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Sustainability at BlackRock

Sustainable investment options have the potential to offer clients better outcomes, as a result, we 
are making sustainability integral to the way BlackRock manages risk, constructs portfolios, 
designs products, and engages with companies.

Investment 
Insights

Sustainable 
Solutions

Investment 
Stewardship

Corporate 
Sustainability

Investment 
Processes

Seeking to develop 
the clearest possible 

picture of how 
environmental, social 

and governance issues 
affect risk and long-

term return

Integrating 
sustainability-related 

insights and data 
into BlackRock’s 

investment processes 
across asset classes 

and investment styles

Seeking to deliver 
sustainable 

investment solutions 
that help empower 

clients to achieve their 
financial objectives

Engaging companies 
in index and alpha-
seeking portfolios 

alike on sustainability-
related issues that 
impact long-term 

performance 

Ensuring the long-
term sustainability of 
our own firm in efforts 

to deliver the best 
outcomes for clients 

and shareholders

Source: BlackRock Sustainable Investing, January 2020. For illustrative purposes only. 
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The evidence on climate risk is compelling 
investors to reassess core assumptions about 
modern finance. These questions are driving a 
profound reassessment of risk and asset values. 
In the near future – and sooner than most 
anticipate – there will be a significant 
reallocation of capital.”

Source: Larry Fink, 2020 Annual Letter to CEOs.
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Sustainability: A tectonic shift 

Source: 1. Mercer. “Global Insights on ESG in Alternative Investing” (2015). Illinois The Sustainable Investing Act (HB 2460) becomes effective January 2020. Section 78(3) of Regulation 909 (the Regulation) under the Pension Benefits 
Act (PBA), effective on January 1, 2016. 2. Deloitte. “The future of wealth in the United States” (2015). 3. Center on Wealth and Philanthropy at Boston College , “A Golden Age of Philanthropy Still Beckons: National Wealth Transfer and 
Potential for Philanthropy Technical Report” (2014). 4. The 2017 BlackRock Global Investor Pulse survey found that 67% of millennials —the cohort of people born between 1982-1998 —want investments to reflect their social and 
environmental values.  5. https://www.blackrock.com/us/individual/literature/whitepaper/bii-davos-brief-2020.pdf 

FOR USE WITH CITY OF SAN JOSE

Society’s changing attitudes toward sustainability represent a structural shift for investing on 
medium to long term horizons - a shift we believe financial markets are a long way from fully 
reflecting.

Institutional 
investors 

integrating 
ESG

Public pensions, insurance 
firms, central banks, and 

regulators are increasingly 
focused on sustainability 
related investment risks1.

Individual 
investor 

preference 
towards 

sustainability

Millennials and Gen Xers 
are expected to gain a 

significant share of assets, 
and as financial decision 

makers their tastes
tilt toward more 

sustainable products and 
more sustainable 
investments2,3,4.

Reallocation 
of capital

Persistent investor flows is 
a powerful and far 

reaching force that will 
likely establish sustainable 

risk premia through the 
long transition period5. 

Mounting 
enormity of 

climate 
change

The rapidly escalating 
physical impacts, as well 
as society’s reaction to 

climate events including a
regulatory push and 

technological 
advancements are 

fostering sustainable 
behavior.
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Sustainability is 
BlackRock’s new 
standard of 
investing

• Multiasset and model portfolio 
solutions use ESG funds as 
building blocks in standard 
offerings

• All active portfolio managers 
integrate ESG into their 
investment processes by 2020

• Stewardship raises the bar for 
disclosure on votes and from 
companies

• Active portfolio managers reduce 
risk by scrutinizing highest ESG 
risk issues like thermal coal and 
controversial weapons systems 
manufacturers

• ETFs and mutual funds disclose 
sustainability characteristics by 
2020

• New offerings expand options 
for ESG investment in active and 
index strategiesSource: GEC 2020 Letter to Clients.  Additional commitments reflected in the letter.
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BlackRock’s Sustainable Acceleration

Source: GEC 2020 Letter to Clients.  Additional commitments reflected in the letter.
1. All BlackRock fund webpages and factsheets will report on MSCI ESG metrics. 

