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While markets have experienced divergence and uncertainty in the first half of 2023, 
environmental, social and governance, or ESG-oriented investing has continued to 
evolve.  Top takeaways for investors interested in positioning their portfolios for long-
term ESG-related return opportunities include:  

1. Investment opportunities in transition & adaptation as transition plans are 
implemented and efforts to establish climate resilience increase

2.	Taking a sector approach to invest in biodiversity such as on agrifood & water
3.	Customizing strategies for different investor objectives through investment-led

processes, ETFs and impact investing opportunities
4.	Regulations enhancing investment processes as the International Sustainability 

Standards Board (ISSB) and regulations on ESG data could enhance baseline of 
sustainability disclosures allowing investors to make more informed decisions

ESG thematic opportunities: investing in climate & nature

ESG as good investment process

Investment opportunities in transition 
& adaptation

Transition & Climate Solutions Adaptation
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Agriculture, Food, Water

Taking a sector approach to 
invest in biodiversity

Customizing strategies for di�erent 
investor objectives
• Investment-led Integration & stewardship
• Broadening approaches- ETF, impact

Regulations enhancing investment 
processes
• ISSB rollout
• Refining approaches to SFDR
• ESG data in focus
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Source: Invesco, for illustrative purposes only.  SFDR- Sustainable Finance Disclosures Regulation 
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Transition: 2022 saw increasing number of investors focusing on transition driven by 
regulatory developments (FCA SDR “Improvers” Label1, launch of UK Transition Plan 
Taskforce2, G20 Transition Framework3) alongside a macroeconomic shift to quality and 
value. Challenges relating to defining transition, credible transition plans, and reliability of 
data remain. The underlying investment thesis is twofold:

• High-emitting sectors demonstrating transition leadership can capture potential 
valuation upside with the pricing in of carbon and productivity gains from green 
technology while also creating multiplier effects on downstream sectors that can 
benefit from upstream’ s technology adoption. This can be assessed by forward 
looking assessments on progress and plans. Invesco’s partnership with Tsinghua 
University Centre for Green Finance Research provides an investment framework for
analyzing transition through disclosures, emissions analysis, industry pathways and 
green revenues.

• Return opportunities exist in climate solutions and technologies that benefit from 
broader adoption and scaling up due to decarbonization of high-emitting sectors.

Adaptation: Adaptation is front-and-center, driven by COP27’s launch of its Adaptation 
Agenda4 and the anticipation of El Nino in 20235. though financing gaps remain6 and 
greater standardization is required. The investment thesis centers on anticipation of an 
uptick in adaptation financing demand as more governments and corporates invest in 
projects to increase resilience to better manage physical risks in the longer-term.
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1. FCA SDR Consultation CP22/20: Sustainability Disclosure Requirements (SDR) and investment labels (fca.org.uk)
2. HM Treasury Transition Plan Taskforce Transition Plan Taskforce | Setting a robust standard 
(transitiontaskforce.net)
3. G20 Transition Finance g20sfwg.org/wp-content/uploads/2022/10/2022-G20-Sustainable-Finance-
Report-2.pdf
4. UNFCCC COP27 Presidency launches Adaptation Agenda to build climate resilience for 4 billion by 2030 - Climate 
Champions (unfccc.int)
5. BBC The high cost of an El Niño in 2023 - BBC Future
6. Climate Policy Initiative https://www.climatepolicyinitiative.org/publication/global-landscape-of-climate- 
finance-2012/
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Transition Adaptation

Increasing global demand for adaptation financing to better build 
resilience and manage physical risks & other long-term liabilities

Carbon prices & broader climate risks creating potential upside for 
early transition leadership in traditional sectors

Ave Scope 1/2 Carbon Price EBITDA 
Impact for EU CDP Reporting 
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CO2 emissions by sector, 2019-2050 
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Agriculture &
Food Security

