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ABSTRACT

The purpose of the present study is, firstly, to systematically review research papers
on Sustainable Investments (SI); secondly, to identify and classify investors engaged in SI;
thirdly, to map out linkages between investor classifications and drivers of SI; and lastly, to
provide future research directions in the domain. To undertake the present study, the PRISMA
protocol was used to choose 81 publications that were published between 2015 and 2023
from the Web of Science database. These publications were then analysed using VOSviewer
software. A thematic analysis was conducted to assess various themes in the field of
sustainable investments. Further, a mapping exercise was conducted by the authors to assess
the linkages between types of investors and ESG drivers. This exercise can help identify
opportunities for collaboration among investors, policymakers, corporations, and NGOs to
achieve common sustainability goals. The study revealed that the number of published
research papers on Sustainable investments has exponentially grown in the last eight years. A
total of three clusters emerged from the analysis that was conducted on the selected set of
research papers. The study identified a total of seven drivers and eight types of investors for
sustainable investments. Policymakers can draw inferences from this study and investigate
the different barriers, ways to get around them, and opportunities that come with successfully
implementing sustainability practices. Future researchers and scholars can conduct a
comparative study of developed and developing economies regarding the integration of
sustainability practices like environment, social, and governance (ESG) in investor decisions
in order to get a comprehensive outlook.

Keywords: Sustainable Investments, Environment, Social, and Governance (ESG), VOS
viewer, Thematic Mapping.

INTRODUCTION

Recent years have witnessed a remarkable surge in Environmental, Social, and
Governance Investments (SI) (Collinson, 2020). This upsurge can be attributed to the
growing interest of investors in environmental, social, and governance (ESG) considerations
and the rising preference for investments that yield financial returns while positively
impacting society and the environment (Stobierski, 2021; Ren et al., 2021; Adam & Shauki,
2014). Investors are increasingly incorporating ESG factors into their investment decisions,
recognising the crucial role of companies and investors in promoting sustainable
development (Uzsoki, 2020). The different stakeholders in society are increasingly becoming
conscious of issues such as climate change, pollution, resource depletion, diversity, human
rights, and social justice, leading them to seek out companies that align with their values to
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mitigate the risks associated with these challenges. Investors are more likely to fund
companies that have an emphasis on ESG concerns while also searching for long-term
financial gains under the revised scenario (Igbal et al., 2021).

When it comes to making investments related to ESG, it is crucial to recognise that
investors have a diverse set of reasons and goals for making these kinds of investments.
While the maximisation of one's earnings and the accumulation of money may be the key
motivating factors for some investors, a strong sense of social and environmental
responsibility may be the primary motivating factor for other investors. Such investors place
great importance on the impact, their investments can have on society and the planet. The
motivations behind these investment choices are as diverse as the investors themselves
(Waldner, 2022). For instance, some are propelled by a deep sense of responsibility towards
future generations. Other may view Sustainable investments as a means to align their
financial portfolios with their ethical values (Li et al., 2021; Pastor et al., 2020). To gain a
comprehensive understanding of this evolving landscape, further research is needed,
including comparative studies across different cultural and economic contexts, which can
provide more insightful results (Garg et al., 2022).

In the present study, the authors aim to scrutinise the linkages between investor
profiles and Sustainable investments drivers. By analysing existing literature, this study seeks
to provide insights into the factors that motivate different types of investors to participate in
Sustainable investments besides financial returns (Beisenbina et al., 2022; Serafeim, 2020;
Manaswi et al., 2023). The findings of this study would assist investors and investment
managers in better understanding the preferences and motivations of various investor profiles
and in developing better strategies for Sustainable investments. The research questions of the
study aim to

(1) Systematically review research papers on SI;
(2) Identify and classify the types of investors in SI;
(3) Outline the connections between the investor classifications and drivers for SI; and

(4) Provide recommendations for future research in the field of SI.

