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BY THE
NUMBERS
4.3 PERCENTAGE POINTS
Outperformance on a median total return basis of
U.S. sustainable equity funds in 2020, compared with
traditional peer funds1

53 PERCENT
Percentage of BlackRock clients citing ESG data
and analytics as the biggest barrier to a deeper and
broader implementation of sustainable investing2

88 PERCENT
Percentage increase in global inflows into sustainable
funds between Q3 and Q4 of 20203

196
Number of sustainable fund products launched in Q4
20204

282
Total green bond issuance in 2020 (USD, billions)5

600
Approximate number of ESG ratings and rankings
existing globally as of 20186
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INSTITUTIONS GETTING SERIOUS ABOUT
ESG HAVE BEEN HARNESSING NEW
DATA PARTNERSHIPS AND ARTIFICIAL
INTELLIGENCE. AMID ALL THE HYPE,
CAN FIRMS SHOW THE SUBSTANCE
BEHIND THEIR STATEMENTS?
BY ELLA MILBURN
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MAIN ATTRACTION
The fourth quarter of 2020 saw a record-breaking haul for sustainable funds
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FIGURE 1

DOING IT FOR

is seeing a move away from using exclu-

Administration, which manages $250

THEMSELVES
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MICHELLE CORSON,
ON THE ROAD LENDING
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returns (see figure 3).
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CALCULATED RISK
Most issuers in Sustainalytics ESG ratings get a low or medium risk score
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FIGURE 2

up the project is professor of envi-

The hypothesis is that some sustain-

responsible investment.

ronmental law and policy Dan Esty, a

ability factors will be associated with

Cathay’s CIO Sophia Cheng says it’s

former U.S. Environmental Protection

financial outperformance while others

crucial for Taiwanese companies to

Agency official and negotiator for

could cost money to implement and

report on ESG so as not to lose out on

the 1992 Framework Convention on

therefore cause the company to lag in

foreign investment. “Taiwan depends

Climate Change and NAFTA.

terms of financial performance, Esty

on exports, so if corporates don’t

According to Esty, ESG metrics in

says. A company offering more time off

understand ESG and global supply

their current state are missing a key

to employees, for example, might not

chain requirements, they'll lose busi-

element — a correlation to materiality;

match the results of its peers.

ness opportunities and institutional

in other words, whether a certain ESG
factor affects the financial performance
of a company. To rectify that, Yale will
utilize large extracts of anonymized
and aggregated custody insights from
BNY Mellon and try to indicate which

investors as shareholders,” she says.

I

n Taiwan, Cathay Financ ial

Taiwan is fast becoming recognized

Holdings — the country’s largest

as a hub for sustainable investing, with

financial group, with $390 billion

around 15% of new fund launches in

in assets — has been working with

2020 having an explicit ESG focus,

academic institutions to fill domestic

according to Fitch Ratings.

existing ESG factors are “usefully”

E SG dat a gaps. In one inst ance,

Meanwhile, asset managers and

tracking sustainability, and which

that is by collaborating with Taipei

owners have been working with

funds are really delivering financial

University’s ESG research on 300

sustainable finance researchers at

performance and sustainability.

Taiwanese companies and a survey on

University College Dublin and Queen's

“We anticipate an avalanche
of data as it becomes more
granular and as new types of
information emerge as critical.”
CORINNE NEALE,
BNY MELLON ASSET SERVICING

University Belfast to explore expanding

much their portfolios will be impacted

head of product and strategy in securi-

the coverage of a machine-learning

by climate change.

ties finance, says clients are looking for

tool that aims to help investors identify
“greenwashing.”

Investors including Axa, Aviva

confidence that they can exercise their

and Japan’s Government Pension

long-term stewardship objectives at the

The tool being te sted, named

Investment Fund have started to adopt

same time as lending their securities.

GreenWatch, compares 700 compa-

metrics to determine the so-called

They want to express their ESG strat-

nies’ claims about their sustainability

climate “warming potential” of their

egies through their portfolio construc-

with data about their carbon perfor-

activities. For example, Axa has worked

tion and engagement with investee

mance in their annual reports to assess

with Zurich-based fintech Carbon

companies, and also apply their ESG

whether they are accurately repre-

Delta — now part of MSCI — using the

acceptability parameters through to

senting their green credentials. Now

“warming potential” metric as a key cli-

their collateral holdings.

the team wants to scale the tool to

mate indicator.