Water Collection 
& Management

Nature-based
solutions

Terrestrial & 
Aquatic Biodiversity

Urban 
Infrastructure

Transition framework:
to evaluate on transition 
alignment and progress

Data capabilities:
Underlying data and 
analytic tools aligned 

with transition framework

Engagement approach: 
engagement approach and 
sector pathways to assess 

transition progress

Data & Engagement 
data analytics and 

engagement to support 
impact outcomes

Partnerships
on capacity building and 
identifying opportunities

Impact framework 
evaluate & quantify 
impact opportunity 

and outcomes

Source: Bernstein Putting a price on carbon; Energy Tracker; IPCC WGIII AR6; IEA; UNEP Adaptation Gap Report 
(Adaptation Gap Report 2022 | UNEP - UN Environment Programme); Past performance is not a guarantee of future 
results.

1.	
Investment 	opportunities 
in transition & adaptation

Thematic Opportunities: 
How can investors be investing for climate and nature?
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• ESG ETFs: Global ESG ETFs have been gaining share of overall ETF AUM across regions8 
providing increased choice for meeting diverse ESG and other investment preferences 
(such as additional weighting or on tracking error) of investors.

• Impact investing: Growth in interest in impact investing9 segment is driven by
institutional investors and next-generation High Net Worth individual investors seeking 
deeper ESG outcomes.

Regulations are evolving quickly, no longer just a checklist but on how it helps deepens 
investors’ approaches and processes for sustainable investing:

• International Sustainability Standards Board (ISSB) Rollout: All eyes are on finalized
standards10 that are targeted to take effect in 2024 and adoption by different exchanges 
and regulators. Regions like Japan11 and Hong Kong12 have publicly announced plans on 
proposed adoption.

• Refining approaches to SFDR: Investors are moving beyond looking at labels or
classifications to assessing investment managers’ process strength. Whether it’s on 
“sustainable investments” or in deciding between “Article 8 vs Article 9”, the underlying 
process of how an investor meets requirements and discloses relevant information 
becomes more important with more investors expected to ask deeper questions. 

• Use of ESG data: We observe increasing regulatory momentum on guidance for ESG
ratings and data providers (across UK, Japan, India, Singapore)

7. TNFD TNFD final draft proposes a ‘Scopes’ approach for nature - ESG Clarity
8. ESG Clarity ESG ETF assets will once again double in 2022 - ESG Clarity
9. Invesco Analysis - ESG and impact investing in Asia
10. Thomson Reuters Global Baseline of Climate and Sustainability Disclosure Rules to Take Effect Next Year

(thomsonreuters.com)
11. ESGInvestor Japan Sets ISSB Timeline – ESG Investor
12. HKEX Exchange Publishes Consultation Paper on Enhancement of Climate Disclosure under its ESG Framework 

(hkex.com.hk)

3.	
Customizing strategies 
for different investor 
objectives

4.	
Regulations enhancing 
investment processes

Investment process: 
How can information about ESG factors enhance 
investment processes?

Investment-led process: 2022 saw global discourse on the role of ESG-related elements 
in investing. Correspondingly, approaches to considering financially material ESG factors 
or risks have evolved to enhance investment processes for generating long-term returns. 
Drivers of return may come from using ESG factors to quantify material financial risks and 
opportunities. Stewardship and active ownership may be tools for issuer dialogue on ESG 
factors affecting shareholder returns.

Broadening approaches: The expanding range of ESG investing strategies can cater to 
increasing breadth of investor objectives:

Attention to nature grew with global developments such as the Taskforce on Nature-
related Financial Disclosures (TNFD) releases of draft standards7 and Kunming-Montreal 
Global Biodiversity Framework. Existing challenges exist in having aggregable metrics and 
that biodiversity is highly localized and context specific. Investors’ ability to take a sector-
based thematic approach is key. We see specific opportunities in:

•	 Agriculture and Food: Agriculture’s high dependency on nature and increasing risks
in food security provide investment opportunities from precision agriculture to
alternative protein.  Invesco has conducted industry investment research with Farm 
Animal Investment Risk and Return (FAIRR) on investing in agrifood sectors and on 
protein producer data. 

