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What has been the role of ESG during the Covid-19 crisis? 

Challenging markets can provide an opportunity for ESG to 
demonstrate its value. After a historic bull market, the recent 
market fallout provided an opportunity to test the resilience 
of ESG and responsible investment solutions. Although the 
time period has been short and few areas were left unscathed, 
certain ESG-focused or responsible investment strategies 
have weathered the storm and, in many cases, outperformed 
traditional products. For example, studies from Morningstar1 
and MSCI2 have shown that the majority of ESG indices held 
up better than their parent indices during the first quarter. 
Further, many focused responsible investment solutions, 
such as best-in-class ESG or sustainability-themed strategies, 
have demonstrated greater resilience than their traditional 
counterparts. The results are not surprising, and they reinforce 
our responsible investment philosophy and view that ESG 
factors can help manage risk and potentially generate long-
term value.  

How can ESG factors help manage risk holistically 
throughout a portfolio? 

In a downturn, whether it’s caused by Covid-19 or anything 
else, you will generally find that the companies that are 
better at managing their business’ risk will outperform their 
peers. The crisis highlights the ability of ESG factors to help 
us better understand corporate resilience to shocks. After all, 
risk management is at the heart of ESG integration practices. 
Material ESG topics have an impact on the bottom line and on 
the financial performance of corporate issuers. 

ESG is often a very good proxy for quality of management, 
which is critically important in a crisis. As we’ve seen over the 
last few months, businesses with high-quality leadership tend 
to place a greater importance on their role in society and are 
more likely to prioritize workplace safety and employee well-
being. 

At the same time Covid-19 is giving us a glimpse of what 
markets look like when stranded assets are recognized. We 
experienced a demonstration when oil was literally stranded, 
albeit briefly, with insufficient storage capacity, driving 
futures into negative territory. Was that a market blip due to 
unforeseen demand collapse and a glut caused by geopolitical 
issues? Sure, but it also highlighted the financial materiality of 
ESG issues, and makes you wonder if many more such shocks 
might be in store. Are we spending enough time on analyzing 
and quantifying this risk?

In short, a company’s ability to navigate environmental and 
societal disruptions, combined with governance practices, can 
have a profound effect on its ability to mitigate downside risk 
and create long-term value. 

How can ESG also help uncover opportunities and 
potentially create long-term value? 

A focus on companies with stronger ESG practices or a 
focus on sustainable products and services can present 
opportunities to generate upside potential. For example, 
companies focused on solving pressing sustainability issues 
through the products and services they sell may benefit by 
retaining or attracting customers, driving revenue growth, 
and generating lower operating costs. As a result, these 
companies may be more likely to produce sustainable cash 
flows and more resilient business models over the long term. 
This may sound straightforward in theory, but in practice, ESG 
integration and responsible investing requires a robust, multi-
faceted investment framework to uncover these opportunities.

1https://www.morningstar.com/insights/2020/04/06/how-did-esg-indexes-fare 
2https://www.msci.com/www/blog-posts/msci-esg-indexes-during-
the/01781235361

Key Takeaways

• During market turmoil, ESG criteria can help identify risk factors and evaluate corporate resilience, stranded asset risk and
management quality.

• Investing in companies with stronger ESG practices or alignment with sustainable themes can lead to more resilient
portfolios during a downturn.

• ESG and responsible investing momentum is likely to continue as companies strive to serve various stakeholders and
investors seek to effect measurable positive change.

The crisis highlights the ability of ESG factors to 
help us better understand corporate resilience 
to shocks. 

https://www.aegonassetmanagement.com/us/thought-leadership/blog/credit-research/sustainable-investment-opportunities-within-fixed-income/
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How have responsible investment strategies held up 
during the Covid-19 crisis?

Broadly speaking, we’ve observed that companies with 
stronger ESG practices have generally demonstrated greater 
resilience during the recent downturn. For example, within 
our High Yield ESG strategy, we’ve found that positive ESG 
screening used in a best-in-class approach can help lessen 
the exposure to downside risk and potentially generate 
outperformance versus the benchmark.  

