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What has 
Evolved in 
Asset 
Management?

L i f e  i s  a  c o n t i n u o u s  p r o c e s s  

o f  a d j u s t m e n t .

I N D I R A  G H A N D I

“ “
What has 
Evolved in 
Asset 
Management?
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T H E  P U R P O S E  O F  A S S E T  M A N A G E M E N T

S A V I N G S C A P I T A L  M A R K E T S I N V E S T M E N T S

Retail Investors

Institutional Investors
Governments

Projects

Companies

Asset Managers
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T H E  P U R P O S E  O F  A S S E T  M A N A G E M E N T

Helping the world’s 
ageing population 
fund its retirement

Financing the 
long-term needs 

of the real economy 
in a sustainable way 

Influencing 
companies we invest 

in through voting 
and engagement

Helping to solve 
social and 

environmental 
problems

T h e  r i s e  o f  E S G  i s  e x t e n d i n g  t h e  f i d u c i a r y  d u t y  o f  a s s e t  m a n a g e r s
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C A P I T A L I S M  N E E D S  R E W I R I N G
Sh i f t f r o m  a  f o c u s  o n  s h a r e h o l d e r s
t o  s t a k e h o l d e r s

The prevailing paradigm that has underpinned
business for the past 50 years is under review

There is one and only one social responsibility of 
business to use its resources and engage in activities 
designed to
increase its profits... so long as it stays within the 
rules of the game, which is to say, engages in open 
and free competition without deception or fraud.

M I L T O N  F R I E D M A N

“
“
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D e c o u p l i n g  t h e  d e f i n i t i o n  o f  d e v e l o p m e n t  &  p r o g r e s s  f r o m  p u r e  G D P  g r o w t h

The sum of p r o d u c e d , 
h u m a n and n a t u r a l capital 
should be the basis of 
evaluating economic change. 

THE INTERACTION BETWEEN THE DIFFERENT CAPITALS

Source: The Dagupsta Report 2021
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E V O L U T I O N  O F  N A T U R E  C A P I T A L
H i s t o r i c a l l y  g r o w t h  i n  p r o d u c e d  a n d  h u m a n  c a p i t a l  h a s  b e e n  
a t  t h e  e x p e n s e  o f  n a t u r a l  c a p i t a l

• From 1992 to 2014, produced capital doubled, 
while human capital increased 13% while natural 
capital declined 40%

• The decline endangers the biosphere’s future  
potential to supply our descendants.

• The finiteness of Nature places bounds  to GDP 
growth

• If we look with the eye of an asset manager,  goal  
is to maximise the value of their overall portfolios 
of capitals.

Source: Managi and Kumar , Inclusive Wealth Report 2018
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• climate- and nature-related risks lead the top 
10 risks, by severity, that are expected to 
manifest over the next decade. 

• . 

GLOBAL RISKS MAP 2022 BY WORLD ECONOMIC 
FORUM

The first years of this decade have heralded a 
particularly disruptive period in human history. The 
return to a “new normal” following the COVID-19 
pandemic was quickly disrupted by the outbreak of 
war in Ukraine, ushering in a fresh series of crises in 
food and energy – triggering problems that decades 
of progress had sought to solve. 

As 2023 begins, the world is facing a set of risks 
that feel both wholly new and eerily familiar. We have 
seen a return of “older” risks – inflation, cost-of-living 
crises, trade wars, capital outflows from emerging 
markets, widespread social unrest, geopolitical 
confrontation and the spectre of nuclear warfare – 
which few of this generation’s business leaders and 
public policy-makers have experienced. These are 
being amplified by comparatively new developments 
in the global risks landscape, including unsustainable 
levels of debt, a new era of low growth, low global 
investment and de-globalization, a decline in human 

development after decades of progress,  rapid and 
unconstrained development of dual-use (civilian and 
military) technologies, and the growing pressure of 
climate change impacts and ambitions in an ever-
shrinking window for transition to a 1.5°C world. 
Together, these are converging to shape a unique, 
uncertain and turbulent decade to come. 

The Global Risks Report 2023 presents the results 
of the latest Global Risks Perception Survey (GRPS). 
We use three time frames for understanding global 
risks. Chapter 1 considers the mounting impact of 
current crises (i.e. global risks which are already 
unfolding) on the most severe global risks that many 
expect to play out over the short term (two years). 
Chapter 2 considers a selection of risks that are 
likely to be most severe in the long term (10 years), 
exploring newly emerging or rapidly accelerating 
economic, environmental, societal, geopolitical and 
technological risks that could become tomorrow’s 

Executive Summary

Global risks ranked by severity over the short and long termF I G U R E  A

Source

World Economic Forum Global Risks
Perception Survey 2022-2023.
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2 years 10 years

Failure to mitigate climate change

Failure of climate-change adaptation

Natural disasters and extreme weather
events

Biodiversity loss and ecosystem collapse

Large-scale involuntary migration

Natural resource crises

Erosion of social cohesion and societal
polarization

Widespread cybercrime and cyber insecurity

Geoeconomic confrontation

Large-scale environmental damage
incidents

"Please estimate the likely impact (severity) of the following risks over a 2-year and 10-year period"

Global Risks Report 2023January 2023

Global Risks Report 2023  6

Source: WEF Global Risks Report 2022
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M O D E R N  P O R T F O L I O
N O  L O N G E R  S U F F I C I E N T

Harry Markowitz 
Nobel Prize Winner for Modern Portfolio Theory

In the 1950s, he demonstrated that the 
performance of an individual stock is not as 
important as the performance of an entire 
portfolio. This theory was focused on risk
and return.