•	 Water: Investment opportunities across water supply chain arise from this broader
thematic relating to both clean water availability and blue economy impact such as 
on fishing industries and aquatic biodiversity. Specific opportunities include water 
infrastructure like drainage systems, water treatment & sanitation, water equipment 
(like pumps).

2. 
Taking a sector approach 
to invest in biodiversity
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Looking Ahead: Focus on positioning
As markets face short-term uncertainty and pressure, the current market environment 
provides investors with an opportunity to consider their longer-term positioning. 
Sustainable investing offers both thematic opportunities and quality of process for 
investors to be best positioned for value creation and risk management.
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Investment risks
The value of investments and any income will fluctuate (this may partly be the result of exchange rate 
fluctuations) and investors may not get back the full amount invested.

When investing in less developed countries, you should be prepared to accept significantly large 
fluctuations in value.

Investment in certain securities listed in China can involve significant regulatory constraints that may 
affect liquidity and/or investment performance.

Important  information
This document is for Professional Clients only in Dubai, Jersey, Guernsey, the Isle of Man, Continental Europe 
(as defined below) and the UK; for Institutional Investors only in the United States; for Professional/
Qualified/Sophisticated Investors in Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the United Arab 
Emirates; for Sophisticated or Professional Investors in Australia; in New Zealand for wholesale investors (as 
defined in the Financial Markets Conduct Act); for Professional Investors in Hong Kong; for Qualified 
Institutional Investors in Japan; in Taiwan for Qualified Institutions/Sophisticated Investors; in Singapore for 
Institutional/Accredited Investors; for Qualified Institutional Investors and/or certain specific institutional 
investors in Thailand; for certain specific sovereign wealth funds and/or Qualified Domestic Institutional 
Investors approved by local regulators only in the People’s Republic of China; for certain specific 
institutional investors in Malaysia upon request; for certain specific institutional investors in Brunei; for 
Qualified Professional Investors in Korea; for certain specific institutional investors in Indonesia; for qualified 
buyers in Philippines for informational purposes only; in Canada, this document is restricted to i) accredited 
investors and ii) permitted clients as defined under National Instrument 45-106 and 31-103 respectively. It is 
not intended for and should not be distributed to or relied upon by the public or retail investors. Please do 
not redistribute this document.

The publication is marketing material and is not intended as a recommendation to invest in any particular 
asset class, security, or strategy. Regulatory requirements that require impartiality of investment/
investment strategy recommendations are therefore not applicable nor are any prohibitions to trade 
before publication. The information provided is for illustrative purposes only, it should not be relied upon 
as recommendations to buy or sell securities.

By accepting this document, you consent to communicate with us in English, unless you inform us 
otherwise.

For the distribution of this document, Continental Europe is defined as Austria, Belgium, Denmark, Finland, 
France, Germany, Greece, Italy, Ireland, Luxembourg, Netherlands, Norway, Portugal, Spain, Sweden, and 
Switzerland.

All articles in this publication are written, unless otherwise stated, by Invesco professionals. The opinions 
expressed are those of the author or Invesco, are based upon current market conditions and are subject to 
change without notice. This publication does not form part of any prospectus. This publication contains 
general information only and does not take into account individual objectives, taxation position or financial 
needs. Nor does this constitute a recommendation of the suitability of any investment strategy for a 
particular investor.

Neither Invesco Ltd. nor any of its member companies guarantee the return of capital, distribution of 
income or the performance of any fund or strategy. Past performance is not a guide to future returns.

This publication is not an invitation to subscribe for shares in a fund nor is it to be construed as an offer 
to buy or sell any financial instruments. As with all investments, there are associated inherent risks. This 
publication is by way of information only. This document has been prepared only for those persons to 
whom Invesco has provided it. It should not be relied upon by anyone else and you may only reproduce, 
circulate and use this document (or any part of it) with the consent of Invesco. Asset management 
services are provided by Invesco in accordance with appropriate local legislation and regulations.

Certain products mentioned are available via other affiliated entities. Not all products are available in all 
jurisdictions.

