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Audi o Script 

Audio Script: 

Hello and thank you for joining today's presentation on sustainability, a new standard for investing. 
Sustainability can be a broad term and is used in many contexts. To some of you, it may connote an ability to 
thrive in the long run. To others, it may align with your worldview. What we're going to discuss today is how 
sustainability fits into an investment conversation. My goal is that you come away with the shared knowledge 
that sustainable investing is truly a new comprehensive standard for investing that can help investors 
pursue better outcomes over the long term. 

Sustainable investing started with the premise that the investing world may have been missing something— 
let me illustrate this with a company example. 

In 2015, Volkswagen became embroiled in a now infamous scandal. The company admitted that they 
cheated on emissions tests violating the US Clean Air Act. The CEO resigned and its stock plummeted. This is 
not just a story about a company that harmed the environment. This is also a story about how investors who 
owned the Volkswagen stock never saw this coming. Company reports, earnings results and other traditional 
measures of financial analysis simply weren't enough. 

Turns out, there were many red flags. Former executives dominated the supervisory board, creating a lack of 
outside perspectives. There were too many significant shareholders on the board. Volkswagen also had a 
culture where sales teams were under immense pressure to hit their targets. Traditional financial analysis did 
not capture these risks and may not always give us the clearest view on its own. So sustainable investing is 
about incorporating a critical additional lens alongside financial analysis. Assessing risks and opportunities 
across environmental, social and governance issues can help investors make a more informed assessment 
of an investment. 

So our agenda will cover, first, what is ESG, second, the risks that ESG analysis can help uncover, third, the 
opportunities ESG analysis can help capture, fourth, why sustainable investing is becoming a new standard 
for investing, and lastly, how you can start investing sustainably today. Let's dive into the first topic of what is 
ESG. 

Sustainable investing is defined as combining traditional investment approaches with environmental, social 
and governance insights. ‘E’ stands for environmental, ‘S’ stands for social, and ‘G’ for governance. Analysis 
across E, S and G pillars can reveal risks and opportunities not captured by a traditional financial analysis. 

Let's look at each of these in more detail. The environmental pillar includes issues like climate risk, natural 
resource usage, pollution and waste control and innovation in areas like clean technology. The social pillar 
includes issues like human capital management, product safety and liability, data privacy and health and 
safety of workers and communities. The governance pillar includes issues like accounting practices, 
ownership and control structures, board independence and corporate ethics. 

Analysis across E, S and G expands the scope of financial analysis to reveal both risks and opportunities. For 
example, companies exposed to increasingly frequent extreme weather events can face disruptions to their 
operations. Companies that produce poor quality products may face costs related to product recalls, 
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litigation and reduced customer loyalty. On the opportunities front, companies developing products to 
improve water efficiency may benefit from rising demand for such products due to worsening water scarcity. 
Companies investing in clean technologies such as electric vehicles or battery technology may benefit from 
favorable policies as well as growing consumer demand. Sustainable investing doesn't throw out traditional 
financial analysis, but rather its supplements and enhances it. 

Let's move on to the next section and look at some real-life examples to understand how critical investing 
with a sustainable lens can be. 

Our first case study is about Vale, one of the world's largest mining companies. In January of 2019, its 
Brumadinho dam disaster released 3 billion gallons of mine waste, that's about 4,500 Olympic pools worth, 
and tragically killed almost 300 people. Financial analysts at the time were generally positive on Vale prior to 
the disaster in January 2019, with consensus price targets broadly trending well above its share price. 
However, it was given the second lowest possible ESG rating by MSCI, a leading ESG ratings provider, due to 
its history of similar accidents and lack of oversight, including a previous dam collapse in 2015. More 
specifically, Vale scored poorly across an analysis of its health and safety measures, its impact on local 
communities and effects on biodiversity and land use. The day of the dam collapse, Vale's stock price fell by 
over 20%. This example illustrates how ESG analysis can reveal risks not captured by traditional financial 
analysis. 

Climate change is another major environmental risk facing companies today. Over the last five years, the 
total cost of billion-dollar weather and climate disasters has exceeded $700 billion. In addition, the annual 
frequency of these types of events has more than doubled. The negative ramifications of environmental 
issues can either be felt over a long period of time, such as with climate change, or suddenly, as in the case of 
Vale. Companies that prioritize environmental issues, including climate risk, may be better positioned to 
outperform over the long term. 

