
4 Ways to Incorporate 
ESG Funds in 
Client Portfolios

You can add a 
stand-alone ESG fund to 
help o�set sustainability 
risks elsewhere in the 
portfolio.

Your client is happy with 
their portfolio but 
concerned about 
sustainability risks, like 
fossil fuel exposure.

Motivation Action Considerations

When adding a fund, 
beware of introducing 
new risks, such as 
overconcentration due 
to overlap with other 
funds.

You can recreate their 
existing core portfolio 
with ESG strategies that 
o�er similar risk/return 
profiles and benchmark 
exposures.

Your client views ESG as 
a way to address and 
manage risk, return 
potential, and 
sustainability issues 
across their entire 
investment strategy.

Finding funds with 
complementary market 
exposures requires 
more research. And 
selling funds could 
trigger taxable events in 
non-retirement portfolios.

Swap that fund with a 
sustainable option that 
uses ESG criteria to 
manage risk while 
preserving the 
strategy’s primary 
characteristics.

A client investment is 
particularly vulnerable 
to sustainability risk — 
for example, a high 
carbon risk due to 
concentration in utilities.

Check the construction 
of ESG funds to match 
the risk and return 
profile of the fund 
you’re replacing.

Add an ESG fund that 
targets the area of 
interest while leaving 
their existing allocations 
in place.

Your client is interested 
in sustainability-focused 
industries or has strong 
interest in a cause such 
as gender or racial/ 
ethnic diversity.

Narrowly focused 
strategies may carry 
higher risk, so help your 
client allocate an 
appropriate amount to 
this new investment.

“I want to take small steps into ESG.”

Consider these approaches to help clients 
pursue their sustainable investing goals.

Although interest in sustainable investing is widespread, how you 
actually incorporate ESG strategies in each client’s portfolio depends on 
the goals they’re trying to achieve. Fortunately, advisors have many ways 
to add sustainability exposure to a portfolio. Here are four common 
client goals and how you might adjust their portfolios accordingly.

“I want a fully sustainable portfolio.”

“I want to manage risk in a 
specific part of my portfolio.”

“I want to support a specific 
sustainability issue.”

Your clients’ goals are always the starting point for 
developing an ESG investing strategy.

Visit our ESG Hub to sign up for a questionnaire to 
learn more about your clients’ ESG priorities.

IMPORTANT INFORMATION

Before investing, carefully consider the FlexShares investment 
objectives, risks, charges and expenses. This and other 
information is in the prospectus and a summary prospectus, 
copies of which may be obtained by visiting www.flexshares.com. 
Read the prospectus carefully before you invest. 

Foreside Fund Services, LLC, distributor. 

Please remember that all investments carry some level of risk, 
including the potential loss of principal invested. They do not 
typically grow at an even rate of return and may experience 
negative growth. As with any type of portfolio structuring, 
attempting to reduce risk and increase return could, at certain 
times, unintentionally reduce returns. An ESG investment 
methodology that includes and excludes issuers and assigns 
weights to issuers by applying non-financial factors, such as ESG 
factors, such ESG investment methodology may underperform the 
broader equity market or other investment products that do or do 
not use ESG investment criteria. An ESG investment methodology 
will influence exposure to certain companies and sectors.

Currently, there is a lack of common industry standards relating to 
the development and application of ESG criteria, which may make it 
di�cult to compare an ESG investment methodology with the 
investment strategies of other investment products or funds that 
integrate certain ESG criteria. The subjective value that investors 
may assign to certain types of ESG characteristics may di�er 
substantially from that of an ESG investment methodology or a data 
provider. 

Not all FlexShares ETFs have an ESG focus. For more information on 
which FlexShares ETFs have an ESG focus, please visit flexshares.com.