Section 2 of the paper deals with the methodology used for paper selection and
analysis. In Section 3, the results of the systematic analysis have been presented. In Section 4,
investor classifications in ESG are identified and discussed. Section 5 deals with the mapping
exercise based on investor classification in SI and drivers of SI. The summary and conclusion
of the study are given in Section 6. The implications and future research directions related to
the present study have been presented in sections 7 and 8, respectively.

METHODOLOGY

In this study, the authors adopted a three-step methodology encompassing PRISMA
guidelines and network analysis for systematically reviewing the research articles, followed
by a mapping exercise to present an integrated framework based on Investor classifications
and Drivers of SI.

Database
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Web of Science (WoS) database was used for analysis. The selection of WoS database
was based on its reputation for containing a robust collection of high-quality academic
publications. Compared to other databases such as Scopus and Google Scholar, WoS is
renowned for its comprehensive coverage of scholarly literature across several disciplines.

Paper Selection Using PRISMA

In this study, a comprehensive search strategy was developed by authors,
incorporating specific keywords related to Sustainable investments. Search query was
constructed using the following keyword search strategy: "socially responsible invest*" or
"drivers of ESG" or "Motivations for ESG" or "ESG invest*" or "Sustainable Invest*" OR
"SRI" OR "Impact invest*" OR "green invest*" (Topic) and "Investor" OR "Investor
classification" OR "Shareholder" OR "Shareholder classification" (Topic) and Business or
Business Finance or Economics or Management or Ethics or Environmental Studies or
Environmental Sciences or Green Sustainable Science Technology or Law or Operations
Research Management Science or International Relations (Web of Science Categories) and
English (Languages)

The search encompassed research papers published between 2015 and 2023, allowing
for the inclusion of recent and relevant publications in the analysis.

The authors a multidisciplinary approach by drawing on literature from a wide variety
of fields, such as management, business, business finance, and business economics. This
allowed the authors to examine the topic from a variety of perspectives. Only papers written
in English were included in the study because the researchers wanted to make their findings
as clear as possible and cut down on the likelihood of finding discrepancies. The final set
consisted of a total of 81 different research publications. Figure 1 offers a full overview of the
procedures performed in the process of selecting papers to include and exclude from this
analysis. It also outlines the particular criteria that were utilised for the inclusion and removal
of certain studies in this investigation.

Network Analysis based on Keyword Co-occurrence using VosViewer

Using the VOSviewer software, a network analysis that was based on the co-
occurrence of keywords was carried out. VOSviewer is software that may be utilised for both
visualising and analysing scientific writing. The authors were able to identify patterns and
links between the keywords contained within the chosen research publications using this
technique. Following this analysis, a total of five clusters were identified (Figure 2).

Mapping Exercise

The primary goal of this mapping was to identify the relationships between the
different types of investors and drivers that influence SI in the context of this study. The
purpose of this mapping effort is to provide a comprehensive understanding of the
interrelationships between the various types of investors and the many forces that influence
SL
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Identification of studies via databases and registers
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FIGURE 1
PRISMA PROTOCOL

Source: The Authors.
Cluster Analysis

The authors have made an effort to recognise emerging themes in the field of SI in
this section of the study. The procedure of identification is based on a combination of
keywords combined. According to Aggarwal & Manaswi (2022), the findings of cluster
analysis can lead to a variety of alternative conclusions as well as a deeper comprehension of
the topic at hand.
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Cluster 1-Red: Sustainable Investments and Investment Performance