FOR USE WITH CITY OF SAN JOSE

1 Strengthen 
integration

Seek to build sustainable, resilient and transparent portfolios

• Make sustainability our standard offering in solutions

• Fully integrate ESG in active portfolios and advisory strategies by end of 2020

• Reduce ESG risk in active strategies and exit from high risk issues, such as 
thermal coal producers

• Put ESG analysis at the heart of Aladdin

• Provide ESG reporting for all funds1

2 Increase 
access

Provide clients with sustainable investment choices

• Grow sustainable active investing strategies across global energy transition and 
impact investing 

• Double ESG ETFs to 150, with sustainable versions of flagship index products

• Simplify and expand iShares ETFs, including ETFs with fossil fuel screens

• Partner with index providers to expand and improve universe of sustainable 
indexes for easier benchmarking

3
Intensify engagement with companies on sustainability-related risks 

• Collaborate as a Climate Action 100+ member 

• Map engagement priorities to United Nations Sustainable Development Goals 
(UN SDGs)

• Disclose votes quarterly with rationales and more reporting on high profile votes

• Urge companies to publish disclosures aligned with the Sustainability 
Accounting Standards Board (SASB) and Task Force on Climate-related 
Financial Disclosures (TCFD)—or vote against directors

Enhance 
transparency
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ESG Integration
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ESG integration
Our conviction is straightforward – in order to achieve better risk-adjusted returns, 
investors need to take into account the full set of risks and opportunities facing a 
company or an issuer — and that includes sustainability issues. 

Source: BlackRock Sustainable Investing, January 2020. BlackRock ESG Investment Statement: https://www.blackrock.com/corporate/literature/publication/blk-esg-investment-statement-web.pdf

FOR USE WITH CITY OF SAN JOSE

ESG is information

Environmental, social, and governance (ESG) information is another set 
of inputs in the mix of market signals, financial reports, unstructured 
data, and research opinions investors consider. 

Understanding ESG risk

Risk professionals work with investment teams to monitor ESG-related 
exposures to deliver investment outcomes our clients expect.

Integration is process

Teams integrate ESG into their investment process (analysis, portfolio 
construction and portfolio review). We start with a consistent philosophy 
and tailor the approach for each investment strategy. 

Integrating ESG 

information, or 

sustainability 

considerations, 

should be part of 

any robust 

investment 

process.”

- BlackRock ESG 

Investment        

Statement
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FOR USE WITH CITY OF SAN JOSE

At BlackRock, 
investors are 
responsible for 
ESG integration

Global Executive Committee 
Investment Subcommittee oversees 
investment teams and processes

BlackRock Sustainable Investing
team sets ESG policy and coordinates 
implementation

ESG Integration Partners                      
content experts from each investment 
team customize firm approach for their 
asset class     

Investment Professionals                        
analysts and portfolio managers 
incorporate ESG risks and opportunities 
into investment decisions
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ESG Integration Evaluation

ESG Aware
ESG information used 
for some portfolios by 
some team members 

ESG Advanced

ESG information 
influences investment 
decisions

Consistent practice 
across regions and 
levels of seniority

ESG Aligned
Team requires ESG 
information in 
investment process

Pre-ESG Aware
ESG information not 
considered in any 
stage of investment 
process

There is no guarantee that a positive investment outcome will be achieved.

FOR USE WITH CITY OF SAN JOSE

By the end of 2020, all active portfolios and advisory strategies will be fully ESG 
integrated. ESG risk will be evaluated with the same rigor as traditional risk.
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Improving our practice and increasing transparency

We describe our approach to ESG integration in our annual PRI report and share PRI’s scores

FOR USE WITH CITY OF SAN JOSE

2014 2015 2016 2017 2018 2019

Strategy & Governance A A A A+ A A+
D

ir
e

c
t

Listed Equity Incorporation A A A+ A B A

Listed Equity Active Ownership A A A A+ A A+

Fixed Income SSA D E A B A A

Fixed Income Corporate Financial B A A A

Fixed Income Corporate Non-Financial B A A A

Fixed Income Securitized E B B B

Private Equity C A A

Property E B B A A

Infrastructure A A A

In
d

ir
e

c
t

Listed Equity Incorporation A A

Fixed Income SSA A A

Fixed Income Corporate Financial A A

Fixed Income Corporate Non-Financial A A

Fixed Income Securitized A A

Private Equity A A

Source: Principles for Responsible Investment. PRI’s high-level assessment methodology and companion document for each indicator explain PRI scores. Scores can be A+, A, B, C, D, E.
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Strengthening ESG integration in our investment processes

Source: BlackRock Global Executive Committee 2020 Letter to Clients. . All BlackRock fund webpages and factsheets will report on MSCI ESG metrics. 