Let's take another company example and focus on a social issue: data privacy and security. In September of 
2017, Equifax, the credit reporting agency, announced the largest data breach in US history, which had 
significant reputational and financial repercussions for the company. The breach affected 150 million 
people. At the time, financial analysts were generally positive on the company, rating the stock as a buy. But 
MSCI's ESG analysts had downgraded Equifax as early as August 2016 to the lowest possible ESG rating due 
to a lack of strong controls related to data security. This is yet another example of how ESG analysis helped 
identify risks that were not captured by traditional financial analysis. 

This case study shows that, like environmental issues, social issues can also have an impact on companies. 
Another example of a social issue is human capital management. Every year, about two million American 
workers leave their jobs due to unfairness and discrimination. The estimated cost of replacing them is $64 
billion. Unfair treatment and discrimination of employees has a cost to business. Strong human capital 
management can impact a company's ability to attract and retain top talent and reduce costs related to 
turnover. 

Governance issues like board structure and diversity, accounting practices and corporate ethics can help 
investors assess the quality of controls and management at a company. The Volkswagen example that we 
walked through at the beginning of the presentation illustrates how lack of strong governance can impact a 
company. In addition, a study has shown that companies that have gender diversity in their executive teams 
have higher profitability than companies with poor gender diversity. And here's why it matters for your 
portfolio. Investment strategies that incorporate ESG analysis may have reduced exposure to companies like 
Volkswagen, Vale and Equifax with identified ESG risks. 

So far, we've illustrated why ESG analysis is critical to risk management. There is also tremendous 
opportunity in considering sustainability issues. 

As a society, we have more information at our fingertips than ever before. The expanded access to 
information is driving consumer choices, including choices related to sustainability. Surveys show increasing 
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consumer demand for products and businesses that prioritize sustainability. No matter your personal view, 
this demand can have an impact on business. 

In addition to these broad sustainable practices, companies related to specific sustainable themes like clean 
energy may also be poised to grow over the long term. One estimate projects that $32 trillion in new 
investment will be needed over the next decade to implement renewable energy targets that have been set 
globally. Investors looking to capture sustainable themes like renewable energy may add exposure to 
strategies that provide access to such companies in their portfolios. 

Now that we've covered how ESG analysis can help investors identify risks and opportunities not captured by 
traditional financial analysis, it hopefully shows why there is growing recognition that sustainability is a 
critical part of any robust investment process. 

With this growing recognition, we are seeing more ESG data and growing demand for sustainable 
investments. For example, companies are disclosing more ESG information. In 2011, only 20% S&P 500 
companies published a sustainability report. In 2021, that number rose to 92. In addition to that, large 
institutions like central banks, public pension firms and insurance firms are recognizing that sustainability 
risks are investment risk and are integrating ESG considerations into their investment processes. One study 
showed that 73% of institutional investors have implemented ESG strategies. Personal investors are also 
expressing interest. Behavioral scientists at Morningstar found that 71% of the US population expressed at 
least moderate interest in sustainable investing, and 45% had some of the higher levels of interest. 

As a result of this growing demand, assets in sustainable investing are growing rapidly. Sustainable ETFs 
have grown at 80% compound annual growth rate since 2015 to the end of 2021. Sustainable mutual funds 
have grown at 22% compound annual growth rate over the same period. Blackrock projects that sustainable 
indexed investments globally will add $1.5 trillion in new assets between 2020 and 2030. 

By now, you are likely wondering how you can get started investing sustainably. So let's walk through a 
couple easy ways you can incorporate sustainability into your portfolios. 

First is through using Core ESG building blocks. Consider customizing your core portfolios by replacing 
traditional market cap weighted exposures with ESG ETFs that offer broad market exposure while seeking 
sustainability objectives. The iShares ESG Aware ETFs provide building blocks for portfolio construction 
across the US equities, international equities and fixed income. They provide exposure to companies with 
positive ESG characteristics while exhibiting risk and return characteristics similar to those of the parent 
index. This allows you to continue to pursue your financial objectives while applying an ESG lens. For 
example, ESGU provides exposure to large and mid-cap US stocks with favorable ESG characteristics. 
Similarly, EAGG provides exposure to investment grade bonds from issuers with favorable ESG 
characteristics. 