BNY Mellon is exploring the use of

cover more companies across further

Investors are also looking to express

data analytics solutions to help asset

indicators, including climate change

their personalized ESG approaches

owners lend their securities with ESG

adaptation, biodiversity and water.

through their securities lending

parameters, both in relation to stocks

programs. The Risk Management

and bonds received as collateral and

TOWARD A SUSTAINABLE

Association, for example, maintains

reinvestment of cash collateral. Budh-

ECONOMY

that securities lending can “align with

Raja says this could involve using a

With one in four of all European

— and even enable — positive ESG out-

multi-vendor approach to better inform

ETFs launched last year having a cli-

comes.” The International Securities

clients seeking to evaluate their collat-

mate focus, according to Morningstar,

Lending Association (ISLA) formed

eral against ESG standards and regula-

it’s clear that climate change is fast

an ESG Steering Committee last year,

tory taxonomies.

becoming the biggest issue on many

which includes a beneficial owner-led

Some say it will be important for tax-

investors’ sustainability agendas.

focus group, developing a best practice

onomies to account for stocks that are

Partly off the back of the 2017 rec-

framework and most recently making

in a transition phase, as well as those

ommendations of the Task Force on

five pledges around ESG. The Pan Asia

that are currently deemed to be sus-

Climate-Related Financial Disclosures,

Securities Lending Association (PASLA)

tainable. There are broader concerns

founded by the Financial Stability

is also working with the industry to

in the market that carving out large

Board and chaired by Michael

create the continent’s own set of ESG

chunks of stocks from collateral pools

Bloomberg, investors are ramping up

principles.

— as opposed to allowing for stocks that

their analysis to try to quantify how

Ina Budh-Raja, BNY Mellon’s EMEA

might be improving their sustainability

REWARDING GOOD BEHAVIOR
Higher impact portfolios can lead to higher returns, according to HIP Investor
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FIGURE 3

— could have undesirable conse-

carbon emissions provided by a project

new normal, signaling that sustainable

quences for market liquidity.

rather than the total emissions of the

investing is here to stay.

E v e n s o , w h i l e i nv e s t o r s a r e

project itself. Another avenue for inves-

Sean Kidney, CEO of the Climate

undoubtedly becoming more sophis-

tigation is “geospatial” data mapping

Bonds Initiative, says the sustainable

ticated on ESG as they combine data-

assets to climate and biodiversity risks

finance policies, particularly in the

sets and refine their sustainability data

and impacts — touted by the Future of

E.U., mark a turning point for data.

requirements, key challenges remain in

Sustainable Data Alliance but yet to be

meeting regulation requirements. The

harnessed meaningfully at scale.

“It’ll be painful in the short term, but
ultimately we’re going to get the deeper

EU’s Sustainable Finance Disclosure

I nve s t o r s a re s t i l l c o m i n g u p

data on assets that we need as compa-

Regulation, which has just recently

against ESG data obstacles, with 53%

nies are forced to put data out there.

taken effect, imposes heightened

of BlackRock clients citing data and

There’s going to be a revolution in the

reporting requirements across all asset

analytics as the biggest barrier to a

next two years.”

classes to address greenwashing and

deeper and broader implementation

impact-washing at the asset manager

of sustainable investing, according to a

and asset owner level.

recent survey.

Ella Milburn is a freelance writer

But data gaps mean compliance with

Either way, a step change is clear in

these can be a challenge, according

sustainable and climate finance regula-

Questions or comments? Write to adriana.

to Arthur Carabia, director in market

tions. The London School of Economics

pierelli@bnymellon.com in BNY Mellon

practice and regulatory policy at

has found that central bank and super-

GCM or ingrid.garin@bnymellon.com in

ICMA. For example, issuers of green

visory action on climate change and

BNY Mellon Markets, or reach out to your

bonds often report on the reduction in

sustainability is fast becoming the

usual relationship manager.

in the U.K.