Material Insights Investment Process Transparency

2018 2020
team level fund level

 Clear statement of 
investment process and ESG 
considerations

Articulating our approach both 
broadly and specifically at the firm, 

team, and strategy level.

By the end of 2020, BlackRock will 
publish sustainability 

characteristics for all BlackRock 
mutual funds including data on 

highest risk holdings and MSCI ESG 
fund scores and carbon.

 RQA to review ESG in regular 
portfolio reviews beginning 
1Q20

 Portfolio management teams 
to scrutinize highest ESG risk 
assets

Portfolio compliance has blocked buy 
orders in all active equity and fixed 

income portfolios for:

 Document case studies of 
how ESG influences 
investment decisions

Increasing access to useful 
information and building capacity for 

ESG information analysis through:

• thermal coal (>25% 
revenue)

• controversial weapons 
systems manufacturers 
(>0% revenue)

• civilian firearms 
manufacturers (>0% 
revenue) 

• ESG analytics development
• Aladdin integration
• climate risk tools and data
• peer-to-peer learning
• materiality roundtable 

discussions 
• custom digital learning 

experiences

FOR USE WITH CITY OF SAN JOSE
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ESG integration across a range of investment approaches

Source: BlackRock, 2020. Case studies are for illustrative purposes only; they are not meant as a guarantee of any future results or experience, and should not be interpreted as advice or a recommendation. 

Fixed Income

The Emerging Markets Debt (EMD) team created an EM Corporate ESG 
Scorecard, which leverages ESG insights from external data providers 
and internal research and engagement to produce an issuer-level 
proprietary ESG rating, which can be considered with the team’s credit 
rating and outlook for a company.

Excerpt from EMD 
Corporate ESG Scorecard:

Trading & Liquidity

The Global Cash Management team sought to pioneer an ESG 
integration approach for its unique asset class by creating a 
“Responsible Cash” ratings model, which follows a systematic approach, 
combining disparate external data points and internal research to provide 
a more holistic view on key risks and opportunities for securities in the 
universe.

Excerpt from 
Responsible Cash Model:

Alternatives

Private Equity Partners (PEP) incorporates ESG insights into its 
standard investment memorandums for both direct co-investments and 
funds. PEP has developed ESG Due Diligence Templates, which include 
a series of questions related to sector-specific, or general partner-
relevant ESG issues. This information is then benchmarked to help distill 
areas of risk or focus.  

Excerpt from PEP ESG 
Due Diligence Template:

G1 G2 G3 G4 G5
Building Blocks: Example: WFC

ENVIRONMENTAL SCORE / RATING 0.99 / E1
SOCIAL SCORE / RATING 4.193 / S4
ES SCORE (Y-AXIS - is 50/50 of E & S SCORES) ES3
GOVERNANCE SCORE / RATING 4.695 / G5
ESG RATING RC5

Note: Lower scores better (higher rank)

RC4 RC5

RC4

ES4

RC5

ES3 RC3 RC3 RC3

Governance Score

En
vi

ro
nm

en
ta

l a
nd

 S
oc

ia
l S

co
re ES1 RC1 RC1 RC2 RC3 RC5

ES2 RC2 RC2 RC3

RC4 RC5

RC5

RC4 RC4 RC4

ES5 RC5 RC5 RC5 RC5

G1 G2 G3 G4 G5
Building Blocks: Example: WFC

ENVIRONMENTAL SCORE / RATING 0.99 / E1
SOCIAL SCORE / RATING 4.193 / S4
ES SCORE (Y-AXIS - is 50/50 of E & S SCORES) ES3
GOVERNANCE SCORE / RATING 4.695 / G5
ESG RATING RC5