Another approach is to consider investing in themes for long term growth potential while helping address the 
world's most pressing challenges. The iShares Global Clean Energy ETF, or ICLN, provides access to the 
largest global companies involved in the production and distribution of renewable energy and equipment. 
Renewables are set to represent 3/4 of the $12 trillion the world will invest in new power technology through 
2040. Renewable energy companies may be positioned to benefit from this transition. 

SDG provides exposure to global companies that derive revenue from products and services that address 
themes related to the United Nations Sustainable Development Goals. The UN Sustainable Development 
Goals or SDGs are a set of 17 goals that represent a universal call to action to end poverty, protect the planet 
and improve the lives and prospects of everyone everywhere. The goals address some of the most pressing 
global challenges, such as nutrition, sanitation, education and climate change. Companies providing 
products and services to address these challenges may be positioned for long term growth. Investors can 
consider strategies like ICLN and SDG as satellite exposures within their portfolios to express a view on these 
types of themes. 
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In conclusion, sustainable investing is about pursuing better outcomes for your investment portfolio. 
Investing with sustainability issues insight can help you identify risks and opportunities that are often not 
captured by traditional financial analysis. iShares is committed to providing a platform of choice for 
investors looking to invest sustainably. Thank you for joining me today. 

Visit  iShares.com
information that you should read and consider carefully before investing. Investing involves risk, including 
possible loss of principal. 
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On Screen Copy: 

Important information about MSCI 

Certain information ©2022 MCSI ESG Research LLC. Reproduced by permission; no further distribution. 

Certain information contained herein (the “Information”) has been provided by MSCI ESG Research LLC, a 
RIA under the Investment Advisers Act of 1940, and may include data from its affiliates (including MSCI Inc. 
and its subsidiaries (“MSCI”)), or third party suppliers (each an “Informal Provider”), and it may not be 
reproduced or redisseminated in whole or in part without prior written permission. The Information has not 
been submitted to, nor received approval from, the US SEC or any other regulatory body. The Information 
may not be used to create any derivative works, or in connection with, nor does it constitute, an offer to buy or 
sell, or a promotion or recommendation of, any security, financial instrument or product or trading strategy, 
nor should it be taken as an indication or guarantee of any future performance, analysis, forecast or 
prediction. Some funds may be based on or linked to MSCI indexes, and MSCI may be compensated based 
on the fund’s assets under management or other measures. MSCI has established an information barrier 
between equity index research and certain Information. None of the Information in and of itself can be used 
to determine which securities to buy or sell or when to buy or sell them. The Information is provided “as is” 
and the user of the Information assumes the entire risk of any use it may make or permit to be made of the 
Information. Neither MSCI ESG Research nor any Information Party makes any representations or express or 
implied warranties (which are expressly disclaimed), nor shall they incur liability for any errors or omissions 
in the Information, or for any damages related thereto. The foregoing shall not exclude or limit any liability 
that may not by applicable law be excluded or limited. 

About MSCI ESG Research 

MSCI ESG Research provides in-depth research, ratings and analysis of the environmental, social and 
governance-related business practices of thousands of companies worldwide. Our research is designed to 
provide critical insights that investors may use as part of their implementation of responsible investment 
objectives and to identify environmental, social and governance risks and opportunities that traditional 
investment research may overlook. 

MSCI Disclaimer 

MSCI ESG Research data and ratings are used in the construction of the MSCI ESG Indexes. Our suite of over 
900 equity and fixed income indexes are designed to help institutional investors more effectively benchmark 
ESG investment performance, issue index-based investment products, as well as manage, measure and 
report on ESG mandates. For more i nformation,  visit us a t www.msci.com/esg.  

Carefully consider the Funds' investment objectives, risk factors, and charges and expenses before 
investing. This and other information can be found in the Funds' prospectuses or, if available, the 
summary prospectuses which  may be obtained  by visiting  www.iShares.com  
Read the prospectus carefully before investing. 

Investing involves risk, including possible loss of principal. 