IFLOW GREEN
BY GEOFF YU
Our iFlow Green platform is a series of insights designed to quantify
whether investors are taking into account sustainability factors.
Using BNY Mellon’s custody flows in foreign exchange and country
level equities, we look for co-movements between portfolios and
ESG rankings to see how sensitive investors are to ESG. The flows are
designed to capture differentiating aspects of institutional behavior
where change has already taken place. Here are our main findings:

ENVIRONMENT*
Equity flows in northern hemisphere economies have been
negatively correlated with environmental and climate indicators. In
other words, where there is evidence of global warming, there has
been less equity investment.

SOCIAL**
Equity flows are rewarding countries with high social indicators, but
this relationship inverted in 2019, in part because European markets
attracted less investment.

GOVERNANCE**
Equity flows favored countries with strong governance, but this
relationship also broke down in 2019. FX flows continue to favor
countries with strong governance.

*Data on environment through 2018
**Data on social and governance through 2019

MOST COMMON ESG SCREENS
The emphasis in ESG screening has been on excluding “sin”
stocks (weapons, tobacco and alcohol) and fossil fuels.

7%
OTHER

8%
ENVIRONMENT

34%
TOBACCO

14%
WEAPONS &
MILITARY

18%
19%

GLOBAL
SANCTIONS

ALCOHOL

DATA AS OF MARCH 31, 2021
*Market value of the assets under
measurement is about $201 billion
DATA AS OF MARCH 31, 2021
*Market value of the assets under
measurement is about $201 billion

FIGURE 4

SOURCE: BNY Mellon Asset Servicing

BNYMELLON.COM
BNY Mellon is the corporate brand of The Bank of
New York Mellon Corporation and may be used as
a generic term to reference the corporation as a
whole and/or its various group entities. This material
and any products and services may be issued or
provided under various brand names of BNY Mellon
in various countries by duly authorized and regulated
subsidiaries, affiliates, and joint ventures of BNY
Mellon, which may include any of those listed below:
The Bank of New York Mellon, a banking corporation
organized pursuant to the laws of the State of New
York, whose registered office is at 240 Greenwich
St, NY, NY 10286, USA. The Bank of New York
Mellon is supervised and regulated by the New York
State Department of Financial Services and the US
Federal Reserve and is authorized by the Prudential
Regulation Authority (“PRA”) (Firm Reference
Number: 122467).
The Bank of New York Mellon operates in the UK
through its London branch (UK companies house
numbers FC005522 and BR000818) at One Canada
Square, London E14 5AL and is subject to regulation
by the Financial Conduct Authority (“FCA”) at
12 Endeavour Square, London, E20 1JN, UK and
limited regulation by the PRA at Bank of England,
Threadneedle St, London, EC2R 8AH, UK. Details
about the extent of our regulation by the PRA are
available from us on request.
The Bank of New York Mellon SA/NV, a Belgian
limited liability company, registered in the RPM
Brussels with company number 0806.743.159,
whose registered office is at 46 Rue Montoyerstraat,
B-1000 Brussels, Belgium, authorized and regulated
as a significant credit institution by the European
Central Bank (“ECB”) at Sonnemannstrasse 20, 60314
Frankfurt am Main, Germany, and the National Bank
of Belgium (“NBB”) at Boulevard de Berlaimont/de
Berlaimontlaan 14, 1000 Brussels, Belgium, under
the Single Supervisory Mechanism and by the Belgian
Financial Services and Markets Authority (FSMA) at
Rue du Congrès/Congresstraat 12-14, 1000 Brussels,
Belgium for conduct of business rules, and is a
subsidiary of The Bank of New York Mellon.
The Bank of New York Mellon SA/NV operates in
Ireland through its Dublin branch at Riverside II,
Sir John Rogerson's Quay Grand Canal Dock, Dublin
2, D02KV60, Ireland and is registered with the
Companies Registration Office in Ireland No. 907126
& with VAT No. IE 9578054E. The Bank of New York
Mellon SA/NV, Dublin Branch is subject to limited
additional regulation by the Central Bank of Ireland
at New Wapping Street, North Wall Quay, Dublin 1,
D01 F7X3, Ireland for conduct of business rules and
registered with the Companies Registration Office in
Ireland No. 907126 & with VAT No. IE 9578054E.
The Bank of New York Mellon SA/NV is trading
in Germany through its Frankfurt branch “The
Bank of New York Mellon SA/NV, Asset Servicing,
Niederlassung Frankfurt am Main”, and has its
registered office at MesseTurm, Friedrich-EbertAnlage 49, 60327 Frankfurt am Main, Germany.
It is subject to limited additional supervision
by the Federal Financial Supervisory Authority
(Bundesanstalt für Finanzdienstleistungsaufsicht,
Marie-Curie-Str. 24-28, 60439 Frankfurt, Germany)
under registration number 122721.
The Bank of New York Mellon SA/NV operates in
the Netherlands through its Amsterdam branch at
Strawinskylaan 337, WTC Building, Amsterdam, 1077
XX, the Netherlands. The Bank of New York Mellon
SA/NV, Amsterdam Branch is subject to limited
additional supervision by the Dutch Central Bank
(“De Nederlandsche Bank” or “DNB”) on integrity
issues only (registration number 34363596). DNB
holds office at Westeinde 1, 1017 ZN Amsterdam, the
Netherlands.
The Bank of New York Mellon SA/NV operates in
Luxembourg through its Luxembourg branch at
2-4 rue Eugene Ruppert, Vertigo Building – Polaris,
L- 2453, Luxembourg. The Bank of New York
Mellon SA/NV, Luxembourg Branch is subject to
limited additional regulation by the Commission
de Surveillance du Secteur Financier at 283, route
d’Arlon, L-1150 Luxembourg for conduct of business
rules, and in its role as UCITS/AIF depositary and
central administration agent.

