
The past few weeks has seen a senior academic, a prominent UK 
politician, and a high-profile hedge fund manager all variously 
pronouncing the death of ESG. To paraphrase Mark Twain following the 
premature publication of his obituary, reports of ESG’s demise are greatly 
exaggerated. 

As with many inflammatory arguments, much of the headline grabbing comes from misinformation 
mixed with vitriol. For example, the hedge fund manager in question reportedly claimed that ESG 
and ‘woke capitalism’ are the result of the failure of fund managers to ensure proper governance in 
investee companies. This is an intriguing view given what the ‘G’ in ‘ESG’ stands for. 

The evolution of ESG
So where does the ESG investing industry stand today? Well, the landscape has evolved 
significantly since I started in the industry over two decades ago. Rather than abruptly dying, it 
could be characterised as maturing nicely (a bit like me). ESG funds were once based on avoiding 
certain industries, thereby aligning with the ‘ethical beliefs’ of investors. Since then, ESG has 
gathered momentum as a way of investing and there is now a diverse range of investment 
solutions to suit the needs of investors. Arguably it really came of age in 2020, when there was a 
lot of attention on what companies were doing to respond to the global pandemic. Performance 
of many ESG funds was exceptionally strong and helped banish any lingering doubts that investing 
in companies doing positive things could lead to outperformance. As a result, assets in ESG 
strategies jumped significantly and they became part of the investing mainstream. 

Over the past two years, performance has been more challenging. This has largely been down to 
a combination of external factors, such as interest rates, inflation and the conflicts we have seen 
around the world. Taken together, they have formed a headwind for the stock prices of many 
companies exposed to prominent ESG themes. All investments, however, go through cycles and 
ESG is no different. It is vital that we remember that these ESG themes involve investing in long-
term solutions to structural problems and should be viewed through that lens. 

Strong demand for ESG-themed investments 
So, has this recent underperformance and the noise of the anti-ESG agenda impacted demand for 
ESG investing? A recent Gallup survey found that 69% of UK people did not want their pension 
savings invested in companies that harm the environment, while 70% do not want to be invested 
in companies that treated workers, suppliers or the community poorly. Furthermore, data by 
Morningstar showed that sustainable funds globally continued to attract net inflows in Q3, in 
contrast to the outflow seen for the overall fund universe. 

A global outlier is the US, where sustainable fund flows have been negative. Much of the 
rhetoric in the US is driven by protectionism from states that are heavily reliant on fossil fuels for 
employment. We see politicians getting involved and some asset managers being barred from 
managing state money due to their stance on climate change. Oddly, this sometimes involves the 
very states that are feeling the most tangible impact of climate change. In some quarters, ESG 
investors were even being blamed for the likes of the Silicon Valley Bank failure, which shows how 
ridiculous some of the claims have become. 

Miranda 
Beacham
Head of UK  
Responsible 
Investment 

The death of ESG is greatly 
exaggerated

AEGON INSIGHTS

Miranda Beacham is Head of UK 
Responsible Investment. She is responsible 
for overseeing the environmental, social 
and governance research process for 
ethical and sustainable funds as well 
as managing the stewardship activities, 
supporting the ESG integration processes 
and further researching key ESG issues. 
She leads engagement activities with 
public policy makers and investee 
companies on issues such as board 
structure, remuneration, environmental 
impact and social practice. She sits on 
the stewardship committee and chairs 
the remuneration and share schemes 
committees at the Investment Association 
in the UK. 

Responsible Investment
November 2023



2

Investments 
are cyclical, and 
unfortunately 
many ESG 
themes have 
been in the wrong 
part of the cycle 
for the past few 
years. 

Politicians backing down
Another recent factor that has fuelled the flames of the anti-ESG debate has been the unwillingness 
of some politicians to stick to their pledges made at COP 26. The past few weeks has seen the UK 
government roll back its net-zero commitments, Sweden missing targets, and the US dithering over 
its role in a proposed ‘loss and damage’ fund to rectify the impact of climate change. 