The same trend is happening to asset management
and the definition of fiduciary duty. 
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M O V I N G  F R O M  T W O  D I M E N S I O N S  T O  T H R E E
A n  i n v e s t o r ’ s  d e s i r e d  o u t c o m e ,  r e g u l a t o r y  r e q u i r e m e n t s  a n d  v a l u e s - b a s e d  
o b j e c t i v e s  m u s t  b e  c o n s i d e r e d

RISK
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RN
Historical Paradigm

IM
PACT

RISK

RE
TU

RN

Current Paradigm

Citigroup Business Advisory Service June 2019
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T H E  N E W  V A L U E  C R E A T I O N  E C O S Y S T E M

Sustainability

Resilience
Financial
Results

02
03

01 • Multiple climate crises over the past 18 
months have delivered a stark wake-up call 
to the world

• The drivers of enterprise value extend 
beyond financial productivity - businesses 
must adapt! 

• Value creation includes a resilient and 
sustainable ecosystem.

Financial
Results

01
Resilience

02

Sustainability
03
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W H Y  I S  S U S T A I N A B I L I T Y  K E Y  T O  V A L U E  
C R E A T I O N ?

• Companies must reinvent 
themselves across sectors

• Major innovation will create 
huge investment opportunities

MAJOR 
SUSTAINABILITY 

THEMES

Circular 
economy

Climate 
Technology 

Diversity, 
Equality & 
Inclusion

Net
Zero

Future of
Food



13

T H E  R I P P L E  E F F E C T  O F  T H E S E  N E W  
S U S T A I N A B I L I T Y  T R E N D S

Future of
Food

The climate transition will influence multiple segments and sectors of our economy which will be in need of
capital. This is where asset management can deliver purpose by investing efficiently in this transition.

GREEN MOBILITY
$3.4trn needed to reach 
55% share of renewables 

by 20301

$9trn annually to
decarbonise heavy 

industry4

€177bn a year by 20303 
for EU building efficiency3

€3trn annually for the 
36% annual growth of the 
electric vehicle industry2

CIRCULAR MATERIAL FORESTRY
€4.5trn by 2030 to unlock 

full circular economy 
potential6

$1-1.5trn annually for 
forestry investments for carbon 

compensation5

$29.2bn by 2027 for
sustainable agriculture

industry with a CAGR of 10%7

GREEN CONSTRUCTION

LAND MANAGEMENT

LOW-CARBON INDUSTRYENERGY TRANSITION
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G R O W I N G  D E M A N D  F O R  S U S T A I N A B L E  
I N V E S T M E N T S

“ T h e r e  i s  n o t h i n g  m o r e  p o w e r f u l  t h a n  a n  i d e a  w h o s e  t i m e  h a s  c o m e . ”
V I C T O R  H U G O

Based on available data   |    Source: Deutsche Bank; Global Sustainable Investment Alliance, ©FT
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M A R K E T  T R E N D S
E S G  I N T E G R A T I O N  &  N E G A T I V E  S C R E E N I N G  W I D E S P R E A D

I m p a c t  t o  s e e  t h e  s t r o n g e s t  g r o w t h ;  g r e e n w a s h i n g  r i s k s  i n c r e a s e

Deloitte: EMEA asset manager Survey 2022   |   Source: Oliver Wyman, Broadridge Global Market intelligence
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T H E  D I F F E R E N C E  B E T W E E N  E S G A N D  I M P A C T

ESG
How you Produce  

Impact
What you Produce  

Impact

ESG
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• Adjusting to new regulation especially European 
SFDR

• Adjusting to new stringent definition of what is 
sustainability

• Buying the tools or asking their asset manager to 
report on social and environmental externalities

• Defining internal sustainability roadmap with KPIs

• Increasing numbers of asset owners joining
“Net Zero Asset Owners Alliance”.

W H A T  A R E  I N S T I T U T I O N A L  I N V E S T O R S  D O I N G ?
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W H A T  D O  I N V E S T O R S  W A N T  F R O M  
S U S T A I N A B L E  I N V E S T I N G ?

Benefit from the 
World Ecosystem 
Shift Opportunity

Both Impact 
and Returns

Demonstrable
Impact

Exchange of 
Knowledge
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