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Responsible Investment Philosophy at Invesco 

Invesco has been associated with Responsible Investing for over 30 years now. Invesco’s 
Responsible Investment framework encompasses investment stewardship as an asset 
manager and corporate social responsibility as a corporate citizen. 

As a responsible corporate citizen, Invesco is committed to adopting and implementing 
responsible investment principles in a manner that is consistent with our fiduciary 
responsibilities to clients and it has strengthened its industry position in responsible 
investment stewardship in several impactful ways, including industry advocacy, leadership 
and innovation. To reflect this commitment, we became a signatory of the Principles for 
Responsible Investment (PRI) in 2013 and have been awarded an A+ rating for our 
overall approach to responsible investment (Strategy and Governance) for the fourth 
consecutive year in 2020, as well as achieving an A or A+ across all categories for 
incorporating ESG into our investment practices.1 We are disclosers to Carbon Disclosure 
Project (CDP) and supporters of Task Force for Climate-related Financial Disclosure 
(TCFD).

Our Responsible Investing approach as an asset manager is focus on integrating ESG  
risk and opportunity factors into investment decisions. This integration extends to 
engagement and active ownership in that we discuss with investee companies or issuers 
material ESG factors, track and monitor engagement. ESG integration combined  
with active engagement are the pillars of our ESG approach. We have built a holistic 
framework that analyses qualitative inputs, quantitative impacts, investment decisions, 
and active ownership. We believe active ownership is one of the most effective 
mechanisms to reduce risks, enhance returns, and have a positive impact on society  
and the environment. 

From the top down, Invesco merges centralized support with decentralized decision 
making. The Corporate Responsibility Committee promotes effective social responsibility 
for the firm, establishes best-in-class capabilities around key governance topics, and 
works with investment teams in incorporating ESG-related dynamics into their processes. 
While there is global centralized support, the decision making happens on the  
ground-level with the investment analysts who know their asset classes and sectors best.
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For illustrative purposes only.

ESG stands for  
the Environmental, 
Social and 
Governance 
factors that we 
consider during 
our research  
and investment 
process.
Environmental factors may 
include climate change, 
environmental impact and 
resource management.

Social factors may include 
health and well-being, human 
capital, inclusion, product 
safety & security and  
supply chain.

Governance factors may 
include ethics & culture  
and corporate governance.

1 2020 Assessment Reports for Invesco Ltd., PRI. The investment categories are evaluated using six 
performance bands (A+, A, B, C, D, and E), where A+ distinguishes the top scoring signatories, representing 
a score of 95% or above and A distinguishes a score of 75% or above. Any reference to a ranking,  
a rating or an award provides no guarantee for future performance results and is not constant over time.
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Shared ethos of corporate and investment stewardship establishes 
organization cultural alignment as our baseline

Since 2014, Invesco has become an active member and supporter of 
several external organizations largely via the different investment  
centers, including:
• Investor member of the Institutional Investors Group on Climate Change (IIGCC) – 

Joined in January 2020
• PRI Investor Signatory since 2013 - we became a signatory of the UN-backed Principles 

for Responsible Investment in 2013 and have since achieved an A+ in Governance and 
Strategy for 3 consecutive years. This rating demonstrates our extensive efforts in 
terms of ESG integration, active ownership, investor collaboration and transparency. 

• Task Force for Climate Related Disclosure (TCFD) Supporter (since March 2019) and 
disclosers, first disclosure March 2020

• Carbon Disclosure Project (CDP) discloser since 2016. The 2019 Score was B-. Invesco 
is also Investor member of CDP Council of Institutional Investors (CII) – since 2019

• Sustainability Accounting Standards Board (SASB) – since 2019
• Farm Animal Investment Risk & Return Initiative (FAIRR) – since 2019 
• Member of the Council of Institutional Investors (CII)
• UK Stewardship Code (Tier 1) – Since 2013
• Quoted Companies Alliance (QCA) – since 2018
• Climate Bonds Initiative – partner since May 2020
• UK Sustainable Investment and Finance Association (UKSIF) – since 2017
• Investment Association (UK) 
• Italian Sustainable Forum (ITASIF)
• Asian Corporate Governance Association (ACGA) – since 2012
• Responsible Investment Association (RIA) (Canada) – since 2018
• Global Real Estate Sustainability Benchmark (GRESB) Participant Member – since 2014
• Japanese Stewardship Code signatory – since 2014

Since 2014, Invesco serves in an advocacy role for the industry through 
participation in the following groups:
• Climate Action 100+ participating as leader in selected companies  - January 2020
• Coalition for Climate-Resilient Investment (CCRI) - founding member  - January 2020
• Sustainability Accounting Standards Board (SASB) Standards Advisory Group  -  

