Capital at risk. The value of investments and the income from them can fall as well as rise and are not guaranteed.
Investors may not get back the amount originally invested.

ESG Integration:
Making sustainability-integrated portfolio management our new
standard
In January 2020, BlackRock committed to putting sustainability at the center of our investment process, based on
the conviction that integrating sustainability-related information into the investment process can help our
portfolio managers manage risk and make better informed investment decisions.
Central to that commitment was a new focus on how investment teams are using sustainability-related insights to
inform portfolio management across our active investment platform. Because we believe that climate risk and
sustainability risk are investment risks, BlackRock’s active portfolio managers seek to understand how they can use
environmental, social, and governance (ESG) data as a lens to identify new risks and opportunities, and to build
more resilient and better performing portfolios. We call this practice “ESG integration”, or simply, “integration”.
BlackRock is a global and diversified asset manager and serves clients with a range of investment objectives and
beliefs. As such, our approach to ESG integration focuses on identifying financially material sustainability
insights – those that we believe may impact a portfolio’s financial performance - and including those insights
into the broader mix of traditional financial information used to manage that portfolio. BlackRock integrates
ESG considerations across our full investment platform. This means that for all of BlackRock’s actively-managed
assets under management (AUM)1 - where portfolio managers are making decisions about security selection to
meet an investment objective - BlackRock’s portfolio managers are accountable for appropriately managing
exposure to ESG risks and documenting how sustainability considerations are used in investment decisionmaking. In index strategies – where the investment objective is to replicate a specified benchmark - ESG
integration is achieved through stewardship and engagement practices and transparent reporting of sustainability
characteristics.
Our focus on using financially material ESG information as a lens to identify additional risks and opportunities is
consistent with approaches taken by leading industry groups including the Principles for Responsible Investing
(“PRI”) and the Investment Company Institute. It also helps to make the investment value of sustainability-related
data and insights intuitive for investment teams, and provides a clear guiding principle for all portfolio managers
that is well-aligned with their core business objective of understanding all relevant information about their
portfolio holdings.
How sustainability considerations are sourced, assessed and incorporated will vary with portfolio objective,
investment style and asset class – but all active investment teams follow the same principles in their approach
to ESG integration: this includes regularly reviewing exposure to ESG risks, using a breadth of sustainabilityrelated data and analytics to develop investment-relevant insights, and providing transparency around how
sustainability-related information informs portfolio management practices.

Two key characteristics of this approach:
It is important to note that ESG integration is distinct from the
development of sustainable products – the latter focuses on
providing a financial outcome alongside or through a stated
sustainability related objective. ESG integration has a single
objective: improving financial performance in a portfolio using
financially-material sustainability information as a tool to
identify new risks and opportunities. As such, we believe that
ESG integration is an important tool that can help investment
teams manage negative externalities (including for strategies
with sustainable objectives).

1

ESG Integration does not imply a “greening” of all portfolios or
divestment from certain categories of assets – though over
time, we believe that ESG integrated portfolios investing for the
long term will, on average, reflect more positive sustainability
characteristics. It does require, however, that exposure to ESG
risks is deliberate, and consistent with a portfolio’s objectives.
BlackRock believes this will lead to more informed investment
decisions, and better outcomes for clients.
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Our approach and learnings
The “value”
thesis around
integration is
ascendant

Whereas sustainable investing has
historically been perceived as a positive
externality — focusing on values
alignment, social impact or reduction of
environmental harm — portfolio managers
are now using sustainability-related
information to identify exposure to risk
and help pursue improved riskperformance profiles. Macro trends,
regulatory developments, standards of
disclosure and shifting consumer
sentiment are amplifying the impact of
sustainability considerations on portfolio
performance.

ESG
integration
must reflect
the unique
characteristics
of an
investment
strategy

Different asset classes require different
data and tools to apply heightened
scrutiny, assess materiality and make
meaningful differentiation among issuers
and assets. ESG integration also requires
a constant reassessment of priorities: a
key learning from implementing
BlackRock’s ESG integration program was
that while some market drivers (like the
transition to a lower carbon economy) are
observable over a long time-horizon, other
disruptions (such as acute natural
disaster events) happen more quickly and
have very different implications for market
participants and investment performance.

