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Sustainable investing in 2021 
The myths, the risks and the opportunities 

 

Sustainable investing is about maximising risk-adjusted investment returns over the medium to long 
term. At Crestone, we believe that the long-term health and stability of the market relies on 
companies operating in a sustainable manner, and that companies or assets won’t thrive while 
ignoring internal or external environmental, social or governance (ESG) issues. 

Investing sustainably can build in resilience against exogenous threats, such as global pandemics, and 
ensures portfolios are well positioned for the future, through exposure to some of the largest growth 
themes, including decarbonisation and resource efficiency. 

On Tuesday 2 March, we held the next webinar in our sustainable investing series, where we invited two leading 
investment experts to discuss some of the biggest myths, risks and opportunities within sustainable investing. Our panel 
included Laura Segafredo, Global Head of Sustainable Research for BlackRock’s ETF and Index Investment Platform, 
and Julie Hudson, Global Head of ESG Research for UBS. The session was moderated by Crestone Wealth 
Management’s Michael Chisholm (Chief Executive Officer), Scott Haslem (Chief Investment Officer) and Rachel 
Etherington (Investment Adviser).   

Myth #1: Sustainability is at odds with economic progress 

When asked if sustainability is at odds with economic progress, Segafredo suggested that we need to flip this question 
on its head and instead ask—is economic progress even possible if we keep ignoring sustainability concerns?  

She highlighted findings from a study published by the World Economic Forum last year, which asserts that nature 
underpins more than half of the world’s GDP. However, these ‘ecosystem services’ – including fertile soil, clean water, 
food, medical resources, raw materials - are currently valued at zero by markets.  

Referencing a quote from Mark Carney, former Governor of the Bank of England, in 2019 she argued that “changes in 
climate policies, new technologies and growing physical risks will prompt a reassessment in the value of virtually every 
financial asset.” While capturing the financial implications of these changes is not easy, she explained that “recent 
advances in climate models and data science are enabling physical climate risks to be mapped with greater certainty, 
which is allowing investment managers to unveil climate-related risks within their clients’ portfolios”.  

Myth #2: Sustainable strategies deliver sub-market returns 

Hudson explained why focusing on sustainable mega-trends is fundamental from the perspective of the investor. She 
argued that if, as an investor, you believe that active portfolio management can potentially deliver superior returns by 
identifying information that is not priced in, then it follows that integrating ESG factors into the investment process could 
potentially follow a similar pattern.  

By looking at factors such as climate change regulation, innovation in materials, and clean energy policies, Hudson 
explained that investment analysts can identify which opportunities and risks companies are exposed to and can provide 
a foundation for “positioning portfolios for the significant opportunity in the transition to a low-carbon economy”. 
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Segafredo explained that analysis by BlackRock found that in 2020, 81% of sustainable indices outperformed their 
traditional counterpart by an average of 160 basis points. Around three quarters of this outperformance was attributable 
to the companies in the sustainable indices being higher quality and having higher earnings growth potential. A quarter 
of the outperformance was driven by sector allocation.  

Myth #3: Sustainable investment is an optional extra, not something that should underpin all portfolios 

While the choice ultimately rests with the investor, our panellists believe that investors are better served by taking a 
whole-of-portfolio approach to sustainability considerations. Such an approach helps build resilience into portfolios and 
capture the enormous upside of the transition to net zero. 

What are the some of the risks investors should be aware of? 

Often, investors will ask if what we are experiencing is a green ‘bubble’. Segafredo explained that she does not believe 
that this is a bubble, but that we are at the beginning of a fundamental shift that will reprice assets. Some sectors will do 
better in the transition to net-zero, while other sectors (such as fossil fuels) will not do as well. She explained that 
stranded assets are assets that cannot become fully operational until they are at the end of their useful life. This means 
they have to be amortised more quickly, which can lead to write-downs for companies and investors. Almost 80% of the 
oil reserves that fossil fuel companies have on their balance sheets today will not be able to be burned due to carbon 
constraints. As such, exposure to such investments can generate losses in an investor’s portfolio for the entire duration of 
the asset’s life. 