Recent studies on Sustainable investments have yielded valuable insights into their
performance and impact. Notably, ESG funds have demonstrated the potential to outperform
their conventional counterparts, frequently delivering financial returns comparable to or
exceeding traditional funds (Yadav et al., 2015; Saci et al., 2022; Jain et al., 2019; US SIF,
n.d.). The Morningstar US Sustainability Index experienced a modest decline of 18.9%
during the year 2022. Surprisingly, this decline was slightly lower than the 19.5%
experienced by the renowned Morningstar US Large-Mid Cap Index. Further, the widely
recognised S&P 500 witnessed a decline of 19.4% in parallel (US SIF, n.d.; Norton, 2023;
Cohen et al., 2021). Morgan Stanley, in a comprehensive analysis of 3,000 US mutual funds
and exchange-traded funds (ETFs), published a report that underscored the significance of
ESG considerations in investment portfolios during a period marked by heightened market
volatility and an economic downturn (Folqué et al., 2021; Hassani & Bahini, 2022; Morgan
Stanley, 2021). The study revealed that portfolios neglecting ESG factors underperformed in
comparison to those incorporating them, encompassing both equity and bond investments.
Remarkably, sustainable equity funds demonstrated a noteworthy median total return in 2020,
outperforming their non-ESG counterparts by an impressive margin of 4.3 percentage points.
Similarly, sustainable taxable bond funds exhibited a median total return that surpassed
competing funds by 0.9% during the same period. These positive trends of superior
performance extended further back to 2019, with both sustainable equity funds and
sustainable taxable bond funds outshining their traditional peer funds. Further, compelling
findings from Morgan Stanley’s study highlight the enduring advantages and financial
rewards associated with integrating ESG considerations into investment strategies. Cunha et
al. (2019) conducted a study suggesting that the effectiveness of Sustainable investments
varies based on the geographical location of the investment. It has also been observed that
green portfolios tend to outperform the market during financial crises, indicating a growing
awareness of the significance of sustainability among investors. Notably, developing
economies like India are showing a heightened interest in corporations’ green initiatives,
which can stimulate demand for their shares (Kaur and Chaudhary, 2022). Jain et al., (2019)
affirm that businesses that prioritise eco-friendly practices and invest in green initiatives tend
to generate substantial returns, creating better financial value and attracting proactive
stakeholders concerned with environmental conservation. However, it is worth noting that
several studies suggest no significant difference in performance between sustainable and
traditional investments (Daugaard & Ding, 2022). Therefore, it is crucial to consider various
factors such as risk tolerance, investment objectives, and personal values alongside the
investment performance of Sustainable investments when making investment decisions
(Talan & Sharma, 2019).

Some studies have found a positive relationship between Sustainable investments and
investment performance, while others have found no significant difference (Jain et al., 2019).
The investment performance of Sustainable investments should not, however, be the sole
factor that investors consider when making investment decisions. Other factors, including
risk tolerance, investment goals, and personal values, should also be considered (Talan &
Sharma, 2019).

Cluster 2-Blue: Drivers of Sustainable Investments

According to Riicker (2021), there are three crucial factors that drive Sustainable
investments. Firstly, companies that prioritise ESG practices tend to achieve greater
economic prosperity and generate more risk-adjusted returns in financial markets. Secondly,
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advances in technology and social media have brought about increased awareness regarding
environmental conservation, action against climate change, and the need to exercise social
responsibility. This shift in values has influenced investment decisions, with investors
desiring to put their money into companies that align with their beliefs and values (Cooper &
Weber, 2020). Thirdly, regulatory measures are emerging as key drivers of Sustainable
investments, with businesses coming under increasing pressure to become more
environmentally conscious and responsible (Sun et al., 2022). This trend is set to persist as
the world strives to achieve collective political goals such as the Paris Agreement or the
Sustainable Development Goals outlined by the United Nations. For instance, the European
Union’s efforts in sustainable finance and classification serve as a case in point (Lopes et al.,
2022; Chiu et al., 2022; Uzsoki, 2020). Investors exhibit varying degrees of motivation
driven by both higher risk-adjusted returns and values, considering different age groups. To
illustrate, a notable 42% of investors aged 25-34 anticipate superior risk-adjusted returns
from investments based on ESG, compared to a mere 16% of investors aged 55-64.
Furthermore, across all age brackets, a significant 47% of investors express a desire to engage
in Sustainable investments, either to manifest their personal values or to support companies
actively contributing to positive societal and environmental impacts (Boffo & Patalano,
2020). This indicates that both financial considerations and ethical convictions play
influential roles in shaping investor attitudes towards ESG investing across different age
cohorts (Boffo & Patalano, 2020; Neufeld, 2021; Sorensen et al., 2021). Chatzitheodorou et
al. (2019) identified seven types of motivation for investors engaged in socially responsible
investing. Their analysis of motivations was based on the triple bottom line. The identified
motivations were environmentally profit-seeking, environmentally conscious, socially profit-
seeking, socially conscious, socio-environmentally profit-seeking, and value-based investing.
This highlights the growing relevance of investment drivers and their significance for
investor classification.

