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Executive Summary
 The last few years has seen huge growth in ESG and climate-themed financial products on global
markets, with the funds offered growing to a total value of $1.7 trillion in 2020. In parallel, regulators
have become increasingly concerned about the quality, consistency, and transparency of available
products in this category. This research assesses 723 equity funds specifically marketed using ESG- and
climate-related key words, with over US$330 billion in total net assets. It does so on the basis of two
climate criteria (portfolio Paris Agreement alignment and fossil fuel intensity) likely to be of primary
interest to investors in funds marketed in this manner.

 The metrics used in this research are a product of the publicly available FinanceMap platform, which
scores asset managers and their funds worldwide on the climate alignment of their portfolios, as well as
their stewardship activities. The Portfolio Paris Alignment score is based on the PACTA tool which is in
wide use throughout the financial sector. PACTA uses production plan data for over 3,000 realeconomy companies in the fossil fuels, power, and automotive sectors to compare portfolios' exposure
to these companies with accepted climate scenarios.

 A key finding of the research is the wide spectrum of terms used to describe climate-themed strategies
in listed equity funds and the resulting difficulty, even within financial databases, of comparison
between them. Given the relative lack of standards and regulation currently governing the marketing of
ESG and climate funds, this research has defined over 30 search terms to group funds into two main
categories: 'broad ESG' and 'climate-themed'. The climate-themed funds are in turn split into six
subcategories: 'broad climate', 'transition', 'Paris aligned', 'carbon restricted', 'fossil fuel restricted', and
'clean energy'.

 In the broad ESG category, this report identifies 593 equity funds with over $265 billion in total net
assets. Of the funds assessed, 421 of them, or 71%, have a negative Portfolio Paris Alignment score,
indicating the companies within their portfolios are misaligned from global climate targets.

 In the climate-themed fund category, the research identifies 130 funds with over $67 billion in total net
assets. The findings indicate a very large variation in the climate performance of different funds, with
Portfolio Paris Alignment scores ranging from -42% to +90%. Even in this category, the majority of
funds is misaligned, with 72 out of 130, approximately 55%, receiving negative Paris Alignment scores.
Additionally, climate-themed funds continue to hold fossil fuel production value chain companies to
the aggregate amount of $153 million. Some of the most occurring fossil fuel-related holdings in
climate funds are TotalEnergies, Kinder Morgan, Enbridge, Neste, Halliburton, Chevron, and
ExxonMobil. Such holdings may be of concern to investors, particularly in the wake of the IEA's Net Zero
by 2050 report, which recommends an immediate halt to all new fossil fuel exploration.
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 The research shows that most of the subcategories of climate-themed funds continue to display a large
spread of scores and negative Portfolio Paris Alignment scores on average. The primary exception
appears to be 'clean energy' funds, which, unsurprisingly, are highly invested in renewables-heavy
power sector companies and little else, resulting in a majority receiving positive Paris Alignment scores.
For example, two of BlackRock's iShares Global Clean Energy funds, among the largest climate funds
analyzed with over $12 billion in total net assets between them, show positive alignment with Paris
Agreement targets in their holdings and no ownership in companies with fossil fuel reserves.

 Aside from the 'clean energy' fund category, a large portion of the climate-themed equity funds
analyzed in this report exhibit climate misalignment levels similar to those of market indices. Funds
which are misaligned thusly appear to provide limited climate benefit from a portfolio standpoint
compared with the broader market. This phenomenon is largely a result of the prevalence of passive
strategies which seek to track market indices while applying exclusion and/or weighting criteria. These
strategies result in portfolios which are either only marginally different from the underlying benchmark,
or identical with the exclusion of some fossil fuel companies. The remaining holdings of these funds are
then similarly misaligned to the tracked market index.

 Funds being marketed as 'fossil fuel restricted' on average show little variation with broader market
indices on the Paris Alignment metric. Notably, these funds commonly retain holdings in oil and gas
value chain companies which do not directly own reserves, such as refiners and distributors, as well as
problematic holdings in non-fossil fuel production sectors. For example, both the SPDR S&P 500
Fossil Fuel Reserves Free ETF (State Street Corporation) and the iShares Developed World Fossil Fuel
Screened Index Fund (BlackRock) hold shares in the large US refiners Marathon Petroleum Corporation
and Phillips 66. These are two of the world's most egregious fossil fuel lobbying companies preventing
policy-based climate action, according to InfluenceMap's research on corporate lobbying on climate
change policy.