August, 2023



– in Hong Kong by Invesco Hong Kong Limited景順投資管理有限公司, 45/F, Jardine House,
1 Connaught Place, Central, Hong Kong. This document has not been reviewed by the Securities and 
Futures Commission.

– in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01 Republic Plaza, 
Singapore 048619.

– in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-045-066). 
Invesco Taiwan Limited is operated and managed independently.

– in Japan by Invesco Asset Management (Japan) Limited, Roppongi Hills Mori Tower 14F, 6-10-1 
Roppongi, Minato-ku, Tokyo 106-6114; Registration Number: The Director- General of Kanto Local 
Finance Bureau (Kin-sho) 306; Member of the Investment Trusts Association, Japan and the Japan 
Investment Advisers Association.

– in Australia by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 333 Collins Street, 
Melbourne, Victoria, 3000, Australia which holds an Australian Financial Services Licence number 
239916.

This document has been prepared only for those persons to whom Invesco has provided it. It should not be 
relied upon by anyone else. Information contained in this document may not have been prepared or tailored 
for an Australian audience and does not constitute an offer of a financial product in Australia. You may only 
reproduce, circulate and use this document (or any part of it) with the consent of Invesco.

The information in this document has been prepared without taking into account any investor’s investment 
objectives, financial situation or particular needs. Before acting on the information the investor should 
consider its appropriateness having regard to their investment objectives, financial situation and needs.

You should note that this information:
– may contain references to dollar amounts which are not Australian dollars;
– may contain financial information which is not prepared in accordance with Australian law or practices;
– may not address risks associated with investment in foreign currency denominated investments; and
– does not address Australian tax issues.

– in New Zealand by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 333 Collins Street, 
Melbourne, Victoria, 3000, Australia which holds an Australian Financial Services Licence number 
239916.

This document is issued only to wholesale investors (as defined in the Financial Markets Conduct Act) in 
New Zealand to whom disclosure is not required under Part 3 of the Financial Markets Conduct Act. This 
document has been prepared only for those persons to whom it has been provided by Invesco. 

It should not be relied upon by anyone else and must not be distributed to members of the public in New 
Zealand. Information contained in this document may not have been prepared or tailored for a New Zealand 
audience. You may only reproduce, circulate and use this document (or any part of it) with the consent of 
Invesco. This document does not constitute and should not be construed as an offer of, invitation or 
proposal to make an offer for, recommendation to apply for, an opinion or guidance on Interests to 
members of the public in New Zealand. Applications or any requests for information from persons who are 
members of the public in New Zealand will not be accepted.
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–  in the United States by Invesco Advisers, Inc., 1331 Spring Street NW, Suite 2500, Atlanta, GA 30309, 
USA.

– in Canada by Invesco Canada Ltd. 120 Bloor Street East, Suite 700, Toronto, Ontario M4W 1B7.

– in Austria and Germany by Invesco Asset Management Deutschland GmbH, An der Welle 5, 60322 
Frankfurt am Main, Germany.

– in Belgium, Denmark, Finland, France, Greece, Italy, Ireland, Luxembourg, Netherlands, Norway, 
Portugal, Spain and Sweden by Invesco Management S.A., President Building, 37A Avenue JF Kennedy, 
L-1855 Luxembourg, regulated by the Commission de Surveillance du Secteur Financier, Luxembourg.

– in Dubai by Invesco Asset Management Limited, Index Tower Level 6 - Unit 616, P.O. Box 506599, Al 
Mustaqbal Street, DIFC, Dubai, United Arab Emirates. Regulated by the Dubai Financial Services Authority.

– in the Isle of Man, Jersey, Guernsey and the UK by Invesco Asset Management Limited, Perpetual Park, 
Perpetual Park Drive, Henley-on-Thames, Oxfordshire, RG9 1HH, United Kingdom. Authorised and 
regulated by the Financial Conduct Authority.

– in Switzerland by Invesco Asset Management (Schweiz) AG, Talacker 34, 8001 Zurich, Switzerland.
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