Note: Lower scores better (higher rank)

RC4 RC5

RC4

ES4

RC5

ES3 RC3 RC3 RC3

Governance Score

En
vi

ro
nm

en
ta

l a
nd

 S
oc

ia
l S

co
re ES1 RC1 RC1 RC2 RC3 RC5

ES2 RC2 RC2 RC3

RC4 RC5

RC5

RC4 RC4 RC4

ES5 RC5 RC5 RC5 RC5

Active Equities

The Fundamental Active Equity (FAE) team added an ESG section to its 
Aladdin Research Equity 2.0 template, which filters a few key risk drivers 
from thousands of indicators, and flags potential ESG-related risks 
associated with a given security. This broadens the set of information 
available to FAE investors, and prompts focus areas for further research 
and engagement.

Excerpt from Aladdin 
Research Equity 2.0:

FOR USE WITH CITY OF SAN JOSE
BSIH0220U-1090887-13/22



ESG Research & Insights
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From scarcity to superabundance of ESG data

1. Source: Governance & Accountability Insurance (G&A), 2017. http://www.ga-institute.com/fileadmin/ga_institute/images/FlashReports/2018/G_A-Flash-S_P500-Chart-2018_600px.jpg

FOR USE WITH CITY OF SAN JOSE

ESG data quality is improving rapidly 

Company 
Disclosure

In 2011 ~20% of S&P500 
companies disclosed 

sustainability data

Today >85% provide 
some sustainability 

reporting1

Unstructured 
Big Data

Rise of big data and 
machine learning allows 

investors to leverage 
sustainability data not 

self reported by a 
company

Third-Party 
Research

ESG data becomes more 
accessible and digestible 

for investors, allowing 
them to more easily 

integrate ESG into their 
analysis
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BSI’s research framework seeks to translate E, S and G risks 
and opportunities into investable pillars

FOR USE WITH CITY OF SAN JOSE

Environmental
1. Clean technology

2. Energy production

3. Energy management

4. Water management

5. Waste management

Social
1. Culture

2. Talent management

3. Workers’ rights

4. Customer relations

5. Community relations

Governance
1. Board independence

2. Board effectiveness

3. Ownership & control 

4. Business ethics

5. Audit, tax, and risk management

Analyze academic and industry research

Develop high-conviction hypotheses

Aggregate data providers and proprietary insights

Source: BlackRock Sustainable Investing, January 2020.
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Pillar Descriptors
Example 
Prioritized KPI*

Total 
Number of 
KPIs*

Core Business 
Involvement

• Energy Production
• Clean Technology 

Level and rate of 
change of direct
emissions intensity 

50

Natural Resource 
Management 

• Energy Management 
• Water Management 
• Waste Management 

Level and rate of 
change of water 
withdrawal intensity

99

Internal Stakeholder 
Management

• Talent Management
• Culture
• Workers Rights

Level and rate of 
change of percent 
women managers

51

External Stakeholder 
Management 

• Customer Relations
• Community Relations

Customer 
Satisfaction

46

Board Quality
• Board Effectiveness
• Board Independence

Level of Percent 
Independent Board 
Member

17

Corporate 
Management

• Audit, Tax and Risk 
Management
• Business Ethics
• Ownership & Control

Level of strength of 
internal control 
systems

26

Methodology Overview
In constructing BlackRock Proprietary ESG scores, we capture multiple data inputs from across 
providers, prioritize insights, and weight them based on an industry-specific materiality map

Industry -
specific 

weighting 
scheme

ESG 
Score for 

Every 
Company

E

S

G

Source: BlackRock Sustainable Investing, as of January 2020. For illustrative purposes only.
* KPI represents key performance indicator.
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BlackRock’s Materiality Matrix 
Measuring how descriptors work across market sectors

FOR USE WITH CITY OF SAN JOSE

We combine BlackRock fundamental views with SASB’s Materiality Map and Empirical Evidence to 
determine the weights of 15 descriptors across the market.  The goal is to provide better long-term 
financial insights than currently available from third party ESG scores.