 While the above findings do not necessarily contradict the strategy and goals of the individual funds
analyzed, they highlight a lack of consistency and often poor transparency on the alignment of many
ESG and climate-themed funds with global climate targets. This issue is likely to be of great concern to
the investors of such funds, who may expect their climate-themed portfolios to at least outperform the
market when comparing them with industry-standard climate criteria.
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Introduction
Between 2018 and 2020, sustainable investing assets, i.e. assets which consider environmental, social and
governance (ESG) factors in portfolio selection and management, grew from $30.7 trillion to $35.3 trillion
globally, a 15% increase over two years 1. These assets already make up over a third of total global assets
under management according to the Global Sustainable Investment Alliance1, and Bloomberg Intelligence
estimates that they are on track to exceed $53 trillion by 2025 2. Funds which are actively marketed as ESG
or climate-themed are a specific subset of this broad sustainable investing category, with a total estimated
value of $1.7 trillion in 2020 according to Morningstar 3. Climate is by far the most popular theme within the
ESG investment product category, accounting for 27% of all ESG funds launched in Europe in 2020,
second only to broad ESG funds at 69%.
Driving this growth is the increasing view of ESG investing as a key way for investors and stakeholders to
redirect capital into sustainable activities. As a result, these investments have also become a focal point for
policymakers in driving the shift from brown to green assets in the real economy. However, the
effectiveness of such real-economy impact critically hinges on the nature and quality of sustainable
investing products. As a result, regulators across regions are beginning to implement policies which set
standards to ensure such quality.
The EU currently leads this trend, with the EU's Action Plan on Sustainable Finance (summarized in the figure
below) being seen as critically important in achieving the bloc's climate goals. The action plan includes
regulation specifically seeking to restrain greenwashing in sustainable investment products such as ESG
funds. Concretely, the Sustainable Finance Disclosure Regulation (SFDR) sets out which disclosures financial
product providers must undertake to justify the sustainable status of their investment products, and the
related EU Taxonomy for Sustainable Activities defines which real-world economic activities may be
classified as environmentally sustainable.
The UK's Financial Conduct Authority also recently joined the conversation around ESG fund quality by
issuing guidance to prevent misleading investors. This guidance currently consists of three principles which
set out how ESG fund managers should approach fund design and disclosure, delivery and ongoing
monitoring of holdings, and the accessibility of disclosures for consumers 4.

1

Global Sustainable Investment Review 2020. (2021). Global Sustainable Investment Alliance

2

ESG assets may hit $53 trillion by 2025, a third of global AUM. (23 February 2021). Bloomberg Intelligence

3

Sustainable fund assets hit record $1.7 trln in 2020: Morningstar. (28 January, 2021). Reuters

4

Guiding principles on design, delivery and disclosure of ESG and sustainable investment funds. (2021). Financial Conduct Authority
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Given the relative limitation of such policies to date, as well as the considerable growth in the ESG fund
landscape, this report aims to analyze the current state of ESG investing, with a specific focus on climatethemed funds. Specifically, amid what will likely be increasing pressure on the fund management sector to
provide more clarity around their sustainable investment products, this research aims to assess the quality
of such funds through various climate-related lenses and draw conclusions about the transparency
currently available to investors when considering them.
The metrics used in this research are a product of the publicly available FinanceMap platform, which scores
asset managers and their funds worldwide on the climate alignment of their portfolios, as well as their
stewardship activities.
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Methodology
This report aims to assess the extent to which ESG and climate-themed equity funds are aligned with
global climate targets. To do so, the research first seeks to create a list of such funds across global markets.
Subsequently, it generates analysis on the portfolio holdings of these funds. Two climate metrics are used
to assess each fund's portfolio: (i) the FinanceMap Portfolio Alignment Score, based on the industrystandard PACTA tool, and (ii) the fossil fuel intensity of the holdings.

Identifying Climate and ESG Funds
Due to the lack of a universal definition for sustainable investment products, identification and tagging of
such funds in financial databases remains limited. The lack of consistency and wide variation in the use of
terms for the naming and marketing of ESG and climate-themed funds is likely a driver for policymakers to
more closely regulate the sector. As a result, this research categorizes such funds by searching for a variety
of specific terms in the name of the funds.
This report identifies climate-themed and ESG equity funds using the Refinitiv Lipper fund database. From
the list of all equity funds in the database, it generates a list of funds with over $10 million in total net assets
which contain certain search criteria in the fund name, corresponding to different categories of climatethemed and ESG funds. The following table sets out the different categories of funds analyzed and the
search terms used to identify them. Where search terms for different themes appear in a fund's name, the
fund is categorized as the most specific of the themes, which corresponds to the lowest-row theme in the
table.

