
 

  

Trading ideas and investment strategies discussed herein may give rise to significant risk and are 
not suitable for all investors. Investors should have experience in relevant markets and the financial 
resources to absorb any losses arising from applying these ideas or strategies. 
BofA Securities does and seeks to do business with issuers covered in its research 
reports. As a result, investors should be aware that the firm may have a conflict of 
interest that could affect the objectivity of this report. Investors should consider this 
report as only a single factor in making their investment decision. 
Refer to important disclosures on page 7 to 9.  12584578     

 

ESG Matters - Global 
 

$18bn ESG bond fund inflows in 1H23 
 

   
 

   

 

  

   

    

 
1H23: $18bn ESG bond fund inflows recorded 
ESG bond funds recorded an inflow of $18bn in 1H23, not far off full-year 2022 inflows 
of $22bn.  That said, non-ESG fund inflows were $253bn in 1H.  AUM in global ESG bond 
funds has increased to $552bn, surpassing the previous high of $546bn (Dec 2021).  
April, May and June have seen a strong recovery in ESG inflows, although ESG inflows 
are only 7% of total inflows.  Cumulative inflows to ESG bond funds globally reached 
$250bn, up by 18% YoY.  By the end of June, 11.7% of global bond funds were ESG 
funds (by number of funds).  By assets under management (AUM), about 5.6% of AUM 
was ESG-related, according to data from EPFR. 

Europe: $7.5bn in inflows to ESG bond funds  
Western European ESG bond funds saw an inflow of $7.5bn in 1H23 and remained the 
most important region for ESG fund flows, accounting for 42% of the global inflows for 
the period.  As a result, ESG inflows accounted for 19% of total inflows in 1H23, which 
is the highest percentage across all regions.  Cumulative inflows to ESG bond funds 
reached $110bn, up by $7bn YTD.  By AUM, about 23.4% of European assets were in 
ESG-related funds.   YTD inflows now accounts for 19% of total inflows to bonds.  

US: $1.7bn in 1H inflows to ESG is double the 5M23 figure 
US ESG bond funds saw YTD inflows double in June, to $1.7bn, compared to $819mn 
through May.  Fund flows reversed in June following two months of outflows.  AUM in 
US bounced back to $94bn, up from an October 2022 low of $87bn.  However, ESG 
inflows accounted for only 1% of total inflows in 2023, the lowest percentage across all 
regions.  The number of ESG funds continued to grow, which is now 203, up by 17 in 
1H23.   Only about 1.5% of US bond fund AUM is ESG-related. 

EM: $133mn ESG inflows vs $1.3bn non-ESG outflow  
It was all outflows in emerging markets in June –for both ESG ($50mn) and non-ESG 
funds ($2.6bn).  For the first half, EM ESG bond funds saw inflows of just $133mn, while 
non-ESG bond funds suffered a much higher outflow of $1.3bn (there were inflows in 
Jan-May).   AUM in EM increased to $32bn, up from an October low of $25bn. 
Cumulative inflows to ESG bond funds in EM reached $20bn.  By the end of June, 6.2% 
of EM bond funds were ESG funds.  The number of funds is up by 14 YTD. By the end of 
June 2023, 16% of global bond funds were ESG funds.  About 5% of AUM was ESG-
related. 

Getting back to greenium during heightened volatility 
Labelled bonds tend to have lower volatility compared to peers, so they tend to 
outperform in a sell-off but give that back in a rally. In fact, the EUR IG labelled bond 
index (ERGS) outperformed EUR IG in 1H23. Greenium – a slightly lower spread for green 
bonds – is back in Europe.   We estimate the greenium in EUR IG at about 12bps (for the 
secondary market) as of end-May (see ESG Matters - Europe: Getting back to greenium).  
We expect greenium to remain meaningful in the near-term due to macro uncertainty. 
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Global ESG bond fund flows 
1H23 saw $18bn inflows into ESG bond funds globally, 30 times more than the $635mn 
inflows in 1H22.  Cumulative inflows to ESG bond funds reached an $250bn, up by 18% 
YoY.  AUM in global ESG bond funds has increased to $552bn, surpassing previous high 
at $546bn reached in Dec 2021.  ESG funds are now 11.7% of all bond funds by the end 
of June, up from 10.6% by the end of 2022.  Both ESG and non-ESG bond funds 
recorded inflows in 2023 and ESG inflows accounted for 7% of total bond fund inflows.  