• Quantitative view through measuring the relationship between each descriptor score with 
security returns

• Qualitative view through combining BlackRock fundamental views with SASB materiality map. 

Weights 
reflect sector 
specific 
materiality

Inspired by 
the SASB 
framework

Enhanced 
with 
empirical 
evidence and 
intuition
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TCFD SASB

Focus Climate Broad sustainability, including climate

Audience                 Investors and financial stakeholders Investors and financial stakeholders

Geography Global Global

Specificity
Recommendations for all companies, 
additional guidance for 7 industries

Industry-specific standards for 
companies in 77 industries

Mandate Voluntary Voluntary

Materiality Financial materiality Financial materiality

Scope Global operations Global operations

Organization
Financial Stability Board appointed 

group
Independent standards setting group

Our 
involvement

Founding member of the task force
Founding members of the Standards 

Board, Investor Advisory Group, 
Standards Advisory Group

Our alignment 2020e Reported FY2018

Improving the supply of investor-grade sustainability data 
BlackRock asks companies to disclose in line with TCFD and SASB by the end of 2020

FOR USE WITH CITY OF SAN JOSE

More information at www.fsb-tcfd.org and www.sasb.org . 
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Important notes

Index
It is not possible to directly invest in an unmanaged index. Unless otherwise noted, index returns do not reflect any management fees, transaction costs or
expenses. Indexes are unmanaged and one cannot invest directly in an index. Data for time periods prior to the index inception date is hypothetical and is
provided for informational purposes only to indicate historical performance had the index been available over the relevant time period. Hypothetical data
results are based on criteria applied retroactively with the benefit of hindsight and knowledge of factors that may have positively affected its performance, and
cannot account for risk factors that may affect the actual portfolio performance. The index sponsor may make methodology changes from time to time based
on its own policies and procedures. Index methodology is available upon request. Back-tested data is calculated by individual index providers and used in
analysis until live index data is available. This analysis uses back-tested data from MSCI and Thomson Reuters.

MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained herein. The
MSCI data may not be further redistributed or used as a basis for other indices or any securities or financial products. This report is not approved, reviewed or
produced by MSCI. There are no assurances that the hypothetical portfolio’s objectives will be met. Additionally, there are frequently sharp differences between
a hypothetical performance record and the actual record subsequently achieved. Another inherent limitation of these results is that the allocation decisions
reflected in the performance record were not made under actual market conditions and, therefore, cannot completely account for the impact of financial risk in
actual portfolio management. The performance shown does not represent any existing portfolio, and as such, is not an investible product.
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Important notes

THE INFORMATION CONTAINED HEREIN MAY BE PROPRIETARY IN NATURE AND HAS BEEN PROVIDED TO YOU ON A CONFIDENTIAL BASIS, AND
MAY NOT BE REPRODUCED, COPIED OR DISTRIBUTED WITHOUT THE PRIOR CONSENT OF BLACKROCK, INC. (“BLACKROCK”). These materials are not
an advertisement and are not intended for public use or dissemination.

This communication is not an offer and should not be deemed to be a contractual commitment or undertaking between the intended recipient of this
communication and BlackRock but an indication of what services may be offered subject to a legally binding contract between the parties and therefore no
reliance should be placed on this document or its content. Opinions, estimates and recommendations offered constitute our judgment and are subject to
change without notice, as are statements of financial market trends, which are based on current market conditions. We believe the information provided here is
reliable, but do not warrant its accuracy or completeness. This communication and its content represent confidential information. This material has been
prepared for informational purposes only, and is not intended to provide, and should not be relied on for, accounting, legal or tax advice. You should consult
your tax or legal adviser regarding such matters.

Any reference herein to any security and/or a particular issuer shall not constitute a recommendation to buy or sell, offer to buy, offer to sell, or a solicitation of
an offer to buy or sell any such securities issued by such issuer.

Credit Quality
The credit quality of a particular security or group of securities may be determined either by BlackRock or a nationally recognized statistical rating organization
and does not ensure the stability or safety of an overall portfolio. In the event a security in unrated by a ratings organization, BlackRock may assign an internal
rating for purposes of determining credit quality. Past performance is not indicative of future results.

