
Building climate-ready portfolios with ETFs

Fund flows into sustainable assets from investors 
around the world continue to set new records, and then 
break them again just as quickly.

A recent example was in early April 2021, where we 
launched our new sustainable index strategies that 
facilitates the transition to a low-carbon economy  - 
raising 1.2 billion dollars, making it our largest ETF 
launch ever.

This underscores the growing role of index solutions 
in being able to help investors prepare for and benefit 
from the low carbon economy. In short, there is an ever-
sharper focus on using ETFs to build climate-aware 
portfolios. 

“We see sustainability, and particularly climate-
focused, ETFs as the next frontier for investors,” said 
Geir Espeskog, Co-Head of BlackRock Sustainable 
Investing in Asia Pacific.

Sustainable innovation

There is mounting evidence of investors already moving 
in this direction. In 2020, the US$88bn allocation 
to sustainable ETFs represented around 30% of all 
sustainability investments globally.

Indeed, sustainability has been at the centre of 
BlackRock’s product innovation agenda for ETFs, 
according to Manuela Sperandeo, the firm’s EMEA EII 
Head of Sustainable Indexing.

The ability to leverage better data has been a key driver 
of this. Plus, indexing technology has made important 
progress to allow investors to integrate sustainability 
considerations. As a result, Sperandeo believes index 
solutions are going to play a key role in enabling the 
transition to a low-carbon future.

This trend is likely to accelerate. The introduction of the 
EU Sustainable Finance Disclosure Regulation (SFDR), 
for instance, is expected to attract more investments 
into more climate-friendly vehicles. 

As institutions and individuals strive to build climate-ready portfolios, 
Exchange Traded Funds (ETFs) are gaining traction as an effective way to 
invest in the transition to a low-carbon economy.
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Incentivizing sustainability 

There are also strong incentives for companies to 
demonstrate sustainable behaviour, as a route to 
inclusion in sustainable indexes, thereby expanding the 
potential investor base. This is fuelled by investment 
capital increasingly targeting those firms most 
committed to addressing climate change. 

For example, AIA has been managing down carbon 
emissions through divestments in coal mining and 
coal-fired power generation. More broadly, after 
assessing general awareness, mitigation and targets 
amongst its investee companies towards climate 
change, the insurer now factors this into its investment 
process, said Duncan Lee, Director, Investment ESG, 
Legal & Governance, Group Investment at AIA.

“Large institutional investors will in future manage their 
portfolios against sustainability indexes or climate-
oriented policy benchmarks,” he added.

This seems to just be a matter of time, given the 
transparency and accessibility that ETFs and other 
index products are bringing to climate-oriented 
investing.

Mainstream momentum

These dynamics reflect the democratizing impact of 
ETFs. 

“This type of strategy used to be difficult to access for 
anyone but the most sophisticated investors,” explained 
Laura Segafredo, Global Head of Sustainable Research, 
iShares and Index Investments, at BlackRock. “But 
innovations related to ETFs make it possible for more 
investors to weave climate exposures into portfolios.”

Ultimately, the upshot of climate considerations being 
more prominent in investment decisions translates to 
a snowball effect where more capital will move in this 
direction going forward.

Three reasons why index solutions will spur a low-carbon transition

1.  Indexing technology offers a certain clarity that empowers investors to evaluate how they can incorporate
sustainability in their portfolio

2.  The transparency encouraged by regulatory trends such as the EU SFDR gives investors better access to
data on sustainable characteristics to breed investor confidence

3.  As investors look to reconstruct portfolios, index solutions offer a breath of choice to target companies
and assets which will likely benefit from the transition to a low carbon economy
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enabling the transition to 
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Important information
This material is intended for information purposes only, and does not constitute investment advice, a recommendation or an of fer or solicitation to purchase or sell any securities to any person in any jurisdiction in which an offer, solicitation, 
purchase or sale would be unlawful under the securities laws of such jurisdiction. The opinions expressed are as of 22 April 2021 and are subject to change without notice. Reliance upon information in this material is at the sole discretion of 
the reader. Investment involves risks.

