
as investors. And there is a growing body of legal 
opinion to support this. For instance, the UK’s Law 
Commission Review of Fiduciary Duties of Investment 
Intermediaries found that there is not a conflict 
between the consideration of ESG factors and the 
fiduciary duty of trustees (“Where trustees think 
ethical or environmental, social or governance (ESG) 
issues are financially material, they should take them 
into account”).
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While a number of reasons can be put forward as to 
why US investors lag their counterparts in the rest of 
the world, particularly Europe, in taking up the full 
range of ESG investment tools, work by CoreData 
this year for various clients has found that the trend 
towards ESG having an increasingly important role in 
investor portfolio is increasing worldwide, including 
North America. We also found that the views of senior 
management are a key driver for institutional investors 
to focus on ESG investment, so as this group becomes 
more convinced on the benefits of an ESG focus, so 
more and more investors will  increase their use of 
ESG.

But at the same time, as we point out above, for 
institutional investors to fully embed ESG and impact 
investing, asset managers have a vital role to play in 
providing support and data to help investors on this 
journey.
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APPENDIX

Source: The Global Sustainable Investment Alliance (GSIA), CoreData’s elaboration

Investment in themes or assets specifically related to sustainability (for expample clean energy, green
technology or sustainable agriculture).

NEGATIVE/EXCLUSIONARY SCREENING

POSITIVE/BEST-IN-CLASS SCREENING

ESG INTEGRATION

The exclusion from a fund or portfolio of certain sectors, companies or practices based on specific ESG criteria.

Investment in sectors, companies or projects selected for positive ESG performance relative to industry peers.

The systematic and explicit inclusion by investment managers of environmental, social and governance factors
into financial analysis.

ESG (CORPORATE) ENGAGEMENT

SUSTAINABILITY THEMED INVESTING

IMPACT INVESTING

Targeted investments aimed at solving social or environmental problems, and including community investing, 
where capital is specifically directed to traditionally undeserved individuals or communities, as well as financing
that is provided to businesses with a  clear social or environmental purpose.

The use of shareholder power to influence corporate behaviour, including through direct corporate
engagement (i.e., communicating with senior management and/or boards of companies), filing or co-filing 
shareholder proposals, and proxy voting that is guided by comprehensive ESG guidelines.
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CoreData
About Us
CoreData Research is a global specialist financial services research and strategy consultancy. CoreData Research under-
stands the boundaries of research are limitless and with a thirst for new research capabilities and driven by client demand; 
the group has expanded over the past few years into the Americas, Africa, Asia, and Europe.

CoreData Group has operations in Australia, the United Kingdom, the United States of America, Colombia, Sweden, Malta, 
Singapore, South Africa and the Philippines. The group’s expansion means CoreData Research has the capabilities and 
expertise to conduct syndicated and bespoke research projects on six different continents, while still maintaining the high 
level of technical insight and professionalism our repeat clients demand.

With a primary focus on financial services CoreData Research provides clients with both bespoke and syndicated research 
services through a variety of data collection strategies and methodologies, along with consulting and research database 
hosting and outsourcing services.

CoreData Research provides both business-to-business and business to- consumer research, while the group’s offering 
includes market intelligence, guidance on strategic positioning, methods for developing new business, advice on opera-
tional marketing and other consulting services.

The team is a complimentary blend of experienced financial services, research, marketing and media professionals, who 
together combine their years of industry experience with primary research to bring perspective to existing market condi-
tions and evolving trends.

CoreData Research has developed a number of syndicated benchmark proprietary indexes across a broad range of busi-
ness areas within the financial services industry.

The team understands the demand and service aspects of the financial services market. It is continuously in the market 
through a mixture of constant researching, polling and mystery shopping and provides in-depth research at low cost and 
rapid execution. The group builds a picture of a client’s market from hard data which allows them to make efficient deci-
sions which will have the biggest impact for the least spend.

• Experts in financial services research
• Deep understanding of industry issues and business trends
• In-house proprietary industry benchmark data
• Industry leading research methodologies
• Rolling benchmarks
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