We believe
that a wellexecuted ESG
integration is
an essential
component of
sound portfolio
management

We believe that a well-executed ESG
integration program provides a structured
approach for active portfolio managers to
assess whether and how sustainabilityrelated market considerations impact risk
or relative pricing of specific assets within
a sector or portfolio and enable them to
respond to this information in the context
of their investment process. Our portfolio
managers’ experiences
reinforce that these performance drivers
can be as relevant in traditional
investment portfolios as in portfolios with
a sustainable objective.

A principlesbased
approach
simultaneously
allows for
alignment and
innovation

BlackRock’s approach focuses on three
principles:
1. Defining a value-based investment
thesis for sustainability integration
2. Understanding baseline practices
and capabilities
3. Delivering on our investment thesis,
with a focus on a structured
investment process, developing
financially relevant sustainability
insights, and providing transparency
into our integration approach

Delivering on ESG integration for our clients
•

As of December 2020, BlackRock has published strategy-level ESG integration statements for products
across the active investment platform. These statements describe how and when in the investment
process portfolio managers assess and incorporate sustainability-related considerations, consistent with
the strategy objectives and the specific asset class and investment style. These statements are included on
product pages globally.2 Portfolio sustainability characteristics are also published for retail funds globally
to provide additional transparency to our clients.

•

ESG risk analysis is now embedded in 100% of regular portfolio risk reviews between BlackRock’s Risk
and Quantitative Analysis group (RQA) and portfolio management teams, as well as Chief Investment
Officer (CIO)-led portfolio reviews. This means that sustainability-related risks are considered in the same
structured investment risk management process as traditional risks like credit or liquidity risk. CIO reviews
provide additional oversight of investment process and portfolio risk and performance across active
strategies.

•

We have dramatically expanded the ESG data available to our portfolio managers as part of the core
portfolio management and risk management platform, Aladdin. More than 1200 key performance
indicators3 are now available to portfolio managers in Aladdin from third-party data providers; BlackRock’s
internal sustainability research framework scoring is also available alongside third-party ESG scores in
core portfolio management tools. Across our Aladdin environment, BlackRock is using data from more than
a dozen sustainability data providers as well as a range of innovative models and tools that help shape
sustainability-driven investment insights.

Risk Warnings
2
3

As applicable and consistent with local regulations.
As of December 2020.
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Capital at risk. The value of investments and the income from them can fall as well as rise and are not guaranteed.
Investors may not get back the amount originally invested.
Past performance is not a reliable indicator of current or future results and should not be the sole factor of
consideration when selecting a product or strategy.
Changes in the rates of exchange between currencies may cause the value of investments to diminish or increase.
Fluctuation may be particularly marked in the case of a higher volatility f und and the value of an investment may
fall suddenly and substantially. Levels and basis of taxation may change from time to time.
Important Information
Issued by BlackRock Investment Management (UK) Limited, authorised and regulated by the Financial Conduct
Authority. Registered office: 12 Throgmorton Avenue, London, EC2N 2DL. Tel: + 44 (0)20 7743 3000. Registered in
England and Wales No. 02020394. For your protection telephone calls are usually recorded. Please refer to the
Financial Conduct Authority website for a list of authorised activities conducted by BlackRock.
Any research in this document has been procured and may have been acted on by BlackRock for its own purpose.
The results of such research are being made available only incidentally. The vi ews expressed do not constitute
investment or any other advice and are subject to change. They do not necessarily reflect the views of any company
in the BlackRock Group or any part thereof and no assurances are made as to their accuracy.
This document is for information purposes only and does not constitute an offer or invitation to anyone to invest in
any BlackRock funds and has not been prepared in connection with any such offer.
In the U.S. and Canada, this material is intended for public distribution.
© 2021 BlackRock, Inc. All Rights reserved. BLACKROCK, BLACKROCK SOLUTIONS, iSHARES, BUILD ON
BLACKROCK and SO WHAT DO I DO WITH MY MONEY are trademarks of BlackRock, Inc. or its subsidiaries in the
United States and elsewhere. All other trademarks are those of their respective owners.
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