In Singapore, this is issued by BlackRock (Singapore) Limited (Co. registration no. 200010143N). This publication has not been reviewed by the Monetary Authority of Singapore. In Hong Kong, this material is issued by BlackRock Asset 
Management North Asia Limited and has not been reviewed by the Securities and Futures Commission of Hong Kong. In Taiwan, independently operated by BlackRock Investment Management (Taiwan) Limited. Address: 28F., No. 100, 
Songren Rd., Xinyi Dist., Taipei City 110, Taiwan. Tel: (02)23261600. In China, this material is provided for informational or educational purposes in People’s Republic of China (“PRC”, for such purposes, excluding Hong Kong, Macau and 
Taiwan) only and does not constitute a solicitation of any securities or BlackRock funds. This material is provided for informational or educational purposes in People’s Republic of China (“PRC”, for such purposes, excluding Hong Kong, Macau 
and Taiwan) only and does not constitute a solicitation of any securities or BlackRock funds or any financial services in any jurisdiction in which such solicitation is unlawful or to any person to whom it is unlawful. In Australia, issued by 
BlackRock Investment Management (Australia) Limited ABN 13 006 165 975, AFSL 230 523 (BIMAL). This material provides general information only and does not take into account your individual objectives, financial situation, needs 
or circumstances. Before making any investment decision, you should assess whether the material is appropriate for you and obtain financial advice tailored to you having regard to your individual objectives, financial situation, needs and 
circumstances. For Australia and New Zealand, issued by BlackRock Investment Management (Australia) Limited ABN 13 006 165 975, AFSL 230 523 (BIMAL) for the exclusive use of the recipient, who warrants by receipt of this material 
that they are a wholesale client as defined under the Australian Corporations Act 2001 (Cth) and the New Zealand Financial Advisers Act 2008 respectively. This material provides general information only and does not take into account your 
individual objectives, financial situation, needs or circumstances. Before making any investment decision, you should therefore assess whether the material is appropriate for you and obtain financial advice tailored to you having regard to your 
individual objectives, financial situation, needs and circumstances. This material is not a financial product recommendation or an offer or solicitation with respect to the purchase or sale of any financial product in any jurisdiction. This material 
is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to local law or regulation. BIMAL is a part of the global BlackRock Group which comprises of financial 
product issuers and investment managers around the world. BIMAL is the issuer of financial products and acts as an investment manager in Australia. BIMAL does not offer financial products to persons in New Zealand who are retail investors 
(as that term is defined in the Financial Markets Conduct Act 2013 (FMCA)). This material does not constitute or relate to such an offer. To the extent that this material does constitute or relate to such an offer of financial products, the offer 
is only made to, and capable of acceptance by, persons in New Zealand who are wholesale investors (as that term is defined in the FMCA). BIMAL, its officers, employees and agents believe that the information in this material and the sources 
on which it is based (which may be sourced from third parties) are correct as at the date of publication. While every care has been taken in the preparation of this material, no warranty of accuracy or reliability is given and no responsibility 
for the information is accepted by BIMAL, its officers, employees or agents. Except where contrary to law, BIMAL excludes all liability for this information. For Southeast Asia: This document is issued by BlackRock and is intended for the 
exclusive use of any recipient who warrants, by receipt of this material, that such recipient is an institutional investors or professional/sophisticated/qualified/accredited/expert investor as such term may apply under the relevant legislations in 
Southeast Asia (for such purposes, includes only Malaysia, the Philippines, Thailand, Brunei and Indonesia). BlackRock does not hold any regulatory licenses or registrations in Southeast Asia countries listed above and is therefore not licensed 
to conduct any regulated business activity under the relevant laws and regulations as they apply to any entity intending to carry on business in Southeast Asia, nor does BlackRock purport to carry on, any regulated activity in any country in 
Southeast Asia. BlackRock funds, and/or services shall not be offered or sold to any person in any jurisdiction in which such an offer, solicitation, purchase, or sale would be deemed unlawful under the securities laws or any other relevant laws 
of such jurisdiction(s). This material is provided to the recipient on a strictly confidential basis and is intended for informational or educational purposes only. Nothing in this document, directly or indirectly, represents to you that BlackRock will 
provide, or is providing BlackRock products or services to the recipient, or is making available, inviting, or offering for subscription or purchase, or invitation to subscribe for or purchase, or sale, of any BlackRock fund, or interests therein. This 
material neither constitutes an offer to enter into an investment agreement with the recipient of this document, nor is it an invitation to respond to it by making an offer to enter into an investment agreement. The distribution of the information 
contained herein may be restricted by law and any person who accesses it is required to comply with any such restrictions. By reading this information you confirm that you are aware of the laws in your own jurisdiction regarding the provision 
and sale of funds and related financial services or products, and you warrant and represent that you will not pass on or utilize the information contained herein in a manner that could constitute a breach of such laws by BlackRock, its affiliates 
or any other person.

The information provided here is not intended to constitute financial, tax, legal or accounting advice. You should consult your own advisers on such matters. BlackRock does not guarantee the suitability or potential value of any particular 
investment. Investment involves risk including possible loss of principal. International investing involves risks, including risks related to foreign currency, limited liquidity, less government regulation, and the possibility of substantial volatility 
due to adverse political, economic or other developments. These risks are often heightened for investments in emerging/developing markets or smaller. 
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