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The majority of the world’s companies are not aligned with global climate goals…
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Source: Trucost, Bloomberg, Fulcrum Asset Management LLP. MSCI ACWI index used as illustration.
As at 31st January 2022
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…and neither are major global indices
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Even “Paris-Aligned Benchmarks” (PABs) are not on track

Index temperature data as of 4th November 2021: Fulcrum Asset Management

Source: Bloomberg LLP, Trucost

MSCI World: 3.0⁰C MSCI ACWI: 3.1⁰C S&P 500: 2.8⁰C STOXX Europe: 3.3⁰C

Paris-Aligned Benchmarks (PABs)

• Lyxor S&P 500 Climate EU PAB: 2.2⁰C

• Franklin S&P 500 PA ETF: 2.2⁰C

• Lyxor S&P Eurozone EU PAB ETF: 3.1⁰C

• Franklin Stoxx Europe PA ETF: 3.2⁰C

• BNP Low Carbon Europe ETF: 3.4⁰C
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Over the medium term, climate alignment may offer excess returns
The investment opportunity

Source: Fulcrum Asset Management LLP
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So how can investors use rigorous tools to navigate risk, return and impact?
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The investment challenge

Source: ESG for Investors

Investors lack rigorous tools to navigate impact, return and diversification.

So, we are creating them:



Investors and scholars applying ESG information in academic theory and investment practice
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The ESG For Investors (ESGFI) platform

Source: ESG for Investors



So, we created our own
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As investors, we lacked robust tools for ESG integration into our portfolios.

Source: ESG for Investors

ESG for Investors helps maximise risk-adjusted returns and impact.

Investors look to 
generate financial returns

ESG & impact experts 
aim to have an impact 
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Two channels for impact: funding and engagement

Source: ESG for Investors

Companies

Investors

Use capital allocation to reward leaders and 
penalise laggards

Engage to strengthen companies’ sustainability 
strategies

Improve financial and sustainability performance

• “Successful [ESG] engagements are followed by 
positive […] abnormal returns”.

- Dimson et al (2015)

• “We document about 4.1-4.6% increase in annual 
abnormal stock returns at target firms within the 
first two years after the engagement initiation”.

- Dimson et al (2021)

• Review of over 2250 academic studies found 
“overwhelming share” of positive links between 
ESG and financial performance

- Hamburg University & Deutsche AM (2015)

• 0% of studies found negative correlation between 
sustainability & operational performance. 

- Oxford University & Arabesque (2015)
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ESGFI platform addresses both channels

Source: ESG for Investors

Investors

Portfolio optimisers Engagement maximiser

8
material 
factors
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Optimisation in practice

Source: ESG for Investors

Portfolio optimisers Temperature aversion

Helping to translate climate investment beliefs into asset allocation

• Climate outcome not pre-determined

• How much do you care about 
lowering the temperature? 
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Optimisation in practice

Source: ESG for Investors

Portfolio optimisers Temperature targets

Helping to translate climate investment beliefs into asset allocation

• Climate outcome pre-determined

• Given your climate preferences, what 
levels or risk and return are you 
willing to accept? 



The temperature target trade-offs
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Climate optimiser

Source: ESG for Investors

Temperature Expected 
Return

Volatility

Climate-aligned fund 1.5°C *6% *16%

Global equity fund 3°C 6.5% 15%

Transition beta
• Under conservative assumptions (* in the table 

below), how much can I “turn down the heat” 
without there being a significant impact on return 
or volatility? 



Towards transition alpha
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Climate optimiser

Source: ESG for Investors

Temperature Expected 
Return

Volatility

Climate-aligned fund 1.5°C 6.5% 16%

Global equity fund 3°C 6.5% 15%

• Are there areas where lowering the temperature 
can go hand-in-hand with increasing expected 
returns?

Transition alpha
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Summing up – portfolio optimisers

• Portfolio optimisers can help find the efficient frontier between risk, return and impact

• Temperature goals can be an input or an output into the Climate Optimiser for Mainstream Funds

• Modelling can illustrate ‘low regret’ areas, where climate impact does not involve sacrifices in return, and to help stress-test 
investment beliefs (e.g. around ‘transition alpha’)

Approach can be extended to broader impact metrics (see the 3D Optimiser for Dedicated Impact Funds)

Source: ESG for Investors



Investors and companies face a common challenge: what to prioritise?
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Achieving impact through engagement

Source: ESG for Investors

What datapoints exist? What is quantifiable? What is material?

What ESG 
improvements are 

already valued by the 
market?

• c. 500+ ESG variables • c. 90+ numerical variables • 8 key E, S, G variables: 
carbon, water, waste, 
promotion of women, board 
diversity, overboarding, 
board tenure, board size

• Compare with top-scoring 
ESG peers, controlling for 
size, region and industry

The engagement maximiser
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All sectors stand to benefit from improving emissions

Median potential share price gain by sector
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Source: ESG for Investors
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Investors should focus on where they can add the most value
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ESG materiality varies

Source: ESG for Investors

Average potential gain from improving most impactful ESG variables first
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Case study: BASF

Best practices of top 10th percentile companies by industry-relevant ESG metric. 10th decile is used for all metrics, except for board tenure where the optimal average experience is set at 9 years as
suggested by academic literature, and for board size where we use the 25th percentile to mitigate distortions caused by small firms. References to any security are for illustrative purposes only and should
not be taken as a recommendation to invest. Source: ESG for Investors.
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To sum up

• The ESG for Investors platform leverages academic research to illuminate ESG opportunity, rather than risk

• It is free to use and publicly available. 