Fund Type

Fund Subtype

Broad ESG

Broad Climate

Search Terms in Fund Name
"ESG", "sustainability", "sustainable", "SRI", "global impact"
"climate", "environment", "environmental"
"carbon transition", "energy transition", "climate transition",

Transition

"environmental transition", "environment transition",
"sustainable transition"

Climate-Themed

Paris Aligned
Carbon Restricted
Fossil Fuel Restricted
Clean Energy

"Paris aligned"
"low carbon", "carbon neutral", "carbon aware", "carbon
constrained", "carbon efficient"
"fossil fuel free", "fossil fuel reserves free", "fossil free", "fossil
fuel screened"
"clean power", "clean energy", "green power", "green energy"

Once this list of funds has been constructed, the Lipper database is then once again used to access the
portfolio holdings of each fund, as well as data on its fund manager, domicile, and more.
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FinanceMap Portfolio Paris Alignment Score
The first metric used to analyze the climate-relevant funds identified from the above is the FinanceMap
Portfolio Paris Alignment (PA) Score. This metric uses the industry-standard PACTA tool to measure the
alignment of a portfolio of companies with accepted climate targets. For an in-depth elaboration of the
scoring methodology, please refer to the FinanceMap website. A condensed explanation of the
methodology behind this score is given below.
The FinanceMap PA Score assesses how aligned the planned operational activities of the companies held in
a portfolio are with the IEA Beyond 2 Degrees Scenario (B2DS). It does so using the Paris Agreement Capital
Transition Assessment (PACTA) tool, managed by 2 Degrees Investing Initiative and in wide use by over
3,000 financial institutions globally, to assess the climate performance of portfolios. PACTA uses data at
the physical asset level (e.g. automotive production facilities, coal mines, power plants, etc.) to estimate the
total future production of real-economy companies in their respective sectors. The dataset used contains
forward-looking production data for approximately 3,000 real-economy companies across climaterelevant sectors. FinanceMap is currently limited to using the B2DS within PACTA, which provides a
pathway for a 50% chance of limiting warming to 1.75° C. When the more ambitious roadmaps from the
IEA's Net Zero by 2050 report are integrated into the PACTA tool, FinanceMap will use these in its analysis.
Currently, FinanceMap uses PACTA analysis for four climate-relevant sectors: automotive, oil and gas
production, coal mining, and electric power. The aforementioned forward-looking production data at
company level is split into different 'technologies', i.e. types of output within the sector. For example, the
automotive sector data is split into three technologies: electric, hybrid, and internal combustion engine
(ICE) vehicles. For a specific company, the underlying data forecasts the split of units produced of each
technology per year. The following table shows the different production technologies analyzed within each
sector.
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Sector

Unit of Production

Technology
Electric

Automotive

light-duty vehicles per year

Hybrid
Internal Combustion Engine (ICE)

