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Abstract

Sustainable investing, a paradigm shift in asset management, has gained significant
momentum in recent years as investors increasingly recognize the importance of
integrating environmental, social, and governance (ESG) factors into their decision-
making processes. This review provides a comprehensive review of current trends and
outlines potential future directions in sustainable investing within the asset management
industry. The current landscape of sustainable investing is characterized by a growing
awareness of the impact that companies have on the environment, society, and corporate
governance. Investors are increasingly demanding transparency and accountability from
corporations, driving the integration of ESG criteria into investment strategies. This shift
is evident in the proliferation of ESG-themed funds and the incorporation of sustainability
metrics into traditional financial analysis. Moreover, the evolution of sustainable investing
goes beyond mere risk management, with evidence suggesting that companies with strong
ESG performance often outperform their counterparts over the long term. This has led to a
broader acceptance of sustainable investing as a viable strategy for achieving both financial
and non-financial objectives. Looking ahead, future directions in sustainable investing are
likely to involve further refinement of ESG metrics and methodologies, enhanced
standardization and disclosure practices, and increased collaboration among stakeholders
to establish a common framework. The role of technology, particularly artificial
intelligence and machine learning, is also expected to play a crucial role in advancing
sustainable investing by facilitating data analysis and decision-making processes.
Sustainable investing has become a cornerstone of modern asset management, driven by
the recognition of its potential to deliver financial returns while aligning with broader
societal and environmental goals. As the field continues to evolve, a proactive and
collaborative approach is essential to navigate emerging trends and shape the future of
sustainable investing in asset management.
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1. Introduction

Sustainable investing in asset management has gained significant attention in recent years due to the growing emphasis on
environmental, social, and governance (ESG) factors in investment decisions. Sustainable investing, also known as socially
responsible investing or ESG investing, refers to an investment approach that considers not only financial returns but also the
impact of investments on society and the environment (Pimentel & Hunter, 2021; llugbusi et al., 2020).
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This approach aligns with the principles of sustainable
development, aiming to address current needs without
compromising the ability of future generations to meet their
own needs (Busch et al., 2015). The significance of
sustainable investing in asset management lies in its potential
to drive positive change by directing capital towards
companies and projects that demonstrate strong ESG
performance, thereby promoting sustainable business
practices and addressing global challenges such as climate
change, social inequality, and corporate governance issues
(Folque et al., 2022; Vincent et al., 2021). As a result, the
purpose of this review is to examine current trends in
sustainable investing and predict future directions in asset
management, considering the increasing integration of ESG
factors into investment strategies and the evolving regulatory
landscape (Ridzak & Zigman, 2020).

2. Sustainable investing in asset management

Sustainable investing in asset management has gained
significant attention in recent years, with a growing focus on
integrating environmental, social, and governance (ESG)
criteria into investment decisions (Escrig-Olmedo et al.,
2017). This approach aligns with the concept of sustainable
investment, which aims to have a positive impact on
sustainable development while considering financial
concerns and long-term ESG criteria (Escrig-Olmedo et al.,
2017). In fact, sustainable investments accounted for a
substantial portion of professionally managed assets globally,
amounting to US$ 23 trillion in 2016 (Cunha et al., 2019).
Furthermore, the asset management industry plays a crucial
role in contributing to sustainable development through
sustainable investment practices (Folque et al., 2022).

The relationship between sustainable investment and firm
value has also been explored, with evidence suggesting that
sustainable investment in intangible assets can enhance firm
value (Perwito et al., 2021). Additionally, the effectiveness
of investment in human capital within the context of
sustainability has been highlighted as a means to increase
enterprise performance and competitiveness (Kucharcikova
et al., 2018). Moreover, the importance of asset management
in achieving bank profitability underscores the significance
of optimal investment choices and risk reduction (Al-Sadi &
Mamouri, 2022; Adeleke et al., 2019).