• The platform can help:

– Asset owners:

• To define and implement an ESG policy

• To bring impact considerations into strategic asset allocation

• To elevate the conversations with consultants and managers

– Asset owners and managers

• To select and prioritise engagement targets and topics

– E.g. 25% average share price upside for focus companies in the Climate Action 100+ initiative*

– Companies:

• To benchmark their own strategies against best practice

– All stakeholders

• To collaborate on raising ESG standards across markets and sectors.

Source: ESG for Investors



Disclaimer
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This material is for your information only and is not intended to be used by anyone
other than you. It is directed at professional clients and eligible counterparties only
and is not intended for retail clients. This is not an offer or solicitation with respect to
the purchase or sale of any security. The material is intended only to facilitate your
discussions with Fulcrum Asset Management as to the opportunities available to our
clients. The given material is subject to change and, although based upon information
which we consider reliable, it is not guaranteed as to accuracy or completeness and it
should not be relied upon as such. The material is not intended to be used as a
general guide to investing, or as a source of any specific investment
recommendations, and makes no implied or express recommendations concerning
the manner in which any client’s account should or would be handled, as appropriate
investment strategies depend upon client’s investment objectives. The price and
value of the investments referred to in this material and the income from them may
go down as well as up and investors may not receive back the amount originally
invested. Past performance is not a guide to future performance. Future returns are
not guaranteed and a loss of principal may occur.

It is the responsibility of any person or persons in possession of this material to
inform themselves of and to observe all applicable laws and regulations of any
relevant jurisdiction. Fulcrum Asset Management does not provide tax advice to its
clients and all investors are strongly advised to consult with their tax advisors
regarding any potential investment. Opinions expressed are our current opinions as
of the date appearing on this material only. Any historical price(s) or value(s) are also
only as of the date indicated. We will endeavor to update on a reasonable basis the
information discussed in this material.

References to market or composite indices, benchmarks or other measures of relative
market performance over a specified period of time ("benchmarks") are provided by
Fulcrum Asset Management for your information purposes only. Investors cannot
invest directly in indices. Indices are typically unmanaged and the figures for the
indices shown herein do not reflect any investment management fees or transaction
expenses. Fulcrum Asset Management does not give any commitment or undertaking
that the performance or risk profile of your account(s) will equal, exceed or track any
benchmark. The composition of the benchmark may not reflect the manner in which
a portfolio is constructed in relation to expected or achieved returns, portfolio
guidelines, restrictions, sectors, correlations, concentrations, volatility or tracking
error targets, all of which are subject to change over time.

Simulated, modeled, or hypothetical performance results may be used and have
certain inherent limitations. Simulated results are hypothetical and do not represent
actual trading, and thus may not reflect material economic and market factors, such
as liquidity constraints, that may have had an impact on actual decision-making.
Simulated results are also achieved through retroactive application of a model
designed with the benefit of hindsight. No representation is being made that any
client will or is likely to achieve results similar to those shown.

Certain funds managed by Fulcrum Asset Management LLP use quantitative models,
where this is the case, Fulcrum Asset Management LLP can and do make discretionary
decisions on a frequent basis and reserves the right to do so at any point.

Certain transactions, including those involving futures, options and high yield securities
and investments in emerging markets may give rise to substantial risk and may not be
suitable for all investors. Foreign currency denominated investments are subject to
fluctuations in exchange rates that could have an adverse effect on the value or price of,
or income derived from, the investment; such investments are also subject to the
possible imposition of exchange control regulations or other laws or restrictions
applicable to such investments. Investments referred to in this material are not
necessarily available in all jurisdictions, may be illiquid and may not be suitable for all
investors. Investors should consider whether an investment is suitable for their
particular circumstances and seek advice from their investment adviser.

For US Investors: Shares in the Fund will not be registered under the Securities Act of
1933, the securities laws of any state or the securities laws of any other jurisdiction, and
the Fund will not be registered under the Investment Company Act of 1940. There is no
public market for the shares, and no such market is expected to develop in the future.
Shares in the Fund may not be sold or transferred except as permitted under the Fund's
articles of association, and unless they are registered under the Securities Act of 1933 or
an exemption from registration thereunder and under any other applicable securities
law registration requirements is available. Accordingly, investors will be required to bear
the financial risks of an investment in the Fund for an extended period of time.

This document 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. In particular this document is not intended for distribution in the United
States or for the account of U.S. persons (as defined in Regulation S under the United
States Securities Act of 1933, as amended (the "Securities Act")) except to persons who
are "qualified purchasers" (as defined in the United States Investment Company Act of
1940, as amended), "accredited investors" (as defined in Rule 501(a) under the
Securities Act) and Qualified Eligible Persons (as defined in Commodity Futures Trading
Commission Regulation 4.7).

This material has been approved for issue in the United Kingdom solely for the purposes
of Section 21 of the Financial Services and Markets Act 2000 by Fulcrum Asset
Management (“Fulcrum”), Marble Arch House, 66 Seymour Street, London W1H 5BT.

Fulcrum Asset Management LLP is authorised and regulated by the Financial Conduct
Authority (No: 230683). © 2022 Fulcrum Asset Management LLP. All rights reserved.