Cluster 3-Green: Investment Opportunities based on Socially Responsible Investing

Socially responsible investing (SRI) provides investment opportunities that align
financial goals with ethical values. Key opportunities include investing in renewable energy,
sustainable agriculture, socially responsible companies, sustainable infrastructure, and social
impact projects (Lehmann et al., 2022). These investments contribute to addressing climate
change, promoting responsible farming, supporting social justice, enhancing urban
development, and empowering underserved communities (Talan & Sharma, 2019; Erragraguy
& Revelli, 2015). By capitalising on these opportunities, investors can generate financial
returns while making a positive impact on society and the environment, contributing to a
more sustainable and inclusive future. Socially responsible investments (SRI) have garnered
considerable attention, particularly regarding their impact on financial performance.
However, the absence of reliable instruments like ESG ratings has led to confusion
surrounding the true representation of social responsibility (Chen, 2019; Boffo & Patalano,
2020). While veteran investors have been at the forefront of Sustainable investments,
individual participation has been relatively low over the past three decades (Meunier &
Ohadi, 2022). Extensive comparisons between Sustainable investments and traditional
investments have sought to identify various determinants and intentions of investing through
behavioural models (Avram, 2022). However, there is a dearth of studies investigating the
linkages between investor classifications and drivers of Sustainable investments. For
instance, Thanki et al. (2022) conducted a cross-sectional analysis of 449 individual investors
and found that collectivism, ESG awareness, environmental concerns, and financial
performance had significant positive effects on attitudes towards SI, subsequently influencing
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ESG investment intentions. Additionally, research by Morgan Stanley revealed that
sustainable mutual funds outperformed traditional mutual funds in the US over a ten-year
period, while MSCI’s study demonstrated that corporations with high ESG scores exhibited
better risk-adjusted returns compared to their competitors. SRI has the potential to guide
investors in aligning their investments with their values and beliefs while providing valuable
insights into investor classifications (Shahrour, 2022; Tseng et al., 2019). To further expand
the understanding of Sustainable investments and their ever-evolving drivers, more in depth
studies are warranted in order to provide a more comprehensive outlook (Peterdy, 2023).
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Investor Classifications

In this section, the authors identified and categorised investors who engage in
sustainable businesses to learn more about what drives and motivates them. This analysis is a
continuation of the three different clusters that were discussed above. Each cluster presents a
distinct perspective on Sustainable investments. In Cluster 1, the authors looked at studies on
how well Sustainable investments did. This helped in understanding the risks as well as
potential returns that come with these types of investments. In Cluster 2, the authors have
attempted to provide insights into the motivations and preferences of investors as well as the
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larger social and economic contexts that shape ESG investment decisions. In Cluster 3,
assisted in the assessment and identification of socially conscious investors, as SRI mainly
focuses on those investors. Overall, these three clusters contribute to a comprehensive
analysis of investor classifications, offering insights into investment opportunities, driving
forces, and performance outcomes in the context of Sustainable investments. To better
comprehend the motivations behind Sustainable investments, it is essential to address two
key questions: (a) which categories of investors are the most active in Sustainable
investments? and (b) what are the motivations for such investments? In Figure 3 the authors
present a comprehensive synopsis of the different classifications of investors. In the figure, a
total of four dimensions are presented: environment (top), social (left), corporate governance
(right), and the economic dimension at the core which depicts traditional investments that
prioritise financial gain over ESG considerations.