We’re also finding that a sustainability-themed approach 
to fixed income may be beneficial during a downturn. While 
we’d be remiss to make blanket statements at this point, 
certain companies and sectors are positioned to emerge as 
winners and losers. Many companies with a greater focus 
on sustainability, such as technology and healthcare, have 
weathered the short-term downturn relatively well. By 
contrast, industries with weaker sustainability profiles, such as 
energy and leisure, which are important pieces of the global 
economy, have suffered greatly. This is to be expected – when 
the chips are down, consumers are likely to focus on what 
really matters. While many unknowns remain, we remain 
convinced that sustainability is a secular trend that will extend 
well beyond the crisis.

Finally, the current crisis presents an excellent opportunity 
to crystalize our view of good ESG management. Some 
companies previously thought to be leading in terms of 
policies and management systems may well demonstrate 
rather poor ESG performance – and vice versa. We are closely 
monitoring how companies – especially those seeking bailouts 
– are managing employee health and safety, as well as 
governance actions.

What are the essential elements of an ESG integration 
framework?

We believe it’s critical to develop a holistic ESG opinion that is 
integrated with your financial analysis and aligned with your 
firm’s in-house view of the world. Many ESG issues are open 
to interpretation, and this is reflected in the lack of correlation 
between the various third-party ESG scores and ratings. Rather 
than look at the lack of correlation in third-party ESG data as a 
hindrance, we see it as an opportunity for active managers like 

us to demonstrate the value of a proprietary ESG approach. By 
looking at multiple ESG data sources, we are able to identify 
inherent biases, weigh different approaches and synthesize a 
more holistic view of the issuer’s ESG profile. 

What does asset management look like in a post-
pandemic world? Do you think we are at a tipping point 
for ESG?

We firmly believe that the asset management industry will 
emerge from the crisis with a greater sense of responsibility. 
As stewards of clients’ capital, we focus on managing capital 
responsibly in an effort to pursue competitive long-term  
returns in a world where the air is still breathable, the water 
is drinkable, and the streets are safe. Covid-19 highlights this 
fundamental responsibility.  

When we look back on this year, it may be viewed as an 
unprecedented period when ESG was put to the test and 
demonstrated its potential value. In that sense, we believe 
we may have already moved beyond the ESG tipping point. 
ESG integration is generally becoming the norm and investors 
are increasingly placing greater importance on responsible 
investing. Crises often accelerate or accentuate existing 
trends – from that perspective, ESG is positioned to become an 
avalanche.

Looking ahead, we expect companies will place a greater 
importance on serving the needs of various stakeholders 
– customers, employees, shareholders, suppliers, and local 
communities – as they strive to go beyond delivering financial 
returns to shareholders. Within asset management, the 
conversation may shift from “returns” to “impact” as investors 
increasingly aspire to use their capital to effect measurable 
positive change. 

...we’ve observed that companies with stronger 
ESG practices have generally demonstrated 
greater resiliency during the recent downturn.

Looking ahead, we expect companies will place 
a greater importance on serving the needs of 
various stakeholders 

https://www.aegonassetmanagement.com/us/strategies--solutions/high-yield-and-bank-loans-strategies/high-yield-ESG/
https://www.aegonassetmanagement.com/us/strategies--solutions/responsible-investing/sustainable-fixed-income/
https://www.aegonassetmanagement.com/us/thought-leadership/blog/responsible-investing/evaluating-sustainable-winners--losers-of-the-covid-19/
https://www.aegonassetmanagement.com/us/thought-leadership/blog/responsible-investing/the-sustainability-domino-effect-four-factors-reshaping-markets/
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Past performance is not a guide to future performance. All 
investments contain risk and may lose value. Responsible 
investing is qualitative and subjective by nature, and there is 
no guarantee that the criteria utilized, or judgement exercised, 
by any company of Aegon Asset Management will reflect the 
beliefs or values of any one particular investor. Responsible 
investing norms differ by region. There is no assurance that 
the responsible investing strategy and techniques employed 
will be successful. Investors should consult their investment 
professional prior to making an investment decision.