 

Exhibit 1: Global ESG bond funds recorded $18bn in inflows 1H23 
Cumulative inflows to Global ESG bond funds reached $250bn 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
 

 Exhibit 2: AUM in Global ESG bonds funds at all time high ($552bn) 
Previous high was reached in Dec 2021 at $546bn 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
 

 

 

Exhibit 3: Today 11.7% of global bond funds is an ESG fund 
The total number of ESG bond funds was 1,228 as of 1H23 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
 

 Exhibit 4: 7% of YTD global bond inflows went to ESG funds 
Both ESG and non-ESG bond funds saw inflows in 1H23 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
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W. European ESG bond fund flows 
Western European ESG bond funds saw an inflow of $7.5bn in 1H23, accounting for 42% 
of the global inflow.  Cumulative inflows to ESG bond funds in Western Europe reached 
$110bn, up by $7bn YTD.  AUM in Western European ESG bond rose to $294bn, 
surpassing previous high of $292bn reached in Dec 2021.  ESG funds are 20% of all 
bond funds as of June.  The number of ESG funds rose by 44 YTD.  Both ESG and non-
ESG bond funds recorded inflows in 1H23 and ESG inflows accounted for 19% of total 
bond fund inflows, the highest percentage recorded across all regions. 

 

Exhibit 5: Europe ESG bond funds saw $7.5bn in inflows in 1H23 
Cumulative flows into European ESG funds have reached $110bn 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
 

 Exhibit 6: AUM in W. Europe ESG bond funds rose to $294bn 
AUM surpassed previous high of $292bn reached in Dec 2021 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
 

 

Exhibit 7: Today 20% of European bond funds are ESG funds 
The total number of ESG funds was 468 as of 1H23 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
 

 Exhibit 8: 19% of 1H23 flows went to ESG funds 
Both ESG and non-ESG bond funds saw inflows in 2023 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
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US ESG bond fund flows 
US ESG bond funds saw a spike in inflows in June, almost doubling its YTD inflows from 
$819mn by May, to $1.7bn by June.  Cumulative inflows to ESG bond funds in the US 
now reached $50bn.  AUM in US ESG bond funds has increased to $94bn, up by $4bn in 
1H23.  The number of ESG funds increased to 203 in 1H23, up by 17 YTD.  Both ESG 
and non-ESG bond funds recorded inflows in 1H23, although ESG inflows only accounted 
for 1% of total bond fund inflows, the lowest percentage recorded across all regions. 

 

Exhibit 9: $1.7bn in inflows to US ESG funds as of 1H23 
US ESG bond funds flows were mixed in 2023, but net positive 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
 

 Exhibit 10: AUM in US ESG bond funds is $94bn as of 1H23 
AUM peaked in Oct 2021 at $100bn 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
 

 
 

Exhibit 11: Today 6.3% of US bond funds is an ESG fund 
The number of US ESG funds grew by 17 YTD 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
 

 Exhibit 12: 1% of YTD flows went to ESG funds 
Non-ESG bond funds saw inflows in 2023 much larger than ESG bond funds 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
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Emerging Markets ESG bond fund flows 
EM ESG bond funds saw a 1H23 inflow of just $133mn, but non-ESG bond funds 
suffered a $1.3bn outflow.  Cumulative inflows to ESG bond funds were $20bn as of 
June 2023.  AUM in EM ESG bond funds has increased to $32bn, up by $3bn YTD.  ESG 
funds are 6.2% of all bond funds in 1H23, up from 5.7% at 2022 year-end. 

 

Exhibit 13: EM ESG bonds funds recorded $133mn in inflows in 1H23 
EM non-ESG funds saw outflows of $1.3bn in 1H23 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
 

 Exhibit 14: AUM in EM ESG bond funds is $32bn, up by 3bn YTD 
AUM in EM ESG bond funds recovered after fall in 2022 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
 

 

Exhibit 15: Today 6.2% of EM bond funds is an ESG fund 
EM ESG bond funds rose by 14 to 133 in 1H23 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
 

 Exhibit 16: EM ESG funds saw $133mn in inflows in 1H23 
EM non-ESG bond funds saw $1.3bn in outflows in 1H23 

