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and Entering the ETF Space
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« For 20 years there has been a clear increase in demand
for ESG fixed income, with the trend accelerating after
the Global Financial Crisis.

« While investors have been slow to use ETFs as a vehicle
for these strategies, preferring mutual funds, there has
recently been clear uptick in adoption.

Many have associated the growth in ESG investing with equity strategies, while a less talked
about area of the responsible investing landscape is within the fixed income space. Despite the
lack of attention, fixed income ESG strategies have grown in popularity and there are now nearly
1,500 funds offered globally, with just shy of $1trillion of assets invested.

Although most of these assets have been invested within active mutual funds over the past three
years, there has been a meaningful uptick in both the number of ESG fixed income ETFs and also
the adoption of these investment vehicles by investors. In 2019 alone we saw $5.6 billion flow into
ESG fixed income ETFs, more than five times the previous record year, and 2020 has already
surpassed that figure.
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Source: Morningstar Direct, as of 31 August 2020. All figures expressed in USD billions. The above chart refers specifically to
the ESG fixed income universe.
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Figure 2

ETF vs. Open-End
Fund Calendar
Year Flows
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Source: Morningstar Direct, as of 31 August 2020. All figures expressed in USD billions. The above chart refers specifically to the ESG fixed income universe.

Figure 3
Market Growth Split
by Domicile of Assets
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At the start of this century, US investors were clearly the front-runners in terms of ESG adoption
within fixed income, with the vast majority of the assets accounted for by US-domiciled funds.
However, after the Global Financial Crisis, European investors began to adopt ESG fixed income
strategies at a far quicker rate.

In fact, since 2015, the European market has seen stronger growth than the US, and is now more
than $100 billion larger, with European assets accounting for $545 billion versus $424 billion

in the US. APAC, on the other hand, has lagged behind, with assets invested in these strategies
accounting for only $12 billion there.

More recently, while European investors have continued to invest into ESG fixed income
strategies, US investors have begun to see demand wane in the last few years. This trend has
been particularly strong since 2019, when Europe set new records for largest net inflows while
US-domiciled funds have seen much weaker flows compared to the early 2010s.
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Source: Morningstar Direct, as of 31 August 2020. All figures expressed in USD billions. The above chart refers specifically to
the ESG fixed income universe.
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Figure 4

Calendar Year Flows
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Source: Morningstar Direct, as of 31 August 2020. All figures expressed in USD billions. The above chart refers specifically to the ESG fixed income universe.

Figure 5
Market Growth Split
by Category
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Although European-domiciled assets now make up the majority of the universe, most strategies
still focus on the US fixed income market. European and globally focused strategies are beginning
to catch up, but US strategies continue to see strong net inflows.
Since 2010, emerging market strategies have also seen explosive growth, going from less than
$10 billion at the start of the decade to well over $80 billion now, far outpacing the growth rate of
developed market strategies. Flows into Asia, Australia and New Zealand strategies, on the other
hand, have remained fairly weak, as interest from investors in these regions has not helped to
prop up growth there.
1,200 [ Billions
1,000
800
600

400

200

Jan Feb Apr May Jun Aug
2000 2004 2008 2012 2016 2020

Source: Morningstar Direct, as of 31 August 2020. All figures expressed in USD billions. The above chart refers specifically to
the ESG fixed income universe.
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Figure 6
Calendar Year Flows
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Source: Morningstar Direct, as of 31 August 2020. All figures expressed in USD billions. The above chart refers specifically to the ESG fixed income universe.

Conclusion For the last 20 years, there has been a clear increase in demand for ESG investment strategies
within the fixed income asset class, which only accelerated after the Global Financial Crisis.

Although investors have been slow to take up ETFs as an investment vehicle for these strategies,
preferring to use mutual funds, there has recently been a clear uptick in adoption as well as new
products being launched to meet investor demand.

In just three years, ESG fixed income ETF assets have surged from only $3 billion to more than
$21 billion today. There have been over $6 billion of net inflows in 2020 alone, breaking previous
yearly records in the first eight months of the year.
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Limited is regulated by the Central Bank of Ireland.
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Israel: No action has been taken or will be taken
in Israel that would permit a public offering of the
Securities or distribution of this sales brochure to
the public in Israel. This sales brochure has not
been approved by the Israel Securities Authority
(the ‘ISA).

