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Asset Owners Think ESG is Becoming More Material: Survey 
While most asset owners surveyed by Morningstar viewed ESG factors as becoming more material, 39% 
cited concerns about the impact on investment performance as a barrier. 
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Most institutional investors are convinced that environmental, social and governance factors are 
becoming more material to investment outcomes, a new study shows. 

Seventy percent of global asset owners surveyed by Morningstar said ESG has become more material in 
the past five years, including 29% who said it has become much more material. The survey was 
conducted from March through August and included 476 asset owners, including insurers, outsourced 
chief investment officer and multi-manager organizations, family offices, sovereign wealth funds and 
pensions. Sixty-four percent of respondents managed more than $1 billion. 

Heightened public scrutiny has raised the risk posed by omitting ESG factors from portfolio construction, 
said Georges Dyer the co-founder and executive director of the Intentional Endowments Network, a 
coalition of 82 endowments with $125 billion in total assets under management aiming to “advance an 
equitable, low carbon, and regenerative economy.” 

“There's been obviously heightened scrutiny on corporate performance around social equities at all 
levels – at the executive level, in terms of how staff are treated and how diverse teams are,” Dyer said. 
“I think that's being reflected in terms of how the general public and consumers see companies. I think 
there's also potential for higher liability [from] lawsuits or reputational risks for companies that aren't 
managing those issues well.” 

ESG is a means of pricing in risk of public backlash to a company a fund is invested in, said Debra McCoy, 
a partner and global head of capital markets, sustainability and ESG at Bain. 

“Investors tend not to want to invest toward the risk of a negative headline, and our research shows 
that quite clearly,” McCoy said. “But also we think that this idea of creating value is absolutely where 
there's the opportunity for differentiation.” 

Mercer advises clients to consider whether they believe ESG factors can be material to investment 
outcomes, and whether their institution is able to invest in ways that enable them to pursue ethical, 



moral or policy based financial goals within the scope of their fiduciary requirements, said Max 
Messervy, the firm’s head of sustainable investment for the Americas. Clients that want to move ahead 
then must consider how they want those ESG considerations to be expressed within their portfolio. 

The availability of data on ESG factors has shifted asset owners' views on ESG, he added. 

“I think it indicates a shift broadly of sentiment from being skeptical about the potential materiality of 
ESG factors, to this broader acceptance, which I think you're seeing in a number of product launches 
from investment products that are ESG oriented to just the way that asset owners are thinking about 
their allocations,” Messervy said. 

Still, some investors still see reasons to hold back, Morningstar found. Nearly four in 10 respondents to 
the survey cited concerns about the impact on returns as a barrier to ESG investing. Lack of available 
products and client reluctance were other frequently cited obstacles. 

The process of manager selection is the point at which a lot of these barriers come into play, Dyer said. 
Producing research to make the business case that ESG strategies reduce risk can be key to convincing 
stakeholders who are skeptical, he added. 

“The ESG element both adds another level of complexity in terms of evaluating and doing due diligence 
on managers, but also can be another tool for effectively evaluating managers and seeing which ones 
are really thoughtful and which ones they think can have the best results using this information.” 

Evolving Market 

New regulatory standards and increased data availability could create more opportunities to evaluate 
the materiality of ESG factors when assessing investments. 

A separate survey by FTSE Russell, a subsidiary of the London Stock Exchange Group that produces stock 
market indices, found that 72% of institutional asset owners said that “a marketplace with advanced 
climate/sustainability standards” would lead to “improved or more stable long-term returns.” That 
marks an increase from just 56% who said the same in 2021. 

Funds are responding to a trend of more formalized regulations around sustainability factors in the 
European Union and from the U.S. Securities and Exchange Commission, said Sylvain Chateau, global 
head of sustainable investment, product management, benchmarks and indices at the London Stock 
Exchange. While the rules will ultimately raise the bar for industry standards, they pose a risk to funds 
that don’t currently meet those requirements, he said. 

“You had a lot of products that were called sustainable, but they were not challenged in their 
sustainability,” he said. “Now there’s some better framework to determine what is sustainable, and 
what is not,” he said. “That becomes a risk, on the one hand. You see that the perception of reputational 
risk is going lower, but then potentially there is a higher product risk that is going up.” 



While sustainability and governance issues have historically been at the forefront of the ESG debate, 
investors are becoming more interested in social factors as they price in risk associated with public 
scrutiny of corporate actions. 

The portion of respondents naming climate and governance as focus areas fell year over year, while 73% 
of respondents named social themes as a priority in 2022. 

“In the results of this year's study, we see that social risk has really emerged as a key priority for the 
asset owner community,” Chateau said. “I would say the context of high inflation is potentially also 
having a lot of social impacts that asset owners are willing to better understand that would potentially 
think along those lines.” 
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