She explained that the base case for BlackRock’s most recent capital market assumptions reflects a ‘green’ transition to a 
low-carbon economy, with carbon taxes, green infrastructure spending and subsidies for renewable energy being phased 
in gradually. BlackRock estimates that if none of these actions are taken to mitigate climate change, there will be a 
cumulative loss in global output of nearly 25% in the next two decades. These calculations are driven by sectoral views, 
with exposure to climate risks and opportunities a key determinant.  

Which sectors are likely to be winners? 

Segafredo believes that we are at the beginning of a fundamental shift, and that over the next few years fund flows will 
reshape all asset prices as we transition to a low-carbon economy. “Because these flows are in their early stages, the full 
consequences of a shift to sustainable investing have not yet been fully priced into equity and bond valuations.” 

While this represents a huge opportunity for investors, she acknowledged that there is currently not enough capital in 
public markets aligned with the transition to net-zero. She does, however, believe this will change and we will begin to 
see more capital directed to where there is less risk and more opportunity. 

Different sectors will have different technological options available to them, so will be able to achieve net-zero emissions 
at different speeds. Utilities already have the technology available to them to effect the transition to net-zero, and recent 
estimates suggest that by 2024, electric vehicles will cost less than an internal combustion engine on a life-cycle basis. 
Other sectors, such as aviation and shipping, will most likely take longer to transition to net-zero. 

Which events should investors be following in 2021? 

Hudson explained that investors should expect to see an acceleration of science around climate change in 2021. The 
Intergovernmental Panel on Climate Change, which brings together a group of scientists that provide the world with 
objective scientific information relevant to understanding climate change, will publish reports throughout 2021. These 
reports drive the climate change narrative and will be released at intervals throughout the year. Then, in November, the 
United Nations Climate Change Conference (also known as COP 26) will be held in Glasgow, United Kingdom. 

 

 

 
 
 
 
 
 
 
 
 
 

 

 

 

 

A commitment to responsible investing 

To read more about how investing responsibly can help 
mitigate risk and potentially enhance return in your 
portfolio, please visit crestone.com.au/news 
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IMPORTANT NOTE 

This document has been prepared by Crestone Wealth Management Limited (ABN 50 005 311 937, AFS Licence No. 231127) (Crestone Wealth Management). The 
information contained in this document is of a general nature and is provided for information purposes only. It is not intended to constitute advice, nor to influence a 
person in making a decision in relation to any financial product. To the extent that advice is provided in this document, it is general advice only and has been 
prepared without taking into account your objectives, financial situation or needs (your Personal Circumstances). Before acting on any such general advice, we 
recommend that you obtain professional advice and consider the appropriateness of the advice having regard to your Personal Circumstances. If the advice relates 
to the acquisition, or possible acquisition of a financial product, you should obtain and consider a Product Disclosure Statement (PDS) or other disclosure document 
relating to the financial product before making any decision about whether to acquire it. 

Although the information and opinions contained in this document are based on sources we believe to be reliable, to the extent permitted by law, Crestone Wealth 
Management and its associated entities do not warrant, represent or guarantee, expressly or impliedly, that the information contained in this document is accurate, 
complete, reliable or current. The information is subject to change without notice and we are under no obligation to update it. Past performance is not a reliable 
indicator of future performance. If you intend to rely on the information, you should independently verify and assess the accuracy and completeness and obtain 
professional advice regarding its suitability for your Personal Circumstances. 

Crestone Wealth Management, its associated entities, and any of its or their officers, employees and agents (Crestone Group) may receive commissions and 
distribution fees relating to any financial products referred to in this document. The Crestone Group may also hold, or have held, interests in any such financial 
products and may at any time make purchases or sales in them as principal or agent. The Crestone Group may have, or may have had in the past, a relationship with 
the issuers of financial products referred to in this document. To the extent possible, the Crestone Group accepts no liability for any loss or damage relating to any 
use or reliance on the information in this document. 

This document has been authorised for distribution in Australia only. It is intended for the use of Crestone Wealth Management clients and may not be distributed or 
reproduced without consent. 

© Crestone Wealth Management Limited 2021. 
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