Coal Mining

Oil & Gas Production

tonnes coal mined per year

barrels of oil equivalent (BOE)
extracted per year

Coal
Oil
Gas
Coal-Fired
Gas-Fired
Hydropower

Electric Power

MW installed capacity
Nuclear
Oil-Fired
Renewables

Using this forward-looking production data for real-economy companies, one can assess how much
ownership financial portfolios have in real-world climate-relevant activities. The methodology does so by
allocating the planned production of the companies in which the portfolio has shareholdings to the
portfolio, proportionately to its ownership of the company. For example, imagine a portfolio which has
shareholdings in only one company, an automotive manufacturer, amounting to 5% of the total shares
outstanding of this company. Imagine that the forward-looking data estimates that in 2025 the automotive
company will produce 1,000,000 internal combustion engine (ICE) vehicles and 50,000 electric vehicles
(EVs). The portfolio then effectively owns forward-looking 2025 automotive production to the amount of
50,000 ICE vehicles and 2,500 EVs, i.e. 5% of the production of the company, proportionate to the
portfolio's share ownership in the company.
The final step in the methodology is to compare this forward-looking production effectively owned by the
portfolio to some climate-aligned benchmark. PACTA allows comparison specifically to climate scenarios
which lay out roadmaps for the sectors analyzed. FinanceMap chooses to use the IEA Beyond 2 Degrees
Scenario as it is the most ambitious scenario currently available in PACTA which provides roadmaps
granular enough at technology level for our analysis. For each sector, the B2DS prescribes production
amounts for each technology, which, if met, lead to a scenario with 50% chance of limiting global warming
Climate Funds: Are They Paris Aligned?, August 2021
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to 1.75° C. PACTA rescales these sector-level technology targets to calculate prescriptions for each
company, based on the company market share in the sector. This allows calculation of how aligned the
forward-looking production activities owned by the portfolio are with a Paris-aligned scenario. For example,
if the rescaled B2DS says that our automotive company should be producing 75,000 EVs in 2025 rather
than 50,000, the company's technology-level alignment score for EV production is -33%. The company is
producing one third less EVs than the scenario target prescribes. EVs are a green technology, therefore too
little production corresponds to negative alignment. As a result, the portfolio's ownership in EV technology
(5% of the automotive company) is also misaligned by -33%. Conversely, if the B2DS says the company
should produce less ICE vehicles than it is planned to, the ICE technology alignment score will also be
negative. ICE vehicles are a brown technology, therefore too much production corresponds to negative
alignment
In this scoring method, a 0% alignment score indicates that the portfolio is aligned with the B2DS. That is,
the companies in the portfolio are forecast to produce an amount corresponding to the B2DS scenario
target. A negative score indicates that the portfolio will own too much brown and/or too little green
production on average compared to the B2DS. A positive score shows that the portfolio will own less brown
and/or more green production on average than the B2DS prescribes.
Finally, FinanceMap creates an overall Paris Alignment Score for the portfolio as a whole. The output from
PACTA consists of scores at the technology level. FinanceMap calculates a weighted average of the
technology-level scores to create sector-level scores, the Sector Paris Alignment Score. This weighted
average is weighted using (i) the size of each technology's production in the portfolio and (ii) the production
target for the technology in the B2DS. From the Sector PA Scores, one top-line Portfolio PA Score is then
calculated. This top-line score is again a weighted average of the Sector Scores, weighted by (i) the financial
value of the sector in the portfolio and (ii) the sector's contribution to global emissions. In conclusion, the
Portfolio Paris Alignment Score is a percentage score which indicates how aligned the forecasted realeconomy activities owned by the portfolio through its shareholdings are compared to a Paris-aligned
scenario. If a portfolio owns too much brown and too little green production across sectors on average, it
will be negatively aligned.

Fossil Fuel Intensity
The second metric which this report uses to assess climate-themed and ESG funds is their indirect
ownership of fossil fuel reserves.
To measure this, InfluenceMap has gathered data on the oil, gas, and coal reserves ownership of all fossil
fuel companies in the funds analyzed. The reserves owned by a company are then allocated to a portfolio
which holds the company proportionately to the portfolio's shareholdings in the company. For example, if a
crude oil producer owns oil reserves in the amount of 1 million BOE and a portfolio holds 10% of the
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outstanding shares of this crude oil producer, the portfolio effectively owns 100 thousand BOE in oil
reserves.
In order to compare reserves across oil, gas, and coal, an emissions equivalent quantity is calculated from
the reserves quantity, in tonnes of CO2 equivalent (tCO2e), using the conversion factors outlined by Heede
and Oreskes (2016) 5. From this reserves ownership, the fossil fuel intensity of the portfolio is calculated as
the ratio of owned reserves emissions to portfolio total net assets. The final fossil fuel intensity metric then
has units of tonnes of CO2 equivalent per $ million in total net assets (tC02e/$mln).

5

Heede, R. and Oreskes, N. (2016). Potential emissions of CO2 and methane from proved reserves of fossil fuels: An alternative

analysis. Global Environmental Change, 36, pp.12–20.
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Results
The research identifies 723 funds, of which 593 are broad ESG funds and 130 are specific climate-themed
funds as based on the search terms noted above. The following sections elaborate on the research findings
at a number of levels in order to draw conclusions about the ESG/climate fund market as a whole, different
types of climate-themed funds specifically, and to compare such funds' fund managers amongst each
other. The full table of results for all funds analyzed can be found online here.

ESG and Climate-Themed Funds
The general findings across the entire list of analyzed funds is shown in the table below, split into broad
ESG and climate-themed funds.

Fund Type

Number

Total Net Assets

of Funds

(US$ mln)

Average

Average Exposure

Portfolio Paris

to Analyzed

Alignment Score

Sectors 6

Aggregate Fossil
Fuel Reserves
Intensity
(tCO2e/$mln)

Climate-Themed

130

67,389

0%

21.3%

173

Broad ESG

593

265,565

-6%

8.9%

621

For context, the second table below shows that world markets, represented by the MSCI World index, have
a Paris Alignment score of -17%, while US and European markets, represented by the S&P 500 and STOXX
600, sit at -14% and -12% respectively.