 
Source: EPFR Informa Financial Intelligence, BofA Global Research 

BofA GLOBAL RESEARCH 
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approval is required for publication or distribution of this information in Brazil and its local distribution is by Merrill Lynch (Brazil) in accordance with applicable regulations. Merrill Lynch (DIFC) is 
authorized and regulated by the DFSA. Information prepared and issued by Merrill Lynch (DIFC) is done so in accordance with the requirements of the DFSA conduct of business rules. BofA 
Europe (Frankfurt) distributes this information in Germany and is regulated by BaFin, the ECB and the CBI. BofA Securities entities, including BofA Europe and BofASE (France), may 
outsource/delegate the marketing and/or provision of certain research services or aspects of research services to other branches or members of the BofA Securities group. You may be contacted 
by a different BofA Securities entity acting for and on behalf of your service provider where permitted by applicable law. This does not change your service provider. Please refer to the Electronic 
Communications Disclaimers for further information. 
This information has been prepared and issued by BofAS and/or one or more of its non-US affiliates. The author(s) of this information may not be licensed to carry on regulated activities in your 
jurisdiction and, if not licensed, do not hold themselves out as being able to do so. BofAS and/or MLPF&S is the distributor of this information in the US and accepts full responsibility for 
information distributed to BofAS and/or MLPF&S clients in the US by its non-US affiliates. Any US person receiving this information and wishing to effect any transaction in any security 
discussed herein should do so through BofAS and/or MLPF&S and not such foreign affiliates. Hong Kong recipients of this information should contact Merrill Lynch (Asia Pacific) Limited in 
respect of any matters relating to dealing in securities or provision of specific advice on securities or any other matters arising from, or in connection with, this information. Singapore recipients 
of this information should contact Merrill Lynch (Singapore) Pte Ltd in respect of any matters arising from, or in connection with, this information. For clients that are not accredited investors, 
expert investors or institutional investors Merrill Lynch (Singapore) Pte Ltd accepts full responsibility for the contents of this information distributed to such clients in Singapore. 
General Investment Related Disclosures: 
Taiwan Readers: Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any securities or other financial instrument. No part of 
this report may be used or reproduced or quoted in any manner whatsoever in Taiwan by the press or any other person without the express written consent of BofA Securities. 
This document provides general information only, and has been prepared for, and is intended for general distribution to, BofA Securities clients. Neither the information nor any opinion 
expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, 
futures, warrants, and contracts for differences). This document is not intended to provide personal investment advice and it does not take into account the specific investment objectives, 
financial situation and the particular needs of, and is not directed to, any specific person(s). This document and its content do not constitute, and should not be considered to constitute, 
investment advice for purposes of ERISA, the US tax code, the Investment Advisers Act or otherwise. Investors should seek financial advice regarding the appropriateness of investing in financial 
instruments and implementing investment strategies discussed or recommended in this document and should understand that statements regarding future prospects may not be realized. Any 
decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the prospectus or other offering 
document issued in connection with such offering, and not on this document. 
Securities and other financial instruments referred to herein, or recommended, offered or sold by BofA Securities, are not insured by the Federal Deposit Insurance Corporation and are not 
deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, derivatives, in particular, involve numerous risks, including, 
among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or derivative is suitable for all investors. Digital assets are extremely speculative, volatile 
and are largely unregulated.  In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the value or risks related to the security or 
financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial instruments, if any, may fluctuate and that price or value of such 
securities and instruments may rise or fall and, in some cases, investors may lose their entire principal investment. Past performance is not necessarily a guide to future performance. Levels and 
basis for taxation may change. 
BofA Securities is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other financial instruments and that such 
action may be limited by regulations prohibiting or restricting "shortselling" in many jurisdictions. Investors are urged to seek advice regarding the applicability of such regulations prior to 
executing any short idea contained in this report. 
This report may contain a trading idea or recommendation which highlights a specific identified near-term catalyst or event impacting a security, issuer, industry sector or the market generally 
that presents a transaction opportunity, but does not have any impact on the analyst’s particular “Overweight” or “Underweight” rating (which is based on a three month trade horizon). Trading 
ideas and recommendations may differ directionally from the analyst’s rating on a security or issuer because they reflect the impact of a near-term catalyst or event. 
Certain investment strategies and financial instruments discussed herein may only be appropriate for consideration in accounts qualified for high risk investment. 
Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in such securities and instruments 
effectively assume currency risk. 
BofAS or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. BofAS or one of its affiliates may, at any time, 
hold a trading position (long or short) in the securities and financial instruments discussed in this report. 
BofA Securities, through business units other than BofA Global Research, may have issued and may in the future issue trading ideas or recommendations that are inconsistent with, and reach 
different conclusions from, the information presented herein. Such ideas or recommendations may reflect different time frames, assumptions, views and analytical methods of the persons who 
prepared them, and BofA Securities is under no obligation to ensure that such other trading ideas or recommendations are brought to the attention of any recipient of this information. 
In the event that the recipient received this information pursuant to a contract between the recipient and BofAS for the provision of research services for a separate fee, and in connection 
