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The Challenging Sustainable
Investing Landscape

One Size Does Not Fit ALl

The incorporation of sustainability factors in
investment decisions has become increasingly
common in the portfolios of institutional investors
over the past decade. This has been primarily

driven by investors who may be focused on risk
management, responding to new regulations, making
investments that align with their values, or seeking
to enhance long-term performance. A recent survey
of institutional investors by State Street Global
Adpvisors, The Climate Opportunity, underscores

the varying implementation of sustainable investing
across asset owners, many of whom have differing
views on the topic. Therefore, it may be crucial for
asset owners to partner with asset managers that can
offer bespoke approaches, helping them meet their
individual investment needs and objectives.

The survey reveals that when considering
climate-related factors, the majority of EMEAbased
asset owners surveyed are most concerned by the
investment risk it poses, more than its potential
real-world impact, stakeholder preferences, and
regulatory requirements. This emphasis on risk is

consistent across all types of investors surveyed,
from pension funds to sovereign wealth funds. Our
survey shows that more than 80% of asset owners
surveyed have assessed and modeled the impact of
different climate risks on their portfolios — a process
that is often expensive, timeconsuming, and complex.
However, many investors face significant challenges
in implementing strategies with sustainable
investment objectives. The current market,
dominated by index provider-led solutions, offers
off-the-shelf products that may not fully address
the specific risks exposed by this process. This
misalignment between investor needs and available
solutions suggests the market needs to further
evolve to meet the growing demand for sustainability
integration. As a result, institutional investors
must carefully select an asset manager who can
truly understand their unique perspectives and can
facilitate the implementation of their sustainability
objectives effectively.

The investment landscape is flooded with
sustainability-themed products designed to cater




to asset owners. However, there is ample reason to
believe many of these fail to accommodate the unique
needs of each investor. The survey finds that 62%

of those surveyed judge the “general investment
breadth and capabilities” as important when
selecting their preferred manager. But being able to
adapt to the evolving requirements as well as having
suitable expertise to meet these needs of asset owners
is also important with 38% of respondents identifying
“innovation capabilities” and 33% of respondents
citing a “lack of internal climate expertise” as main
factors considered in the selection process and
challenges faced, respectively. Access to data is also

a challenge with 40% of respondents surveyed citing
“difficulty in obtaining high quality climate-related
data,” and onethird of those surveyed identifying
“inconsistency in climate standards and metrics” as
amain challenge when investing in climate-related
investment strategies. Evidently, a one-size-fits-
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shelf products. It means working with an asset
management team that can: 1 Listen and Understand
An asset manager can be expected to take the time to
understand an investor’s sustainability preferences.
2 Provide Custom Solutions Instead of relying on
generic solutions, an asset manager can be expected
to build bespoke portfolios that align with an
investor’s sustainability goals, whether focused on
specific sectors, asset classes, regions, or another
metric of integration. These portfolios should be
dynamic, enabling one to move in step with new
risks and opportunities as they emerge. 3 Deliver
Expertise and Insights Navigating sustainable
investing complexities requires access to data and
expert insights. An asset manager can be expected

to equip an investor with the tools and information
necessary to understand the trade-offs involved in
the integration of sustainability factors, helping them
make informed decisions.

all approach is inadequate. Given the variation in

investor appetite, it may even leave investors holding
A State Street Global Advisors
study of EMEA-based asset
owners’ integration of
climate considerations into
investment decisions.
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portfolios that neither reflect their priorities nor
adequately manage risk, potentially at the expense of
their fiduciary duty. As a result, we believe the ability
to provide customization of the investment solution
is not just desirable, it’s essential.

A successful investment partnership in our view

is one where, if needed, it can look beyond offthe-
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In partnership with FT Longitude, part of the Financial Times Group. This study was conducted in May of 2024 via an online survey instrument (n=330) and qualitative
telephone interviews (n=2). Respondents were limited to senior leaders and Chief Investment Officers who are directly involved in ESG investment decisions at Pen-
sion Funds, Sovereign Wealth Funds, Endowments, and Insurance companies.

Investing involves risk including the risk of loss of principal.

The information provided does not constitute investment advice and it should not be relied on as such. It should not be considered a solicitation to buy or an offer
to sell a security. It does not take into account any investor’s particular investment objectives, strategies, tax status or investment horizon. You should consult your
tax and financial advisor.

All information is from SSGA unless otherwise noted and has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. There is no
representation or warranty as to the current accuracy, reliability or completeness of, nor liability for, decisions based on such information and it should not be relied
on as such.

The information contained in this communication is not a research recommendation or ‘investment research’ and is classified as a ‘Marketing Communication’ in
accordance with the Markets in Financial Instruments Directive (2014/65/EU) or applicable Swiss regulation. This means that this marketing communication (a)
has not been prepared in accordance with legal requirements designed to promote the independence of investment research (b) is not subject to any prohibition
on dealing ahead of the dissemination of investment research.

This communication is directed at professional clients [this includes eligible counterparties as defined by the appropriate EU regulator) who are deemed both knowl-
edgeable and experienced in matters relating to investments. The products and services to which this communication relates are only available to such persons and
persons of any other description (including retail clients) should not rely on this communication.

The views expressed are the views of the State Street Global Advisors Sustainable Investing Strategy Team through August 12, 2024, and are subject to change based
on market and other conditions. This document contains certain statements that may be deemed forward-looking statements. Please note that any such statements
are not guarantees of any future performance, and actual results or developments may differ materially from those projected.

The returns on a portfolio of securities which exclude companies that do not meet the portfolio’s specified sustainable investment criteria may trail the returns
on a portfolio of securities which include such companies. A portfolio’s sustainable investment criteria may result in the portfolio investing in industry sectors or
securities which underperform the market as a whole.

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties without SSGA's express written
consent.

The above targets are estimates based on certain assumptions and analysis made by State Street Global Advisors. There is no guarantee that the estimates will be
achieved.

The trademarks and service marks referenced herein are the property of their respective owners. Third party data providers make no warranties or representations
of any kind relating to the accuracy, completeness or timeliness of the data and have no liability for damages of any kind relating to the use of such data.
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