The Bank of New York Mellon SA/NV operates in
France through its Paris branch at 7 Rue Scribe,
Paris, Paris 75009, France. The Bank of New York
Mellon SA/NV, Paris Branch is subject to limitted
additional regulation by Secrétariat Général de
l’Autorité de Contrôle Prudentiel at Première
Direction du Contrôle de Banques (DCB 1), Service
2, 61, Rue Taitbout, 75436 Paris Cedex 09, France
(registration number (SIREN) Nr. 538 228 420 RCS
Paris - CIB 13733).
The Bank of New York Mellon SA/NV operates in Italy
through its Milan branch at Via Mike Bongiorno no.
13, Diamantino building, 5th floor, Milan, 20124, Italy.
The Bank of New York Mellon SA/NV, Milan Branch
is subject to limiteed additional regulation by Banca
d’Italia - Sede di Milano at Divisione Supervisione
Banche, Via Cordusio no. 5, 20123 Milano, Italy
(registration number 03351).
The Bank of New York Mellon SA/NV operates in
Denmark as The Bank of New York Mellon SA/NV,
Copenhagen Branch, filial af The Bank of New York
Mellon SA/NV, Belgien, and has its registered office
at Strandvejen 60/5, 2900 Hellerup, Denmark. It is
subject to limited additional regulation by the Danish
Financial Supervisory Authority (Finanstilsynet,
Århusgade 110, 2100 København Ø).
The Bank of New York Mellon SA/NV operates in
England through its London branch at 160 Queen
Victoria Street, London EC4V 4LA, UK, registered
in England and Wales with numbers FC029379 and
BR014361. The Bank of New York Mellon SA/NV,
London branch is authorized by the ECB (address
above) and subject to limited regulation by the FCA
(address above) and the PRA (address above).
Regulatory information in relation to the above
BNY Mellon entities operating out of Europe can
be accessed at the following website: https://www.
bnymellon.com/RID.
The Bank of New York Mellon, Singapore Branch, is
subject to regulation by the Monetary Authority of
Singapore. The Bank of New York Mellon, Hong Kong
Branch (a branch of a banking corporation organized
and existing under the laws of the State of New York
with limited liability), is subject to regulation by the
Hong Kong Monetary Authority and the Securities &
Futures Commission of Hong Kong.
For recipients of this information located in
Singapore: This material has not been reviewed by the
Monetary Authority of Singapore.
For clients located in Australia:
The Bank of New York Mellon is exempt from
the requirement to hold, and does not hold, an
Australian financial services license as issued
by the Australian Securities and Investments
Commission under the Corporations Act 2001
(Cth) in respect of the financial services provided
by it to persons in Australia. The Bank of New
York Mellon is regulated by the New York
State Department of Financial Services and
the US Federal Reserve under Chapter 2 of the
Consolidated Laws, The Banking Law enacted
April 16, 1914 in the State of New York, which
differs from Australian laws.
The Bank of New York Mellon has various other
branches in the Asia-Pacific Region which are subject
to regulation by the relevant local regulator in that
jurisdiction.
The Bank of New York Mellon Securities Company
Japan Ltd, as intermediary for The Bank of New
York Mellon.