This document contains "forward-looking statements" which 
are based on Aegon AM's beliefs, as well as on a number of 
assumptions concerning future events, based on information 
currently available. These statements involve certain risks, 
uncertainties and assumptions which are difficult to predict. 
Consequently, such statements cannot be guarantees of 
future performance, and actual outcomes and returns may 
differ materially from statements set forth herein. 

The following Aegon affiliates are collectively referred to 
herein as Aegon Asset Management: Aegon USA Investment 
Management, LLC (Aegon AM US), Aegon USA Realty 
Advisors, LLC (Aegon RA), Kames Capital plc (Kames), and 
Aegon Investment Management B.V. (AIM). Each of these 
Aegon Asset Management entities is a wholly owned 
subsidiary of Aegon N.V.

Kames Capital plc is authorised and regulated by the Financial 
Conduct Authority (FRN: 144267) and is additionally a 
registered investment adviser with the United States (US) 
Securities and Exchange Commission (SEC). Aegon Investment 
Management B.V. is registered with the Netherlands Authority 
for the Financial Markets as a licensed fund management 
company. On the basis of its fund management license Aegon 
Investment Management B.V. is also authorized to provide 
individual portfolio management and advisory services in 
certain jurisdictions. Aegon USA Investment Management, LLC 
and Aegon USA Realty Advisors, LLC are both US SEC 
registered investment advisers.  Aegon Asset Management US 
is also registered as a Commodity Trading Advisor (CTA) with 
the Commodity Futures Trading Commission (CFTC) and is a 
member of the National Futures Association (NFA). 

Recipient shall not distribute, publish, sell, license or otherwise 
create derivative works using any of the content of this report 
without the prior written consent. ©2020. 
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Disclosures
The archived content contains information that is historical in 
nature and may be outdated. This material is provided for 
informational purposes only and should not be relied upon for 
investment decisions.

This material is provided by Aegon Asset Management (Aegon 
AM) as general information and is intended exclusively for 
institutional and wholesale investors, as well as professional 
clients (as defined by local laws and regulation) and other 
Aegon AM stakeholders. 

This document is for informational purposes only in connection 
with the marketing and advertising of products and services, 
and is not investment research, advice or a recommendation. It 
shall not constitute an offer to sell or the solicitation to buy 
any investment nor shall any offer of products or services be 
made to any person in any jurisdiction where unlawful or 
unauthorized. Any opinions, estimates, or forecasts expressed 
are the current views of the author(s) at the time of publication 
and are subject to change without notice. The research taken 
into account in this document may or may not have been used 
for or be consistent with all Aegon Asset Management 
investment strategies. References to securities, asset classes 
and financial markets are included for illustrative purposes 
only and should not be relied upon to assist or inform the 
making of any investment decisions.

The information contained in this material does not take 
into account any investor's investment objectives, particular 
needs, or financial situation. It should not be considered a 
comprehensive statement on any matter and should not 
be relied upon as such. Nothing in this material constitutes 
investment, legal, accounting or tax advice, or a representation 
that any investment or strategy is suitable or appropriate 
to any particular investor. Reliance upon information in this 
material is at the sole discretion of the recipient. Investors 
should consult their investment professional prior to making 
an investment decision. Aegon Asset Management is under no 
obligation, expressed or implied, to update the information 
contained herein. Neither Aegon Asset Management nor any 
of its affiliated entities are undertaking to provide impartial 
investment advice or give advice in a fiduciary capacity 
for purposes of any applicable US federal or state law or 
regulation. By receiving this communication, you agree with the 
intended purpose described above.

Contact us: aegoninvestments.com

Related literature
Evaluating Sustainable Winners & Loser of the Covid-19 Crisis
Aegon Asset Management Responsible Investment Report 2019

https://www.aegonassetmanagement.com/en/us/
https://www.aegonassetmanagement.com/us/thought-leadership/blog/responsible-investing/evaluating-sustainable-winners--losers-of-the-covid-19/
https://www.aegonassetmanagement.com/us/thought-leadership/blog/responsible-investing/aegon-asset-management-responsible-investment-report-2019/