ESG integration now mainstream
There was always going to be some resistance to the growth of ESG, as it challenges some long-held 
beliefs in how investments should be managed. The naysayers seem to believe that fund managers 
should stick to traditional analysis and consider only a company’s revenues, costs and profits in their 
investment decisions, and this is where an important distinction should be made. 

While the funds mentioned above cater for individuals seeking to invest in an ethical or sustainable 
manner (by having an objective more than purely financial return) there are other funds that are 
‘unconstrained’ by these considerations and are seeking to maximise returns without an overlay. 
Most of these funds are ‘ESG integrated’, that is they take ESG factors into account when they are 
financially material to the prospects of the company. 

Recent history is full of examples where ESG factors were material to a company’s prospects. The 
Deepwater Horizon disaster killed 11 people and caused longstanding ecological damage in the 
Gulf of Mexico, but led to a halving of the share price of BP. It is difficult to argue that an energy 
company’s approach to safety is not something that should be considered when looking at the 
investment case. 

Similarly, when slave labour practices were uncovered in fashion retailer Boohoo’s supply chain, the 
share price halved and numerous distributors turned their backs on the company. This issue has very 
recently resurfaced for Boohoo, showing that such risks are often not a one-off event. Clearly, these 
material ESG factors had a very real financial impact on the companies in question and, in this sense, 
considering such factors is just part of good, thorough investment analysis. 

Performance is cyclical
In today’s fast-moving world, we all too often seek instant gratification, and investment markets are 
as guilty of that as any. It is surely no coincidence that the anti-ESG backlash has emerged just as 
market rotation has, in the short term, hampered the performance of many prominent ESG themes, 
while also boosting areas that ESG funds simply cannot go. Add to that unhelpful government policy 
actions and some very high-profile incidences of ‘greenwashing’, and you can see why confidence in 
ESG investing has been shaken.

It is, however, important that we differentiate between baseless, headline-grabbing soundbites and 
hard facts. Despite the rumoured death of ESG, people are still directing capital towards this area.

Investments are cyclical, and unfortunately many ESG themes have been in the wrong part of 
the cycle for the past few years. But cycles turn, and investing with an ESG mindset is good 
investment practice. We should all remember this, whatever the headlines suggest. 
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Important Information

For Professional Clients only and not to be distributed to or relied upon by retail clients. 

This content has been compiled for educational purposes only and reliance upon the information is at the sole discretion of the 
recipient. The information is confidential, has been prepared and is intended for use on a confidential basis for [state audience and 
place of presentation and date]. It may not be reproduced, redistributed or passed on to any other persons or published in whole or 
part for any purpose. 

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. 

Opinions and/or example trades/securities represent our understanding of markets both current and historical and are used to promote 
Aegon Asset Management's investment management capabilities: they are not investment recommendations, research or advice. 
Sources used are deemed reliable by Aegon Asset Management at the time of writing. Please note that this marketing is not prepared in 
accordance with legal requirements designed to promote the independence of investment research, and is not subject to any prohibition on 
dealing by Aegon Asset Management or its employees ahead of its publication. 

All data is sourced to Aegon Asset Management (a trade name of Aegon Investment Management B.V.) unless otherwise stated. The 
document is accurate at the time of writing but is subject to change without notice. Data attributed to a third party (“3rd Party Data”) is 
proprietary to that third party and/or other suppliers (the “Data Owner”) and is used by Aegon Investment Management B.V. under license. 
3rd Party Data: (i) may not be copied or distributed; and (ii) is not warranted to be accurate, complete or timely. None of the Data Owner, 
Aegon Investment Management B.V. or any other person connected to, or from whom Aegon Investment Management B.V. sources, 3rd 
Party Data is liable for any losses or liabilities arising from use of 3rd Party Data. 

Aegon Asset Management UK plc is authorized and regulated by the Financial Conduct Authority. Aegon Investment Management B.V. 
(Chamber of Commerce number: 27075825) 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. Aegon AM NL also operates through branches in Germany and Spain. These 
branches are regulated by the BaFin (Germany) and CNMV (Spain) based on the homehost state supervision rules.
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