Index Fund
iShares Core MSCI
World UCITS ETF
SPDR S&P 500 ETF
Trust
iShares STOXX Europe
600 UCITS ETF (DE)

Fossil Fuel

Total Net Assets

Portfolio Paris

Exposure to

($ mln)

Alignment Score

Analyzed Sectors6

40,345

-17%

8.9%

2,937

382,511

-14%

7.5%

407

7,856

-12%

10.6%

3,209

Reserves Intensity
(tCO2e/$mln)

In comparison to the market, climate-themed funds have very high exposure to companies in the four
analyzed sectors and are climate aligned on average. This implies they hold positively climate-aligned
companies in the relevant sectors, as one might expect from such funds. However, there exists
considerable variation between climate-themed funds' Paris Alignment scores, as illustrated by the

6

Calculated as the exposure to companies which have their primary sector of operations in the automotive, oil & gas, coal mining, or

power sectors.
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following histogram showing the distribution of scores within this category. In fact, 55% of climate-themed
funds analyzed have a negative Portfolio Paris Alignment score.

Climate-themed funds' Portfolio Paris Alignment

Distribution of Portfolio Paris Alignment Scores for 130 climate-themed funds

Notably, the histogram shows two peaks. The smaller peak contains one out of five climate themed funds
and spans the range from Paris aligned to somewhat over-aligned (up to +10%). Funds in this category are
likely applying active strategies to achieve climate alignment. However, the largest peak corresponds to the
range of -10% to -20% Paris Alignment, a similar Paris Alignment score range as global markets. Three out
of ten climate-themed funds sit within this range. This peak highlights the prevalence of adjusted indexlinked strategies in climate-themed funds.
Passive index-linked strategies applying weighting and exclusion strategies are one of the most common
ways in which fund managers construct climate-themed and ESG funds. A large portion of these funds seek
to track a market index such as the MSCI World, S&P 500, or MSCI ACWI, while applying adjustments to
account for climate factors by (i) excluding companies or (ii) adjusting companies' weightings in the value of
the fund. Exclusion criteria most often single out companies which own fossil fuel reserves or which are
active in the fossil fuel value chain. When such exclusions are applied to a market index, this generally
results in a fund which holds little to no fossil fuel companies but whose overall portfolio outside of fossil
fuel sectors continues to diverge from a Paris-aligned pathway to the same extent as the market. Similarly,
where a weighting adjustment strategy is applied, the fund over-weights climate-positive companies and
underweights climate-negative ones in the portfolio, but must ultimately continue to track the financial
performance of the index to within a given tracking error. This results in a portfolio whose composition and
therefore (mis)alignment continue to be substantially linked to those of the underlying index.
Climate Funds: Are They Paris Aligned?, August 2021
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Often as a result of such strategies, climate-themed funds continue to hold fossil fuel value chain
companies to the aggregate amount of $153 million. Some of most occurring fossil fuel-related holdings in
climate funds are TotalEnergies, Kinder Morgan, Enbridge, Neste, Halliburton, Chevron, and ExxonMobil.
Meanwhile, broad ESG funds have an average Paris Alignment score of -6% and exhibit lower exposure to
climate-relevant companies on average. Once again the distribution of alignment scores within this
category is largely spread out (see figure below), but this time skewed more negatively than the climatethemed funds', with 71% of ESG funds falling into the negative Portfolio Paris Alignment score range.
Similarly to the climate-themed funds, Portfolio Paris Alignment scores in the same range as the broader
market are also particularly common among ESG funds, with approximately 30% of ESG funds falling into
the -10% to -20% PA score range.

ESG funds' Portfolio Paris Alignment

Distribution of Portfolio Paris Alignment Scores for 593 broad ESG funds

Analyzing fossil fuel intensity results shows that climate-themed funds once again perform better than
broad ESG funds on average. Comparison to market indices shows that ESG funds in particular continue to
be exposed to fossil fuel reserves to a non-negligible degree, on average appearing to indirectly own more
reserves per dollar than the S&P 500. For both climate-themed and broad ESG funds, however, fossil fuel
intensity is driven by a minority of funds, with 75% of climate funds and 58% of ESG funds holding no
shares in companies which own fossil fuel reserves.
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Subtypes of Climate-Themed Funds
Delving into climate-themed funds specifically, a wide variety of keywords is used to define funds which
this report has broadly labeled climate-themed. This section seeks to identify and analyze these
subcategories in more detail in hope of better understanding the variation within the climate fund market.
This research broadly identifies six subtypes of climate-themed funds, respectively identified by the search
terms set out in the methodology above. The following table lays out high-level findings for each of these
six subtypes, while the graph below shows the distribution of Paris alignment scores across the funds of
each category.
Aggregate
Fund Subtype

Number of
Funds

Total Net

Average Portfolio

Average Exposure

Fossil Fuel

Assets across

Paris Alignment

to Analyzed

Reserves

Funds ($ mln)

