
Understanding 
sustainable  
and ESG 
investing
Living sustainably is becoming a priority for 
more and more people. And nearly a third 
of UK adults say that includes wanting to 
invest or save more sustainably1. 

Making greener pension choices could 
reduce a person’s carbon footprint 21  
times more than going veggie or giving  
up flying2.

But some of the language around 
environmentally friendly finance can be 
confusing. Terms like ‘socially responsible 
investing (SRI)’ and ‘ethical and 
environmental, social and governance 
(ESG)’ might be unfamiliar. That’s why 
we’ve pulled together all the common 
terms in this jargon-busting guide. 

1. Research conducted by Opinium research between  
7 January and 17 January 2022. UK-specific findings  
taken from the global study are based upon sample  
of 2,010 (991 men and 1,008 women).

2. Make My Money Matter, Pension fund carbon savings 
research: A summary of the approach. July 2021. 
This is based on a number of assumptions including 
having a pension pot of £30k.
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Important information - This information is not a personal 
recommendation for any particular investment approach. If you are 
unsure of the right course of action for you personally, you should 
speak to an authorised financial adviser.

Best in class
An investment approach which focuses on companies that are leaders 
in meeting sustainable standards. The approach can vary from selecting 
the best-performing companies to excluding the worst.

ESG integration
A process that considers environmental, social and governance factors 
together with the typical financial ones. The process allows investments 
in any business, sector, or region, provided ESG risks are considered.

ESG ratings

A measurable way to gain an understanding of a company’s investment 
standards and long-term commitment to ESG and SRI.

Funds can also have an ESG rating. However, this is separate from a 
company rating. Fund ratings can be calculated in different ways, by 
different ESG rating providers. Fund Ratings aim to provide greater 
transparency and understanding of ESG characteristics.

Negative screening

A strategy designed to specifically exclude companies based  
on their involvement in undesirable industries. These may include 
tobacco, alcohol or armaments.

Positive screening

A strategy designed to specifically filter companies based on their 
involvement with good ESG practice. Some of these good practices may 
include promotion of human  rights and reduced carbon emissions.

Greenwashing

Greenwashing means giving a false impression that a company’s 
products and services provide greater environmental (or green) benefits 
than they really do. It can also refer to the exaggeration  
of an investment fund’s sustainability criteria.

Common terms to get to grips with

We use the phrase ‘sustainable’ to describe 

an investment approach that’s concerned with 

the impact it has on people and the planet, as 

well as potential financial returns. Although, as 

with all investing, the value can fall as well as 

rise and you may get back less than you invest. 

Investments with an ESG focus may perform 

favourably or unfavourably in comparison to 

similar investments without such focus.

 Environmental

  This factor considers the impact the company, or 
fund, has on the environment. For example, carbon 
footprints, deforestation, resource repletion (including 
water) and pollution.

 Social

  This factor looks at the involvement and position of the 
company, or investment fund, on social issues such as 
working conditions (including slavery and child labour), 
health and safety of employees, employee diversity 
and engagement with the local communities (including 
indigenous communities).

  Governance

  These are the rules, practices, and processes used 
to direct and manage a company. The main force 
influencing corporate governance is a company’s 
board of directors, although the board can be 
influenced by shareholders, creditors, customers and 
suppliers too.

ESG stands for:


