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The Topic of This Month

“ESG investment” comes under the spotlight

“ESG investment” approaches that seek not only financial returns but environmental/ social
gains and good governance soared in popularity in recent years amid the spread of belief that
companies with good ESG records can contribute to social development and achieve
sustainable growths in the future. ESG investing is also expanding in Japan with an increase in
the amount of investment trusts for retail investors.

“ESG” is a key theme for asset managers in the world

“ESG_funds” decide their investment decisions not only through conventional financial

information__but according to non-financial factors such as _environmental, social and
governance principles. They try to eliminate potential risks and secure long-term returns in
turn by selecting companies that operate their businesses with consideration for society and
environment, implement good governance and are expected to achieve sustainable growth.
“ESG investment” started to prevail particularly among institutional investors in the western
world since the United Nations advocated the Principles for Responsible Investment (PRI) in
2006. In Japan, too, it has been expanding since Government Pension Investment Fund (GPIF)
signed the PRI in 2015. “ESG Investment” is now a key theme for asset managers across the
world.

Expansion of “ESG investment” in Japan

According to EPFR Global, the US financial intelligence company, an inflow of money into global
ESG-focused equity funds has been increasing since 2019, with the cumulative investment
value from the end of 2017 to 29 July 2020 surpassing USD150 billion (approximately JPY16
trillion). The inflow of money into domestic ESG-focused equity funds is also surging at the
moment with relevant investment trusts newly launched. The trend of expansion in ESG
investment is seen not only among institutional investors but also among retail investors.

“ESG investment” grabs the spotlight amid pandemic

While we are required to find a new lifestyle in the wake of the coronavirus pandemic, “ESG
funds” that invest in companies that give consideration to society and environment and achieve
sustainable growths at the same time, are drawing renewed attention. Green recovery plans
that combine economic recoveries with efforts against global warming are burgeoning as a
policy for the post-coronavirus period mainly in Europe. Companies which promote
homeworking to prevent virus infection and provide comfortable ways of working to employees
should be able to secure human resources and long-term growths. Japan lagged behind in
“ESG investment” so far, but we now finally see signs of its prevalence.
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