Score

Sector Companies

Intensity
(tCO2e/$mln)

Broad Climate

68

22,654

5%

14.4%

241

Carbon Restricted

16

12,877

-12%

15.4%

171

Transition

11

8,618

-5%

18.6%

385

Paris Aligned

4

243

-19%

6.0%

0

Fossil Fuel Restricted

8

2,377

-16%

5.3%

0

Clean Energy

22

20,597

10%

57.7%

2

Distribution of climate funds' Paris Alignment by subtype

Portfolio Paris Alignment Score scatter plot for 130 climate-themed funds across 6 subtypes
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Notably, the majority of fund subtypes are misaligned on average. However, all categories once again show
significant variation in performance between funds, as evidenced by the distribution plot. Broad climate
funds, simply categorized by the words 'climate' or 'environment', are among the most Paris aligned funds
on average, but span a PA score range from -42% to +90%. Moreover, these funds continue to show
relatively high fossil fuel intensity scores, indicating considerable holdings in fossil fuel reserves-owning
companies.
Meanwhile, three out of four funds marketed as 'Paris aligned' are negatively aligned according to
InfluenceMap's scoring methodology, leading to a significant average misalignment for this category. This
misalignment is generally the result of these funds simply being adjusted index funds applying exclusion
criteria and adjusted weightings. For example, when an MSCI World Paris Aligned fund which has the same
holdings as the MSCI World index but excludes coal companies, this does not necessarily positively affect
its alignment score. If the operations of the other companies still in the portfolio are not aligned with the
IEA B2DS, the fund will continue to receive a negative alignment score. This is the case for many of the
'Paris-aligned' funds, who simply divest from the coal, oil and gas sectors, but continue to have
considerably misaligned holdings in the automotive and power sectors.
Similar considerations drive the misalignment score of 'fossil fuel restricted' funds. These funds most
commonly track an index with the exclusion of companies which hold fossil fuel reserves. Consequently, all
of the 'fossil fuel restricted' funds analyzed have zero fossil fuel intensity. Nonetheless, the rest of their
portfolio holdings are commonly just as misaligned as the underlying index. As such, these funds
commonly retain holdings in oil and gas value chain companies which do not directly own reserves, such as
refiners and distributors. For example, both the SPDR S&P 500 Fossil Fuel Reserves Free ETF and the
iShares Developed World Fossil Fuel Screened Index Fund hold shares in Marathon Petroleum Corp and
Phillips 66, two of the world's most egregious fossil fuel lobbying companies preventing policy-based
climate action according to InfluenceMap's research on corporate lobbying on climate change policy. This
research can be accessed on the InfluenceMap website.
Unsurprisingly, the best performing climate fund subtype is the 'clean energy' funds. These funds have very
high exposure to the power sector, where they invest in renewables-heavy companies, and low to no
exposure in other sectors. While the distribution graph again shows a large spread in performance, the
majority of these funds are positively aligned and have low to zero fossil fuel intensity as a result.
Overall, it is clear that even when split into subtypes, a high level of variation remains characteristic of the
performance of climate-themed funds. This variation highlights the lack of transparency throughout the
ESG and climate fund market, with different fund labels not decisively corresponding to improved
performance on climate alignment.
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Comparing Fund Managers
This final results section seeks to analyze and compare the different fund managers on their offerings of
climate-themed funds. Specifically, this research draws out the five asset managers with the largest
offerings in climate funds by total net assets and assesses their funds. These managers are displayed in the
following table, along with high-level averages for their respective climate-themed funds which have been
identified and analyzed using this report's methodology. Following the trend of the previous sections, there
appears to be considerable variation between asset managers in the alignment and fossil fuel intensity of
their climate funds.
Aggregate
Number of
Fund Manager

Total Net

Average Portfolio

Average Exposure

Fossil Fuel

Climate-Themed

Assets across

Paris Alignment

to Analyzed

Reserves

Funds Analyzed

Funds ($ mln)

Score

Sectors 7

Intensity
(tCO2e/$mln)

BlackRock

8

26,299

-6%

26.2%

111

BNP Paribas

9

4,655

8%

21.8%

179

UBS Group

8

3,919

-8%

8.1%

750

7

3,208

-14%

16.7%

381

4

2,424

23%

38.8%

0

State Street
Corporation
Invesco

BlackRock is by far the largest provider of climate-themed funds in terms of net assets. Its funds are
misaligned on average but, as with the sector as a whole, vary depending on the investment strategy of the
individual fund. The eight BlackRock funds analyzed and their scores are listed below. For ease of reference,
the table of market index fund scores is also repeated.

