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What is ESG?

Environmental, social, and governance (ESG) have become focal points for
companies, analysts, and investors. The evolution of ESG has created a
growing awareness among the public about how companies formulate
criteria for socially conscious decisions.

For decades, analysts and financial advisors determined how well companies
were performing by their earnings and revenue growth. ESG now injects a
more subjective, non-traditional metric into how well companies are being
managed for the future impact of the environment and social consciousness.

Recent global events including the invasion of Ukraine by Russia and global
warming trends have compelled governments in Europe, Asia, and the U.S.
to re-examine their energy initiatives as well as mandates for corporations.
Companies today are starting to be measured by how well they apply ESG
formats and follow their success. As a result, asset managers, mutual funds,
ETFs, and advisors are introducing portfolios and screening methods that
identify which companies are implementing and adhering to ESG guidelines.

Understanding the dynamics behind Environmental, Social, and Governance
(ESG) can be complex at times, as guidelines and parameters evolve
throughout the industry. As a recent form of identifying and recognizing
companies based on specific characteristics, ESG is becoming broadly
accepted as its understanding takes hold. ESG is considered a financial
philosophy where investors inspect these non-traditional aspects of
companies, in addition to traditional formats of analyzing companies. The
most prolific of these is Environmental, with more and more retail and
institutional investors becoming concerned with the effects a company has
had on the world around us.

Environmental

ESG considers the environmental side of a company, evaluating the effects
the company at hand has on the natural environment around it. For
example, one may consider the company’s role in climate change,
deforestation, energy efficiency, or waste. With a rise and the expectation of
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continuing “green” legislation around the world, many companies are
adhering to environmentally friendly solutions in order to comply with ESG.

As far as the environmental aspect is concerned, it has become widespread
for corporations to shift away from fossil fuels and toward new green energy.
A prime example sits in the automotive industry, with many companies
committing to transitioning their lineups away from gas engines and toward
electric vehicles. Renewable energy is also becoming increasingly popular,
with companies focused on the growth of electric, solar, wind, and other
renewable energy forms. Even in oil and gas, a trend has emerged in which
companies purchase carbon offsets, significantly increase the safety
standards of their operations, and even put money toward innovation away
from fossil fuels (for example, many oil and gas companies have hydrogen
or biofuels as a large part of R&D).

Social

The ESG strategy will also consider the social aspects of the company, which
encapsulate the company’s treatment of customers, employees, and the
communities in which they reside. To effectively evaluate these aspects, one
can look through how the company ranks in regard to work-life balance, high
customer satisfaction, high labor standards, and customer service.

Companies have also continued to increase their focus on employee
standards and customer service, finding these key ways to draw in investors
and raise satisfaction with their products. ESG may soon guide the decisions
of many more corporations who look to draw in more progressive-minded,
generally younger, investors.

Governance

ESG also considers governance. While many investors of all kinds may look
for Environmental and Social as key qualifications for an investment,
Governance is the most important item for shareholders whether they
realize it or not. Governance encompasses a wide range of company
operations but focuses around accountable and transparent standards to
make sure that a company can create long-term gain for all shareholders.

Governance standards help to ensure that there is a transparent and clear
framework for managers to run the company, board members to oversee the
company, and shareholders to own the company. Some key factors to
consider include a staggered board tenure to ensure the turnover is not
concentrated at one time, a minimal amount of super-voting shares (shares
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with more than 1 vote per share usually given to founders), or fair executive
compensation packages that attract and retain talent without placing an
undue burden on the company’s financials or increasing risk.
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Disclaimer and Related Information

This article is a financial publication and is provided for educational purposes
only. It is not an investment recommendation nor investment advice.
It does not take into account your personal circumstance and whether this
investment is appropriate for you, your objectives, or your risk tolerance.
Under no circumstance is Building Benjamins LLC responsible for any actions
that you may take after reading this educational information. Nothing from
Building Benjamins should be considered personal investment advice.
Building Benjamins, the website, emails, interviews, social media pages and
other materials are published by Building Benjamins LLC. Investing, and in
particular, stock investing, is risky and may result in losses and sometimes
loss of your entire investment. Stock investing has company-specific
operational risks like demand, competition, legal and regulatory, as well as
broader financial market risks like liquidity, economic cycle, and government
policy. You may lose money in any stock investment that you make, and you
are solely responsible for those decisions.

Mr. Halliburton and/or his family office will have positions in the securities
discussed in this educational report. Mr. Halliburton is sharing his investment
knowledge and strategy with you as an educational endeavor. He may
transact in the security discussed at a later date prior to or without
notification in this format. This is not investment advice but only a discussion
of select investments that Mr. Halliburton has made or actions that he has
taken in his own portfolios. This is an investment blog about Mr.
Halliburton's portfolio.

Building Benjamins is an investment newsletter, and the information
contained cannot be reproduced, copied, or redistributed without the written
authorization of Building Benjamins LLC. US copyright laws apply. We rely on
information from sources we believe to be reliable, including the companies
themselves but cannot guarantee the accuracy of the information that we
provide. You rely on this information at your own risk and are responsible for
the verification of the data.
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