Research Key Findings
Fixed Income:
Preparing for
the Big Shift

ESG Moves Mainstream
in Fixed Income
In our recent survey of over 350 institutional investors,
responses confirmed that there are some substantial
shifts underway in fixed income investing. This paper is
the second in a series that focuses on what these findings
mean for fixed income investors.

Fixed Income ESG is
Here and Growing

Already a key factor in equity decision-making, our survey revealed that ESG is now truly a
mainstream consideration for fixed income investors.
Globally, over the next three years the majority of institutional investors are planning to
increasingly integrate ESG factors into their fixed income portfolios. A mere 3% had no plans
to do so and for 61% of investors globally ESG incorporation was either a top or high priority.
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Percentage saying ESG integration in fixed income is a high priority over the next 3 years.

In terms of future focus for investors, there was a fairly even spread across the whole fixed
income spectrum, as can be seen below.
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Source: State Street Global Advisors. Which segments of your fixed income portfolio will you prioritize for deeper/more
comprehensive ESG integration over the next three years? Respondents were asked to select all that applied. N=358.

Changes in Approach

In terms of current approach, best-in-class came out top with impact investing second. Thematic,
norms-based and ESG tilt were close behind.
Best-in-class Investment in issuers selected for stronger ESG
scores relative to industry peers

Figure 2
What approaches do
investors currently
employ?

Impact Targeting a measurable positive social and/or
environmental impact. Investments typically align to the UN SDGs
Thematic Investment in themes or assets specifically aimed at solving
social or environmental problems eg clean energy and green technology
Norms-Based Screening of investments against minimum standard
of business practice, based on international norms
ESG Tilt The inclusion of ESG risks and opportunities into traditional
financial analysis using a weighting scheme or optimizer with constraints
ESG Tail Risk Monitoring ESG scores through time and imposing
constraints when there is a deterioration in ESG performance
Negative Screening The removal of certain sectors or companies
based on specific ESG criteria
Not Yet Incorporated

Source: State Street Global Advisors. What approaches does your institution or the external asset managers you employ
currently take to incorporate ESG issues into its fixed income portfolio? n=358.

However, when we asked investors what types of ESG strategy they were likely to increase
allocations to in the next three years, a different picture emerged. Respondents said they are
likely to increase their allocation to three key types of fixed income ESG strategies over the next
three years: broad ESG, targeted social, and targeted climate/environmental.

Figure 3
What approaches do
investors intend
to employ?
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Source: State Street Global Advisors. What type(s) of fixed income ESG strategy is your institution likely to increase
allocation to over the next three years? n=358.
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Our Take

Fixed income is following a similar trajectory to that of equities as ESG increasingly becomes
a key factor in all investment decision-making, from top-down strategy design to bottom-up
security selection.
While best-in-class solutions are currently most common, as investors’ gain more ESG expertise,
we’re seeing rising allocations to more focused approaches such as those with targeted social or
climate aims.
These approaches gel with conversations that we have with our clients. Investors are growing
more sophisticated in how they undertake their ESG implementations and are targeting specific
key objectives.

The Takeaway

With mounting attention on ESG, investors and asset owners have responded with new products
and solutions that make it evermore achievable to attain performance and the right ESG results,
whether that’s a broader-based focus or a specific target such as social or climate.
For example, as COP26 brings attention to climate and with climate change being the number
one priority for the over 3,000 UN PRI signatories, we’re seeing increasing allocations to climatefocused strategies. New strategies that can substantially improve your portfolio’s climate profile
while maintaining broad benchmark alignment are particularly relevant.
ESG will clearly be more deeply integrated into fixed income portfolios of the future. It therefore
makes sense to begin that journey by considering how your own portfolio aligns to this new reality.

For the full survey, please visit ssga.com/insights/fixed-income-research.

Further Reading

Understanding the journey to net zero.
https://www.ssga.com/capabilities/esg/journey-to-net-zero
The case for climate bond strategies.
https://www.ssga.com/insights/case-for-sustainable-climate-bond-strategy
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About State Street
Global Advisors

Our clients are the world’s governments, institutions and financial advisors. To help them achieve
their financial goals we live our guiding principles each and every day:
•
•
•
•

Start with rigour
Build from breadth
Invest as stewards
Invent the future

For four decades, these principles have helped us be the quiet power in a tumultuous investing
world. Helping millions of people secure their financial futures. This takes each of our employees
in 31 offices around the world, and a firm-wide conviction that we can always do it better. As a
result, we are the world’s third-largest asset manager with US $3.9 trillion* under our care.
* This figure is presented as of 30 June 2021 and includes approximately $63.69 billion of assets with respect to SPDR
products for which State Street Global Advisors Funds Distributors, LLO (SSGA FD) acts solely as the marketing agent.
SSGAFD and State Street Global Advisors are affiliated.

ssga.com
Marketing Communication
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Worldwide Entities
For a complete list of SSGA entities, please visit:
https://www.ssga.com/us/en/institutional/ic/
footer/state-street-global-advisorsworldwideentities
Investing involves risk including the risk of loss
of principal.

This document contains certain statements
that may be deemed forward looking
statements. Please note that any such
statements are not guarantees of any future
performance and actual results or
developments may differ materially from
those projected.

regulation. This means that this marketing
communication (a) has not been prepared
in accordance with legal requirements
designed to promote the independence of
investment research (b) is not subject to
any prohibition on dealing ahead of the
dissemination of investment research.

The information provided does not constitute
investment advice and it should not be relied
on as such. It should not be considered a
solicitation to buy or an offer to sell a security.
It does not take into account any investor’s
particular investment objectives, strategies,
tax status or investment horizon. You should
consult your tax and financial advisor.

Bonds generally present less short-term risk
and volatility than stocks, but contain interest
rate risk (as interest rates raise, bond prices
usually fall); issuer default risk; issuer credit risk;
liquidity risk; and inflation risk. These effects are
usually pronounced for longer-term securities.
Any fixed income security sold or redeemed
prior to maturity may be subject to a substantial
gain or loss.

The returns on a portfolio of securities which
exclude companies that do not meet the
portfolio’s specified ESG criteria may trail the
returns on a portfolio of securities which include
such companies. A portfolio’s ESG criteria may
result in the portfolio investing in industry
sectors or securities which underperform the
market as a whole.

All information has been obtained from sources
believed to be reliable, but its accuracy is not
guaranteed. There is no representation or
warranty as to the current accuracy, reliability
or completeness of, nor liability for, decisions
based on such information.

The whole or any part of this work may not be
reproduced, copied or transmitted or any of
its contents disclosed to third parties
without State Street Global Advisors’ express
written consent.
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research recommendation or ‘investment
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(2014/65/EU) or applicable Swiss
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International Government bonds and corporate
bonds generally have more moderate short
term price fluctuations than stocks, but provide
lower potential long-term returns.
Investing in foreign domiciled securities may
involve risk of capital loss from unfavorable
fluctuation in currency values, withholding
taxes, from differences in generally accepted
accounting principles or from economic or
political instability in other nations.
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