7

Calculated as the exposure to companies which have their primary sector of operations in the automotive, oil & gas, coal mining, or power

sectors.
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BlackRock Fund

Portfolio Paris

Exposure to

Assets ($

Alignment

Analyzed

mln)

Score

Sectors7

6,140

6%

5%

0

6,050

8%

81%

0

5,741

8%

81%

0

Transition

5,105

-18%

10%

368

Transition

1,424

-2%

7%

296

861

-16%

7%

44

606

-17%

13%

959

372

-17%

5%

0

Subtype

ACS World Low Carbon EQ

Carbon

Tracker

Restricted

iShares Global Clean Energy

Clean

ETF

Energy

iShares Global Clean Energy

Clean

UCITS ETF

Energy

ACS Climate Transition World
Equity Fund
BlackRock US Carbon
Transition Readiness ETF
iShares MSCI ACWI Low
Carbon Target ETF

Fossil Fuel

Total Net

Fund

Carbon
Restricted

Reserves
Intensity
(tCO2e/$mln)

BlackRock World exUS
Carbon Transition Readiness

Transition

ETF
iShares Developed World
Fossil Fuel Screened Index
Fund (UK)

Index Fund
iShares Core MSCI World
UCITS ETF
SPDR S&P 500 ETF
Trust
iShares STOXX Europe
600 UCITS ETF (DE)

Fossil Fuel
Restricted

Fossil Fuel

Total Net Assets

Portfolio Paris

Exposure to

($ mln)

Alignment Score

Analyzed Sectors6

40,345

-17%

8.9%

2,937

382,511

-14%

7.5%

407

7,856

-12%

10.6%

3,209

Reserves Intensity
(tCO2e/$mln)

Similarly to the general 'clean energy' fund findings above, BlackRock's clean energy-focused funds, along
with one low carbon fund, are over-aligned compared with the Paris-aligned scenario and contain no fossil
fuel reserves. However, its other funds are misaligned, with half of all its climate funds appearing to be
similarly misaligned to the MSCI World index. This misalignment is again explained by the adjusted indexlinked strategies applied by these funds.
The second largest provider of climate-themed funds identified in this analysis is BNP Paribas. Its funds and
their scores are listed in the following table.
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BNP Paribas Fund

BNP Paribas Climate Impact
BNP Paribas Global
Environment
BNP Paribas Energy Transition
BNP Paribas Easy Low Carbon
100 Europe PAB
THEAM Quant - Equity Europe
Climate Care

Fund
Subtype
Broad
Climate
Broad
Climate
Transition
Carbon
Restricted
Broad
Climate

THEAM Quant - Equity Europe

Broad

Climate Care Protection 90%

Climate

THEAM Quant Europe Climate
Carbon Offset Plan
THEAM QUANT World
Climate Carbon Offset Plan
BNP Paribas Environmental
Absolute Return Thematic
Equity

Carbon
Restricted
Carbon
Restricted
Broad
Climate

Fossil Fuel

Total Net

Portfolio Paris

Exposure to

Assets ($

Alignment

Analyzed Sector

mln)

Score

Companies

1,226

14%

15%

0

1,119

81%

6%

0

1,044

3%

54%

0

1,022

1%

6%

0

97

-24%

17%

5,006

57

-9%

36%

5,246

35

5%

6%

1,447

30

14%

5%

0

26

-10%

52%

0

Reserves
Intensity
(tCO2e/$mln)

The two largest funds, BNP Paribas Climate Impact and BNP Paribas Global Environment, are dedicated to
companies which "conduct a significant proportion of their business in environmental sectors" and which
"deliver solutions to climate change". PACTA primarily has data on such companies in the power sector,
where they are highly aligned due to high activity in the renewables space. As such, PACTA analysis
effectively treats these funds as if they were part of the 'clean energy' subtype, with corresponding high
alignment scores.
Other funds, such as the BNP Paribas Energy Transition and the BNP Paribas Easy Low Carbon 100 Europe,
are invested more broadly across PACTA sectors, but continue to be aligned, investing in companies active
in green technologies and scaling back brown technologies in alignment with the IEA B2DS.
The notable outliers are the two THEAM Quant Equity Europe Climate Care funds and the BNP Paribas
Environmental Absolute Return Thematic Equity fund. The Equity Europe Climate Care funds are
misaligned across all sectors, resulting in a negative overall alignment score. Moreover, this fund has
significant shareholdings in TotalEnergies, resulting in a high fossil fuel intensity score. The BNP Paribas
Environmental Absolute Return Thematic Equity fund is positively aligned in the power sector but highly
misaligned in the automotive sector due to its investment in General Motors, resulting in overall negative
alignment.
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For the other three largest climate fund managers, UBS Group, State Street Corporation, and Invesco, the
following table lists a limited number of representative funds. The full list of funds analyzed for each of
these asset managers, along with their scores, can be consulted here.