Since 2019
• UKSIF Board of Directors - since 2018
• ICI Global ESG Task Force - since 2018
• Climate Financial Risk Forum (CRRF) (UK)  - since 2019 
• Climate Financial Risk Forum (CRRF) Risk Working Group (UK) - since 2019
• Active participation in PRI advisory committees and working groups, such as  

currently the PRI Taxonomy Consultation Group  - since January 2020
• Invesco has been also been a member of various other PRI committees/groups  

in the past, including:
 – PRI Fixed Income Advisory Committee
 – PRI Global Policy Reference Group 
 – PRI Macroeconomic Risk Advisory Group
 – PRI Plastics Investor Working Group

• Quoted Companies Alliance (QCA) Financial Reporting Expert Group (UK) - since 2019
• Investor Forum (UK) - since 2015        
• Asia Investor Group on Climate Change (AIGCC) - since 2020

Climate Change
Environmental issues, including climate risks and opportunities, impact our business, our 
stakeholders and the communities in which we operate. We believe proactively managing 
risks and opportunities associated with climate change reinforces our ability to deliver an 
investment experience with enhanced risk-adjusted return potential.

We view climate change as an evolving issue and we are continuously building on our 
approach to managing risks and opportunities associated with climate change. We 
consider climate change issues as one component of our ESG investment practices  
as well as how we operate our company.
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For example, some of our climate change projects include carbon offsetting initiatives. In 
2019, we offset a portion of our 2018 corporate air and rail travel that was booked via 
American Express. Through these offsets, we invested in a landfill energy conversion 
project at Spartanburg Landfill Gas in South Carolina, US, and a conservation project at 
Rimba Raya Biodiversity Reserve in Indonesia. We plan on offsetting our 2019 business 
travel greenhouse gas (GHG) emissions, too, and are currently working on finding the 
right program. For detailed discussion of Invesco’s current approach and status of 
managing climate change risks, see our new Climate Change report.

Climate-related investment risks and opportunities, as well as the responsibility for 
identifying material issues, is considered for some of our investment strategies and 
products. Moving forward, we intend to apply scenario analysis to a selection of our 
investment funds, as well as incorporate these considerations in our full global  
investment portfolio by 2023.

Invesco Fixed Income (IFI)
Invesco Fixed Income is one of the world's leading fixed income managers, entirely 
focused on helping clients meet their investment objectives. The increasingly complex  
and interconnected nature of global markets creates a wealth of opportunities, but it 
takes a unique perspective and specialised expertise to understand these opportunities 
and access them for the benefit of clients. Our fixed income team’s extensive resources 
span the globe, with over 170 investment professionals and offices in Atlanta, Chicago, 
Hong Kong, London, Louisville and New York – all singularly focused on uncovering  
and delivering value for clients.

ESG Integration in Invesco Global Liquidity
Invesco Fixed Income’s Global Liquidity team believes that evaluating ESG criteria may 
lead to better long-term risk-adjusted returns. As a result, the focus on ESG criteria 
enhances the team’s ability to deliver short duration portfolios focused on preservation  
of principal, high liquidity and yield. Issuers in the short-duration space are increasingly 
more cognizant of their ESG impact and ratings. As such, issuers are active in looking to 
more positively affect these outcomes. We expect this trend to continue and to improve 
risk-adjusted return potential. 

IFI has seamlessly integrated the evaluation of ESG criteria into its fundamental credit 
research process. Integrating ESG into research benefits our clients by providing them 
with an independent assessment of each investment’s suitability for responsible 
investment strategies.
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ESG Integration in Corporate Issuer Fundamental 
Research
IFI believes that integrating ESG considerations into its fundamental research processes 
enhances investment decision-making and leads to improved risk-adjusted return potential 
in client portfolios. Credit analysts are tasked with understanding the ESG drivers for the 
companies they cover and conducting ESG-based analysis alongside fundamental financial 
analysis. This is a global effort across our corporate credit research teams in North 
America, Europe and Asia.

IFI corporate research follows the same set of credit research standards globally 
encompassing investment grade and high yield issuers whether the issuer is in a 
developed or an emerging market country. With respect to ESG risks, our analysts are 
primarily focused on trying to identify areas that could be financially material. Material 
risk factors may be common to all industry participants or unique to the issuer.

The starting point for the ESG assessment is at the industry level. IFI Global Sector  
teams set out common ESG risk factors for each industry with a focus on materiality  
and this provides the initial framework for assessing all issuers within the same industry. 
Individual analysts work within this framework on each issuer in their coverage area while 
also seeking to identify any idiosyncratic ESG risks that individual issuers may be exposed 
to. Third party research and data is utilised to provide broad market context and 
transparency on the views of others. These external sources supplement our proprietary 
research and assist analysts in identifying areas or issues of interest where engagement 
with company management is warranted. We engage directly with companies to help in 
our understanding of their position on identified topics and how they seek to address 
them in the future.