In the context of sustainable finance, asset managers'
motivations to conform to ESG criteria have been examined,
shedding light on the interplay between external ESG
pressures and sustainable investment practices (Sakuma-
Keck & Hensmans, 2013). This aligns with the broader goal
of integrating multiple ESG investors' preferences into
sustainable investment decisions, emphasizing the need to
consider diverse ESG criteria in the investment process
(Sakuma-Keck & Hensmans, 2013).

Furthermore, the role of asset management in addressing
climate risk and contributing to low-carbon investment has
been a subject of research, highlighting the need for climate
risk management techniques and organizational behaviors to
support sustainable finance (Greenwood & Warren, 2022;
Hassan et al., 2024). This underscores the importance of
integrating  sustainability  considerations into  asset
management practices to address environmental challenges
and promote sustainable investment strategies.

In summary, sustainable investing in asset management
encompasses the integration of ESG criteria, the contribution
to sustainable development, and the impact on firm value,
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highlighting the multifaceted nature of sustainable
investment practices within the asset management industry.

2.1 Historical context of sustainable investing

The evolution of sustainable investing has been influenced by
various factors and has seen significant milestones in the
integration of environmental, social, and governance (ESG)
factors. The search for a relation between ESG criteria and
corporate financial performance can be traced back to the
beginning of the 1970s (Friede et al., 2015). The historical
development of sustainable investment has been shaped by
factors such as the growing awareness of the social,
environmental, and ethical consequences of business
practices and their financial impact (Dziawgo, 2021).
Additionally, the integration of ESG-criteria into investment
decisions of asset managers is considered a key factor in
sustainable economic development in modern conditions
(Ovechkin et al., 2021).

Key milestones in the integration of ESG factors include the
increasing prevalence of ESG discretion on stock market
investment decisions following the global financial crisis
(Sultana et al., 2018). Furthermore, there has been a
significant increase in attention on sustainable and
responsible investments and the need to integrate ESG factors
in recent years (Zaccone & Pedrini, 2020). The integration of
ESG information into individual investors’ corporate
investment decisions has also been highlighted as an
important aspect of sustainable and responsible investment
(Park & Oh, 2022; Abrahams et al., 2023).

Societal and environmental concerns have had a profound
influence on investment practices, leading to the
mainstreaming of environmental, social, and governance
integration in investment practices in various regions, such as
South Africa (Marais et al., 2022). The influence of
sustainability on the value of market companies has been a
subject of analysis, with a growing interest in corporate social
responsibility and sustainability by managers over the past
decade (Landi & Sciarelli, 2019). Additionally, the influence
of the level of sustainability on the market value of a set of
companies has been a focus in the European context (Arceiz
et al., 2020; Adaga et al., 2024).

In conclusion, the historical context of sustainable investing
has been shaped by the evolution of ESG factors, key
milestones in their integration, and the influence of societal
and environmental concerns on investment practices. These
aspects have been influenced by a growing awareness of the
impact of business practices, the need for sustainable
economic development, and the increasing attention on
sustainable and responsible investments.

2.2 Current trends in sustainable investing

The current trends in sustainable investing are characterized
by the proliferation of ESG-themed funds, the integration of
ESG criteria in investment strategies, and the adoption of
sustainability metrics in financial analysis. ESG-themed
funds have gained significant traction, with a growing
number of studies highlighting their performance and impact
on investment strategies. Friede et al. (2015) aggregated
evidence from over 2000 empirical studies, demonstrating
promising results for ESG investing, particularly in emerging
markets and corporate bonds. This indicates the increasing
popularity and potential of ESG-themed funds in diverse
investment landscapes.

The integration of ESG criteria in investment strategies has

1050 |Page



International Journal of Multidisciplinary Research and Growth Evaluation

been a focal point, with successful case studies showcasing
its impact on risk management and financial performance.
Dikolli et al. (2022) documented that U.S. mutual funds
designated as "Sustainable Investment Overall" by
Morningstar are more likely to support environmental, social,
and governance shareholder proposals, emphasizing the
alignment of ESG integration with responsible investment
practices. Additionally, Gupta (2022) examined the growth
and performance measurement of ESG-themed mutual funds
in India, shedding light on the potential risks and returns
associated with sustainable funds. These studies underscore
the significance of ESG integration in shaping investment
decisions and outcomes.