Forward Looking Information
This material may contain “forward-looking” information that is not purely historical in nature. Such information may include, among other things, projections,
forecasts, estimates of yields or returns, and proposed or expected portfolio composition. Moreover, where certain historical performance information of other
investment vehicles or composite accounts managed by BlackRock, Inc. and/or its subsidiaries (together, “BlackRock”) has been included in this material and
such performance information is presented by way of example only. No representation is made that the performance presented will be achieved, or that every
assumption made in achieving, calculating or presenting either the forward-looking information or the historical performance information herein has been
considered or stated in preparing this material. Any changes to assumptions that may have been made in preparing this material could have a material impact
on the investment returns that are presented herein by way of example.

This material is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any
securities or to adopt any investment strategy. The opinions expressed may change as subsequent conditions vary. The information and opinions contained in
this material are derived from proprietary and nonproprietary sources deemed by BlackRock to be reliable, are not necessarily all inclusive and are not
guaranteed as to accuracy. There is no guarantee that any forecasts made will come to pass.
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Important notes

Index
It is not possible to directly invest in an unmanaged index.

Risk
Investing in the bond market is subject to certain risks including market, interest-rate, issuer, credit, and inflation risk. Equities may decline in value due to both
real and perceived general market, economic, and industry conditions. Mortgage and asset-backed securities may be sensitive to changes in interest rates,
subject to early repayment risk, and while generally backed by a government, government-agency or private guarantor there is no assurance that the guarantor
will meet its obligations. High-yield, lower-rated, securities involve greater risk than higher-rated securities; portfolios that invest in them may be subject to
greater levels of credit and liquidity risk than portfolios that do not. Investors will, at times, incur a tax liability. Income from municipal bonds may be subject to
state and local taxes and at times the alternative minimum tax. Derivatives may involve certain costs and risks such as liquidity, interest rate, market, credit,
management and the risk that a position could not be closed when most advantageous. Investing in derivatives could lose more than the amount invested.

BlackRock Sustainable Investing intends to invest in companies with measurable societal impact outcomes, as determined by BlackRock, and screen out 
particular companies and industries. This may affect the portfolio’s exposure to certain companies or industries and the portfolio will forego certain investment 
opportunities. The portfolio’s results may be lower than other portfolios that do not seek to invest in companies based on expected societal impact outcomes 
and/or screen out certain companies or industries. BlackRock Sustainable Investing seeks to identify companies that it believes may have a societal impact 
outcome, but investors may differ in their views of what constitutes positive or negative societal impact outcomes. As a result, the portfolio may invest in 
companies that do not reflect the beliefs and values of any particular investor.

Under certain market conditions, growth investments have performed better during the later stages of economic expansion and value investments have 
performed better during periods of economic recovery. Therefore, these investment styles may over time go in and out of favor. At times when the investment 
style used by BlackRock Sustainable Investing is out of favor, the BlackRock Sustainable Investing may underperform other equity strategies that use different 
investment styles.

BlackRock makes no representations or warranties as to the accuracy or completeness of the information contained herein, and further nothing contained
herein shall be relied upon as a promise by, or representation by, BlackRock whether as to past or future performance results. Past performance is not
indicative or predictive of future performance.

These materials are being provided for informational purposes only and are not intended to constitute tax, legal or accounting advice. You should consult your
own advisers on such matters. Additional information is available on request. Information contained herein is believed to be reliable but BlackRock does not
warrant its accuracy or completeness. Information contained herein represents BlackRock’s own opinions. There can be no assurance that the investment
objectives of any strategy referred to herein will be achieved. An investment in any strategy referred to herein involves a high degree of risk, including the risk
that the entire amount invested may be lost.

THIS MATERIAL IS HIGHLY CONFIDENTIAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED TO PERSONS OTHER THAN THE RECIPIENT.

© 2020 BlackRock, Inc. All rights reserved. ALADDIN, BLACKROCK, BLACKROCK SOLUTIONS, and iSHARES are registered trademarks of BlackRock, Inc. or its 
subsidiaries in the United States and elsewhere. All other trademarks are the property of their respective owners.
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