Fixed income risks include interest-rate and credit risk. Typically, when interest rates rise, there is a 
corresponding decline in bond values. Credit risk refers to the possibility that the bond issuer will not be able 
to make principal and interest payments. 

Funds that concentrate investments in specific industries, sectors, markets or asset classes may 
underperform or be more volatile than other industries, sectors, markets or asset classes and the general 
securities market. 

or  www.blackrock.com.  
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International investing involves risks, including risks related to foreign currency, limited liquidity, less 
government regulation and the possibility of substantial volatility due to adverse political, economic or other 
developments. These risks often are heightened for investments in emerging/developing markets, in 
concentrations of single countries or smaller capital markets. 

A fund's environmental, social and governance (“ESG”) investment strategy limits the types and number of 
investment opportunities available to the fund and, as a result, the fund may underperform other funds that 
do not have an ESG focus. A fund's ESG investment strategy may result in the fund investing in securities or 
industry sectors that underperform the market as a whole or underperform other funds screened for ESG 
standards. In addition, companies selected by the index provider may not exhibit positive or favorable ESG 
characteristics. 

The iShares Funds are not sponsored, endorsed, issued, sold or promoted by MSCI Inc., nor does this 
company make any representation regarding the advisability of investing in the Funds. BlackRock is not 
affiliated with MSCI Inc. 

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 are as of a specific time and 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. As such, no 
warranty of accuracy or reliability is given and no responsibility arising in any other way for errors and 
omissions (including responsibility to any person by reason of negligence) is accepted by BlackRock, its 
officers, employees or agents. This material may contain “forward-looking” information that is not purely 
historical in nature. Such information may include, among other things, projections and forecasts. There is 
no guarantee that any of these views will come to pass. Reliance upon information in this material is at the 
sole discretion of the viewer. 

Prepared by BlackRock Investments, LLC, member FINRA. BlackRock is not affiliated with Merrill Lynch or 
any of its affiliates. 

© 2022 BlackRock, Inc. All rights reserved. iSHARES and BLACKROCK are trademarks of BlackRock, Inc., or 
its subsidiaries. All other marks are the property of their respective owners. 

Investing involves risk including possible loss of principal. Information is current as of the date of this 
material. 

Any opinions expressed herein are from a third party and are given in good faith, are subject to change 
without notice, and are considered correct as of the stated date of their issue. 

Merrill Lynch, Pierce, Fenner & Smith Incorporated is not a tax or legal advisor. Clients should consult a 
personal tax or legal advisor prior to making any tax or legal related investment decisions. 

Bank of America Corporation (“Bank of America”) is a financial holding company that, through its 
subsidiaries and affiliated companies, provides banking and investment products and other financial 
services. 

Merrill Lynch, Pierce, Fenner & Smith Incorporated (also referred to as “MLPF&S” or “Merrill”) makes 
available certain investment products sponsored, managed, distributed or provided by companies that are 
affiliates of Bank of America Corporation (“BofA Corp.”). MLPF&S is a registered broker-dealer, registered 
investment adviser, Member SIPC and a wholly owned subsidiary of BofA Corp. Merrill Lynch Life Agency Inc. 
(“MLLA”) is a licensed insurance agency and a wholly owned subsidiary of BofA Corp. 

This material does not take into account a client’s particular investment objectives, financial situations, or 
needs and is not intended as a recommendation, offer or solicitation for the purchase or sale of any security 
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or investment strategy. Merrill offers a broad range of brokerage, investment advisory (including financial 
planning) and other services. There are important differences between brokerage and investment advisory 
services, including the type of advice and assistance provided, the fees charged, and the rights and 
obligations of the parties. It is important to understand the differences, particularly when determining which 
service or services to select. For more information about these services and their differences, speak with 
your Merrill financial advisor. 

Nothing discussed or suggested in these materials should be construed as permission to supersede or 
circumvent any Bank of America, Merrill Lynch, Pierce, Fenner & Smith Incorporated policies, procedures, 
rules, and guidelines. 

Investment products offered through MLPF&S and insurance and annuity products offered through 
Merrill Lynch Life Agency Inc.: Are Not FDIC Insured, May Lose Value, Are Not Bank Guaranteed, Are Not 
Insured by Any Federal Government Agency, Are Not Deposits, Are Not a Condition to Any Banking 
Service or Activity. 
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