therewith BofAS may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom BofAS has contracted directly and does not extend beyond 
the delivery of this report (unless otherwise agreed specifically in writing by BofAS). If such recipient uses the services of BofAS in connection with the sale or purchase of a security referred to 
herein, BofAS may act as principal for its own account or as agent for another person. BofAS is and continues to act solely as a broker-dealer in connection with the execution of any transactions, 
including transactions in any securities referred to herein. 
BofA ESGMeter Methodology: 
ESGMeter is a proprietary metric based on quantitative analysis and fundamental analyst inputs that reflects our assessment of a company's Environmental, Social and Governance-related 
attributes. The ESGMeter is intended to indicate a company's likelihood of experiencing stronger financial stability (higher return on equity and lower earnings and price volatility) over the next 
three years relative to peer group. There are three ESGMeter levels - Low, Medium, and High - which indicate whether a company has attributes most likely to translate into superior financial 
stability (in the case of a High level) or weaker financial stability (in the case of a Low level) over the next three years relative to its peer group. A Medium level suggests that a company exhibits 
ESG characteristics that are likely associated with financial stability results in line with its peer group over the next three years. Full details of our methodology, financial stability definition and 
disclaimers are available at BofA ESGMeter methodology. ESGMeter is not indicative of a company's future stock price performance and is not an investment recommendation or rating. 
ESGMeter is independent of the BofA Global Research fundamental equity analyst's investment rating, volatility risk rating, income rating or price objective for that company. 
Copyright and General Information:  
Copyright 2023 Bank of America Corporation. All rights reserved.  iQdatabase® is a registered service mark of Bank of America Corporation. This information is prepared for the use of BofA 
Securities clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of BofA Securities. BofA Global 
Research information is distributed simultaneously to internal and client websites and other portals by BofA Securities and is not publicly-available material. Any unauthorized use or disclosure 
is prohibited. Receipt and review of this information constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information 
contained herein (including any investment recommendations, estimates or price targets) without first obtaining express permission from an authorized officer of BofA Securities. 
Materials prepared by BofA Global Research personnel are based on public information. Facts and views presented in this material have not been reviewed by, and may not reflect information 
known to, professionals in other business areas of BofA Securities, including investment banking personnel. BofA Securities has established information barriers between BofA Global Research 
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and certain business groups. As a result, BofA Securities does not disclose certain client relationships with, or compensation received from, such issuers. To the extent this material discusses 
any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal advisers as to issues of 
law relating to the subject matter of this material. BofA Global Research personnel’s knowledge of legal proceedings in which any BofA Securities entity and/or its directors, officers and 
employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving issuers mentioned in this material is based on public information. Facts and views presented in this 
material that relate to any such proceedings have not been reviewed by, discussed with, and may not reflect information known to, professionals in other business areas of BofA Securities in 
connection with the legal proceedings or matters relevant to such proceedings. 
This information has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of any 
securities. None of BofAS any of its affiliates or their research analysts has any authority whatsoever to make any representation or warranty on behalf of the issuer(s). BofA Global Research 
policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior to the publication of a research report containing 
such rating, recommendation or investment thesis. 
Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to 
seek tax advice based on their particular circumstances from an independent tax professional. 
The information herein (other than disclosure information relating to BofA Securities and its affiliates) was obtained from various sources and we do not guarantee its accuracy. This information 
may contain links to third-party websites. BofA Securities is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content 
contained on such third-party websites is not part of this information and is not incorporated by reference. The inclusion of a link does not imply any endorsement by or any affiliation with BofA 
Securities. Access to any third-party website is at your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information 
to them. BofA Securities is not responsible for such terms and privacy policies and expressly disclaims any liability for them. 
All opinions, projections and estimates constitute the judgment of the author as of the date of publication and are subject to change without notice. Prices also are subject to change without 
notice. BofA Securities is under no obligation to update this information and BofA Securities ability to publish information on the subject issuer(s) in the future is subject to applicable quiet 
periods. You should therefore assume that BofA Securities will not update any fact, circumstance or opinion contained herein. 
Certain outstanding reports or investment opinions relating to securities, financial instruments and/or issuers may no longer be current.  Always refer to the most recent research report relating 
to an issuer prior to making an investment decision. 
In some cases, an issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any investment opinion relating to such issuer (or 
its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses and investment opinion(s) pertaining to such issuer (or its securities and/or financial 
instruments) nor should the analyses or opinion(s) be considered a solicitation of any kind. Sales persons and financial advisors affiliated with BofAS or any of its affiliates may not solicit 
purchases of securities or financial instruments that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies. 
Neither BofA Securities nor any officer or employee of BofA Securities accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of this 
information.     
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