Accordingly, the Securities shall only be sold in
Israel to an investor of the type listed in the First
Schedule to the Israeli Securities Law, 1978,
which has confirmed in writing that it falls
within one of the categories listed therein
(accompanied by external confirmation where
this is required under ISA guidelines), that it is
aware of the implications of being considered
such an investor and consents thereto, and
further that the Securities are being purchased
for its own account and not for the purpose of
re-sale or distribution.

This sales brochure may not be reproduced or
used for any other purpose, nor be furnished to
any other person other than those to whom
copies have been sent.

Nothing in this sales brochure should be
considered investment advice or investment
marketing as defined in the Regulation of
Investment Advice, Investment Marketing and
Portfolio Management Law, 1995 (“the
Investment Advice Law”). Investors are
encouraged to seek competent investment
advice from a locally licensed investment
advisor prior to making any investment. State
Street is not licensed under the Investment
Advice Law, nor does it carry the insurance as
required of a licensee thereunder.

This sales brochure does not constitute an offer
to sell or solicitation of an offer to buy any
securities other than the Securities offered
hereby, nor does it constitute an offer to sell to
or solicitation of an offer to buy from any person
or persons in any state or other jurisdiction in
which such offer or solicitation would be
unlawful, or in which the person making such
offer or solicitation is not qualified to do so, or to
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Italy: State Street Global Advisors Ireland
Limited, Milan Branch (Sede Secondaria di
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Advisors Ireland Limited, registered in Ireland
with company number 145221, authorised and
regulated by the Central Bank of Ireland, and
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F: +39 02 32066 155.

Japan: State Street Global Advisors (Japan)
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Investment Advisers Association, The
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Global Advisors Ireland Limited, registered in
Ireland with company number 145221,
authorised and regulated by the Gentral Bank of
Ireland, and whose registered office is at 78 Sir
John Rogerson’s Quay, Dublin 2.

Singapore: State Street Global Advisors
Singapore Limited, 168, Robinson Road, #33-01
Capital Tower, Singapore 068912 (Company
Reg. No: 200002719D, regulated by the
Monetary Authority of Singapore).

T: +65 6826-7555. F: +65 6826-7501.
Switzerland: State Street Global Advisors AG,
Beethovenstr. 19, CH-8027 Zurich. Authorised
and regulated by the Eidgendssische
Finanzmarktaufsicht (‘FINMA”). Registered
with the Register of Commerce Zurich
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F:+41(0)44 24570 16.

United Kingdom: State Street Global Advisors
Limited. Authorised and regulated by the
Financial Conduct Authority. Registered in
England. Registered No. 2509928. VAT No.
577659181. Registered office: 20 Churchill
Place, Canary Wharf, London, E14 5HJ. T: 020
3395 6000. F: 020 3395 6350.

Standard & Poor’s, S&P and SPDR are registered
trademarks of Standard & Poor’s Financial
Services LLC (S&P); Dow Jones is a registered
trademark of Dow Jones Trademark Holdings
LLC (Dow Jones); and these trademarks have
been licensed for use by S&P Dow Jones Indices
LLC (SPDJI) and sublicensed for certain
purposes by State Street Corporation. State
Street Corporation’s financial products are not
sponsored, endorsed, sold or promoted by
SPDJI, Dow Jones, S&P, their respective
affiliates and third party licensors and none of
such parties make any representation regarding
the advisability of investing in such product(s)
nor do they have any liability in relation thereto,
including for any errors, omissions, or
interruptions of any index.

All forms of investments carry risks,
including the risk of losing all of the
invested amount. Such activities may not
be suitable for everyone.

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.
This document contains certain statements
that may be deemed forward looking
statements. Please note that any such
statements are not guarantees of any future
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developments may differ materially from
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ETFs trade like stocks, are subject to
investment risk and will fluctuate in market
value. The investment return and principal
value of an investment will fluctuate in value,
so that when shares are sold or redeemed, they
may be worth more or less than when they were
purchased. Although shares may be bought or
sold on an exchange through any brokerage
account, shares are not individually redeemable
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and tender them for redemption through the
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more details.

Past Performance is not a guarantee of

future results.

SPDR ETFs is the exchange traded funds
(ETF”) platform of State Street Global Advisors
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authorised by Central Bank of Ireland as
open-ended UCITS investment companies.
The information contained in this
communication is not a research
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and is classified as a ‘Marketing
Communication’ in accordance with the
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Directive (2014/65/EU). This means that
this marketing communication (a) has not
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(b) is not subject to any prohibition on
dealing ahead of the dissemination of
investment research.
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