Fund

UBS Life Climate Aware
World Equity Fund

Fossil Fuel

Total Net

Portfolio Paris

Exposure to

Assets

Alignment

Analyzed Sector

($ mln)

Score

Companies

UBS Group

3,331

-15%

5.7%

545

UBS Group

22.4

-14%

6.2%

29,039

1,206

-18%

6.0%

0

838

-19%

7.3%

1,310

Invesco

1,925

30%

39.5%

0

Invesco

414

26%

44.9%

0

Fund
Manager

Reserves
Intensity
(tCO2e/$mln)

UBS (Irl) ETF plc - MSCI
ACWI ESG Universal Low
Carbon Select UCITS ETF
Fund
SPDR S&P 500 Fossil Fuel

State Street

Reserves Free ETF

Corporation

State Street All World Equity
Climate Balanced MultiFactor Index Sub-Fund
Invesco WilderHill Clean
Energy ETF
Invesco Global Clean Energy
ETF

State Street
Corporation

UBS's funds are again largely index-tracking funds with adjusted weightings, as illustrated by the first two
funds in the table. As a result, these funds show considerable misalignment on par with the market.
Additionally, UBS's average fossil fuel intensity is much higher than the other fund managers'. This is a result
of its index-tracking funds continuing to hold shares in fossil fuel producers. Particularly, UBS's 'Climate
Aware' and 'Low Carbon' fund strategies continue to have considerable holdings in Exxon Mobil, BP, Royal
Dutch Shell, Glencore, BHP Group, and more.
A similar observation applies to State Street Corporation, which offers six climate-adjusted index funds and
one clean energy-themed fund, resulting in market-level alignment scores and relatively high fossil fuel
intensities in non-fossil fuel reserves free funds.
Finally, this report identifies four climate-themed Invesco funds, of which three are clean energy-focused
and one is an energy transition fund. The result of this clean energy focus is that Invesco's average climate
fund Portfolio Paris Alignment score is substantially over-aligned and its aggregate fossil fuel intensity is
zero.
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Conclusion
In conclusion, the findings exposed by this research highlight a number of issues in the climate-themed and
ESG fund markets and suggest a need for closer oversight of the sector. Policy to address this need is
currently almost exclusively being considered and implemented in European markets, through mechanisms
such as the EU SFDR and Taxonomy, as well as initial steps by regulators in the UK. The primary issues in
the sector identified by this report are (i) a large variation in the climate alignment of climate-themed
funds, (ii) the prevalence of adjusted index fund strategies, and (iii) ultimately a lack of transparency
around the extent to which funds' strategies seek to achieve climate alignment.
The variation in both general alignment and fossil fuel intensity across fund types results in a fund
landscape which is highly inconsistent and difficult to interpret. While high-level averages are as expected,
with climate-themed funds scoring better than ESG funds which score better than market indices, the large
variance within categories weakens this pattern to the extent that a climate-themed fund is not necessarily
significantly more likely to be climate aligned than an ESG fund. Within the climate-themed fund category,
more than half of funds appear to be misaligned from the goals of the Paris Agreement according to
InfluenceMap's methodology. Subcategories of climate-themed funds, using specific descriptors such as
'low carbon', 'energy transition', or 'clean energy', do little to improve the consistency in alignment, with
levels of variation similar to the market as a whole.
A large portion of the funds analyzed in this report exhibit climate alignment scores similar to those of the
broader market, i.e. misaligned. This is largely a result of the prevalence of passive strategies which seek to
track market indices while applying exclusion and/or weighting criteria. In the case of weighting strategies,
a fund will continue to hold the same companies as the underlying benchmark, with weighting adjustments
only leading to marginal changes in share ownership of misaligned companies. Exclusion strategies do not
perform much better, with many 'fossil fuel reserves free' funds continuing to invest in downstream fossil
fuel companies, and 'low carbon' funds divesting from the fossil fuel value chain while continuing to hold
problematic automotive and power sector holdings. Strategies such as these therefore commonly result in
funds whose portfolios do not differ significantly from the market as a whole when it comes to climate
alignment.
While the aforementioned issues do not necessarily contradict the strategy and goals of the individual
funds analyzed, they ultimately highlight a lack of consistency and of transparency throughout the sector
on the alignment of ESG and climate-themed funds with global climate targets. As a result, it remains
difficult for investors to determine what these funds' descriptors mean in practice relative to the market,
to each other, and to their own investment goals.
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