IFI has developed its own ESG rating methodology to provide clear and consistent outputs 
to portfolio managers. Each issuer receives a proprietary overall ESG rating accompanied 
by sub-ratings covering the Environmental, Social and Governance pillars. In addition, ESG 
momentum is captured through a trend assessment which adds further usable information 
for portfolio managers in the same way that creditworthiness trend assessments do on 
fundamental credit ratings. All ESG research is stored on our research platform enabling  
it to be accessed easily by portfolio managers.

Investment universe

Corporate credit research elements

Third party research & data Industry-specific & common ESG criteria

Meetings/calls with company management Internal Issuer ESG Scorecards

Issuer Ratings

Fundamental Rating
AAA, AA, A, BBB, BB, B, CCC, CC, C, D

ESG Rating
A, B, C, D, E

Credit trend
Improving, Stable, Weakening

ESG trend
Improving, Stable, Weakening

IFI Research Platform
Comprehensive global research repository

For illustrative purposes only.

Invesco Fixed 
Income has 
developed its  
own ESG rating 
methodology  
to provide clear 
and consistent 
outputs to 
portfolio 
managers.
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ESG Integration in the Portfolio Management Process
How ESG considerations are implemented through portfolio management will differ 
between portfolios managed with only financial objectives in mind and those portfolios 
which also seek to achieve sustainable outcomes alongside their financial objectives. 
Nevertheless, Invesco Global Liquidity sees both portfolio types as benefiting from the 
structural integration of ESG factors into the fundamental credit analysis that ultimately 
informs the investment decision-making process of portfolio managers.

For portfolios with sustainability objectives, portfolio management must optimise across 
financial and non-financial investment parameters. In certain commingled products, 
non-financial criteria may be linked to regulations or areas where broad client interest 
lies. For large institutional clients that require specific ESG-linked characteristics to be 
achieved through a separate account, the portfolio construction process begins with a 
thorough understanding of their ESG objectives, constraints and risk tolerances.

Invesco Global Liquidity Portfolio Managers (“PMs”) work closely with the Invesco Fixed 
Income Credit Research (“Research”) teams to optimize security selection. PMs consider 
a multitude of quantitative and qualitative factors in constructing optimal portfolios 
including IFI’s proprietary issuer fundamental and ESG ratings and trends in constructing 
portfolios. For portfolios with sustainability objectives, our portfolio management systems 
incorporate relevant ESG data including IFI ratings in order to facilitate non-financial 
characteristics to be managed efficiently in-line with each portfolio’s design. 

Client experience workflow for ESG in fixed income mandates

1. Understand 
 the ESG 
 investment 
 environment

7. Actively manage, report on progress & engage

2. Define ESG/
 sustainable 
 goals and 
 beliefs

4. Formulate ESG-tailored investment strategy

5. Establish Governance & Risk Parameters

3. Outline 
 investment 
 objectives

6. Build Portfolio

Integrated ESG Strategy
Macro 
Research

Credit
Research

For illustrative purposes only.
Source: Invesco, November 2020.

Client-specific, detail-oriented 
process lays the foundation  
for achieving investment and  
ESG/sustainability objectives.
• Considerations
• Exclusions – sector,  

worst-in-class
• Sector limits
• E,S & G factor exposures
• Corporate actions
• ESG rating downgrade policy

Deeply integrated ESG 
process builds on traditional 
FI investment management 
capabilities

Continuous client engagement  
to ensure mandate develops 
with investment environment 
and ESG opportunities. 
ESG-based risk and attribution 
reporting.

The portfolio 
construction 
process begins 
with a thorough 
understanding of 
ESG objectives, 
constraints and 
risk tolerances.
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ESG Tools and Resources
In addition to our internal credit analysts, we have access to a variety of external 
resources. We leverage external organizations for collaborative engagement and 
knowledge sharing. Multiple data sources feed into our research platform to supply 
analysts with a comprehensive ESG analysis. The analysts review peer rankings,  
multi-year trends, disclosure practices, and ESG policies. Third-party research is utilized  
to enhance the proprietary approach. Third-party vendors include MSCI, Sustainalytics, 
Bloomberg, and company research and filings. 

Invesco’s proprietary ESG ratings process is rooted in data collection,  
historical and peer analysis, and issuer engagement

Data Analysis Resources

• Bloomberg  
• MSCI
• Sustainalytics

• Sector ranking
• Trend
•  Leading/ 

Lagging
• Engagement
• Disclosure
• Policy review

•  IVZ corporate 
responsibility 
committee

• Credit agencies
• MSCI

For illustrative purposes only.
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Investment risks
The value of investments and any income will fluctuate (this may partly be the result of exchange 
rate fluctuations) and investors may not get back the full amount invested. 
 A Strategy's  environmental criteria limit its available investments which could cause it to 
underperform strategies that invest in a broader array of investments. A Strategy's environmentally 
responsible investment themes may affect its exposure to certain investments and impact relative 
performance depending on whether such investments are in or out of favor with the market. 
Certain investments may be dependent on U.S. and foreign government policies, including tax 
incentives and subsidies, as well as on political support for certain environmental initiatives and 
developments.
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