Disclosures in relation to certain other BNY Mellon
group entities can be accessed at the following
website: http://disclaimer.bnymellon.com/eu.htm.
This material is intended for wholesale/professional
clients (or the equivalent only), is not intended for use
by retail clients and no other person should act upon
it. Persons who do not have professional experience in
matters relating to investments should not rely on this
material. BNY Mellon will only provide the relevant
investment services to investment professionals.
Not all products and services are offered in all countries.
If distributed in the UK, this material is a financial
promotion.] If distributed in the EU, this material is a
marketing communication.
The views expressed within this material are
those of the contributors and not necessarily
those of BNY Mellon. This material, which may be
considered advertising, is for general information
purposes only and is not intended to provide legal,
tax, accountinginvestment, financial or other
professional advice on any matter. This material
does not constitute a recommendation or advice
by BNY Mellon of any kind. Use of our products
and services is subject to various regulations and
regulatory oversight. You should discuss this
material with appropriate advisors in the context
of your circumstances before acting in any manner
on this material or agreeing to use any of the
referenced products or services and make your own
independent assessment (based on such advice)
as to whether the referenced products or services
are appropriate or suitable for you. This material
may not be comprehensive or up to date and there
is no undertaking as to the accuracy, timeliness,
completeness or fitness for a particular purpose of
information given. BNY Mellon will not be responsible
for updating any information contained within this
material and opinions and information contained
herein are subject to change without notice. BNY
Mellon assumes no direct or consequential liability for
any errors in or reliance upon this material.
This material, which may be considered advertising,
is for general information purposes only and is
not intended to provide legal, tax, accounting,
investment, financial or other professional advice
on any matter. This material does not constitute a
recommendation or advice by BNY Mellon of any
kind. Use of our products and services is subject to
various regulations and regulatory oversight. You
should discuss this material with appropriate advisors
in the context of your circumstances before acting in
any manner on this material or agreeing to use any of
the referenced products or services and make your
own independent assessment (based on such advice)
as to whether the referenced products or services
are appropriate or suitable for you. This material
may not be comprehensive or up to date and there
is no undertaking as to the accuracy, timeliness,
completeness or fitness for a particular purpose of
information given. BNY Mellon will not be responsible
for updating any information contained within this
material and opinions and information contained
herein are subject to change without notice. BNY
Mellon assumes no direct or consequential liability for
any errors in or reliance upon this material.
This material may not be distributed or used for the
purpose of providing any referenced products or
services or making any offers or solicitations in any
jurisdiction or in any circumstances in which such
products, services, offers or solicitations are unlawful
or not authorized, or where there would be, by virtue
of such distribution, new or additional registration
requirements.

The Bank of New York Mellon, DIFC Branch, regulated
by the Dubai Financial Services Authority (“DFSA”)
and located at DIFC, The Exchange Building 5 North,
Level 6, Room 601, P.O. Box 506723, Dubai, UAE, on
behalf of The Bank of New York Mellon, which is a
wholly-owned subsidiary of The Bank of New York
Mellon Corporation.

Any references to dollars are to US dollars unless
specified otherwise.

Past performance is not a guide to future performance
of any instrument, transaction or financial structure
and a loss of original capital may occur. Calls and
communications with BNY Mellon may be recorded,
for regulatory and other reasons.

The Bank of New York Mellon, member of the Federal
Deposit Insurance Corporation (“FDIC”).

This material may not be reproduced or disseminated
in any form without the prior written permission of
BNY Mellon. Trademarks, logos and other intellectual
property marks belong to their respective owners.
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