The adoption of sustainability metrics in financial analysis
has also been a key area of focus, with a range of commonly
used metrics and associated challenges and opportunities.
Halid et al. (2023) highlighted the uncertain link between
ESG and company value, emphasizing the influence of
measurement methodologies and the evolving nature of ESG
investing practices among investors. Furthermore, Rahman &
Lau (2023) discussed the impact of ESG investing on
investment portfolios, providing insights into the evolving
landscape of sustainable investment practices. These
researches collectively underscore the evolving nature of
sustainability metrics and the need for robust frameworks to
assess ESG performance effectively.

In conclusion, the current trends in sustainable investing
reflect the increasing prominence of ESG-themed funds, the
integration of ESG criteria in investment strategies, and the
adoption of sustainability metrics in financial analysis. These
trends are supported by a growing body of empirical
evidence, case studies, and literature reviews, highlighting
the multifaceted nature of sustainable investing and its
implications for investment decision-making.

2.3 Drivers of sustainable investing

Investor demand for transparency and accountability is a key
driver of sustainable investing. Stakeholders' pressure and
corporate financial performance significantly influence the
transparency of sustainability reports, which in turn affects
investors' trust in a company's sustainability (Nilawati et al.,
2019). Additionally, firm information transparency plays a
transformative role in triggering retail investors' perceived
financial well-being, highlighting the importance of
transparency in meeting investor demands (Ezeigweneme et
al., 2024; Naveed et al., 2021). Furthermore, transparency in
the IPO mechanism, allowing investors to observe prior
investors' participation, leads to concentrated demand at
specific points of the offer price range, demonstrating the
impact of transparency on investor behavior and decision-
making (Neupane & Poshakwale, 2012).

Regulatory developments also shape sustainable investing
practices. Fiscal transparency, particularly the availability of
detailed cross-country comparable fiscal data, has been
shown to increase foreign investors' willingness to hold
sovereign debt in emerging markets, indicating the influence
of regulatory transparency on investment decisions (Umoh et
al., 2024; Kemoe & Zhan, 2018). Moreover, the influence of
corporate responsibility and ethical considerations is evident
in the relationship between foreign ownership and
information asymmetry. Foreign ownership may help
improve the general information environment of public
companies, reflecting the ethical considerations and
responsible behavior of foreign investors in contributing to a
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more transparent and efficient market (Abrahams et al., 2024;
Choi et al., 2013).

In conclusion, sustainable investing is driven by investor
demand for transparency and accountability, influenced by
stakeholders' pressure and corporate financial performance.
Regulatory developments, particularly fiscal transparency,
also play a significant role in shaping sustainable investing
practices. Additionally, the influence of corporate
responsibility and ethical considerations, as seen in the
impact of foreign ownership on information asymmetry,
further underscores the importance of ethical behavior in
sustainable investing.

2.4 Future directions in sustainable investing

The emerging trends in ESG measurement are crucial for the
advancement of sustainable investing (Ukoba and Jen, 2023).
Minkkinen et al. (2022) highlight the potential domains in
future ESG analyses, particularly the understanding of Al
impacts and governance. This suggests that future ESG
measurement will likely incorporate Al impacts and
governance considerations to enhance the accuracy and
relevance of ESG metrics. Gao et al. (2021) provide insights
into the potential improvements and standardization efforts in
ESG metrics and methodologies. Their bibliometric analysis
using Scopus enables a better understanding of current trends
and future research directions, which is essential for
identifying areas for improvement and standardization in
ESG measurement.

Linnenluecke (2022) emphasizes the role of reporting
frameworks and industry standards in enhancing
standardization and disclosure practices in sustainable
investing. While acknowledging the challenges in achieving
full convergence on ESG issues and measurements, the study
underscores the importance of consolidating and
standardizing ESG information to address discrepancies.
Wang et al. (2023) provide empirical evidence from China,
indicating that multiple large shareholders (MLS) are
associated with significantly higher ESG disclosure. This
suggests that addressing challenges related to global
consistency in ESG disclosure practices may involve
considering the influence of different shareholder structures
on ESG reporting.

The integration of Al and machine learning in ESG analysis
is a significant advancement in sustainable investing.
Minkkinen et al. (2022) contribute to the understanding of Al
impacts and governance as potential domains in future ESG
analyses, highlighting the increasing role of technology in
refining ESG analysis methodologies. Samaniego et al.
(2021) discuss new directions in the analysis of specific
economic sectors and geographic areas, emphasizing the use
of tech-driven solutions for data collection and decision-
making in the context of CSR-ESG and CFP controversy.
This suggests that technology will play a crucial role in
addressing data collection challenges and enhancing
decision-making processes in sustainable investing.

2.5 Collaboration and stakeholder engagement

Collaboration and stakeholder engagement are crucial in
sustainable investing within asset management. A common
framework is essential to align the interests of various
stakeholders (Horisch et al., 2014). Collaborative initiatives
among asset managers, corporations, and regulators are vital
for sustainable investing. Stakeholder engagement plays a
central role in overcoming challenges through collective
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action, such as in sustainable energy transition (Buana et al.,
2022), industrial engineering projects (Pauna et al., 2023),
and ecotourism governance (Sunkar et al., 2022).
Additionally, diverse perceptions of stakeholder engagement
need to be considered (Allen et al., 2013), and ethical
dimensions in stakeholder interactions can generate
collaborative meaning making (Gambetti et al., 2017).
Furthermore, collaboration in wildlife resource management
can identify conflicts and opportunities for sustainable
practices (Austin et al., 2010). Stakeholder relationship
capability has been found to positively impact investment
efficiency (Valiyan et al., 2021). Moreover, stakeholder
engagement has been linked to the financial performance of
firms (Dzomonda, 2020).

In conclusion, a common framework is necessary for
sustainable investing, and collaborative initiatives among
stakeholders are crucial for addressing challenges and
achieving sustainable outcomes. Stakeholder engagement is
a key driver in this process, influencing various aspects such
as energy transition, industrial projects, ecotourism
governance, and financial performance. Understanding
diverse perceptions and ethical dimensions in stakeholder
interactions is also essential for effective collaboration and
sustainable investing.

3. Recommendation and Conclusion

In this comprehensive review of sustainable investing in asset
management, several key findings have emerged. The
evolution of sustainable investing, marked by a growing
awareness of environmental, social, and governance (ESG)
factors, has become a significant driver in the financial
industry. The current trends showcase a surge in ESG-themed
funds, successful integration of ESG criteria into investment
strategies, and the incorporation of sustainability metrics into
financial analysis. Investors are increasingly recognizing the
potential for sustainable investments to not only manage risks
but also outperform traditional counterparts over the long
term.

Sustainable investing is not a static concept; rather, it is
dynamic and continually evolving. The review highlights that
the landscape is shaped by changing investor preferences,
regulatory developments, and advancements in technology.
The emphasis on ESG factors is not merely a trend but a
paradigm shift in how investors perceive and evaluate
financial opportunities. The dynamic nature of sustainable
investing underscores its adaptability to address emerging
challenges and capitalize on evolving market dynamics.

As we navigate the future of sustainable investing in asset
management, a proactive and collaborative approach is
essential.  Stakeholders, including asset managers,
corporations, regulators, and technology innovators, must
unite to shape a sustainable and responsible financial
landscape. This involves refining ESG metrics and
methodologies,  establishing  standardized  disclosure
practices, and leveraging technology, such as artificial
intelligence and machine learning, to enhance decision-
making processes. Furthermore, collaboration is crucial for
overcoming challenges, achieving global consistency, and
establishing a common framework that fosters transparency
and accountability.

In conclusion, the transformative power of sustainable
investing cannot be understated. The review encourages a
forward-looking mindset, urging all stakeholders to actively
contribute to the ongoing evolution of sustainable investing.
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By embracing a collaborative approach, we can collectively
shape a future where financial success aligns seamlessly with
positive societal and environmental impacts, creating a more
resilient and responsible global financial ecosystem.
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