Environmental Domain

Existing literature suggests two fundamental categories of investors in this domain.
The first group consists of environmentally conscious investors who prioritise environmental
protection and preservation over financial gain (Haigh & Guthrie, 2008; Hassel et al., 2005).
They base their investment decisions on the environmental impact of the companies they
choose to invest in. On the other hand, the second group comprises investors primarily driven
by financial returns but who also consider the environmental impact of their investments.
They aim to avoid environmental risks while pursuing profits (Bergek et al., 2013; Bernow et
al., 2017). To illustrate this distinction, Figure 3 depicts environmentally conscious investors
in area El and environmentally profit-seeking and risk-averse investors in area E2. By
analysing these different investor categories, researchers gain valuable insights into the
preferences and priorities of investors within the environmental domain (Reboredo & Otero,
2021).

Social Domain

The social domain encompasses investors who are driven by social motivations and
seek to invest in initiatives that promote the common good and improve community living
standards. Extensive literature exploration revealed two distinct types of investors within the
social realm, each with different incentives and levels of emphasis on sustainability. The first
group, represented as “S1” in Figure 3, consists of socially conscious investors who
conscientiously refrain from investing in industries considered “dirty,” such as tobacco,
alcohol, gambling, or armaments, due to their ethical principles. These investors willingly
forgo potentially lucrative opportunities, prioritising their principles over financial gains. The
second category comprises investors primarily motivated by profit maximisation or risk
mitigation with minimal concern for social issues (Jain et al., 2019). They engage in social
investment to explore untapped profit potential or safeguard their investments from potential
negative societal repercussions. Referred to as “socially profit-seeking and risk-averse
investors,” this group is symbolised as area S2 in Figure 3. According to Collinson (2020),
ethical investments sometimes attract conventional investors who are expecting better returns
than conventional investments.

Socio-Environmental Domain
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The socio-environmental domain of investment is witnessing remarkable growth as
more investors seek to align their financial goals with their personal values and make a
positive impact on the world (Garg et al., 2022; Thompson, 2022). Within this domain, two
distinct categories of investors emerge after a thorough analysis of the literature. The first
category consists of investors who primarily consider a company’s socio-environmental
performance and its societal impact when making investment decisions. They favour
businesses that operate sustainably and responsibly (SE1 in Figure 3). The second category
includes socio-environmentally profit-seeking and risk-averse investors who believe that
investing in companies committed to social and environmental responsibility can generate
higher long-term returns (SE2 in Figure 3). These investors recognise the growing
significance of socio-environmental considerations and their potential to drive financial
success.

Governance Domain

The governance domain focuses on investing in companies that demonstrate a firm
commitment to ethical business conduct and effective governance procedures (G1 in Figure
3). Investors in this domain are driven by diverse and intricate motivations, which encompass
factors such as transparency, social accountability, risk mitigation, and overall financial
success (Shank et al., 2013). By prioritising strong governance practices, investors aim to
benefit from increased transparency, enhanced accountability, and reduced risk. This domain
plays a vital role in aligning investment decisions with ethical and responsible business
practices.

Environment
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& Economic

)
& Gl
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FIGURE 3
INVESTOR CLASSIFICATION
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Source: The Authors.
Mapping Investor Classifications and Drivers of Sustainable Investments

The proposed mapping exercise aims to consolidate the fragmented literature on
Sustainable investments and enhance scholars' and academicians’ understanding of this field,
particularly in the absence of a standard definition. By mapping the relationships between
investor classifications and drivers of Sustainable investments, several objectives can be
achieved. Firstly, this mapping would bring clarity to investors' interest in ESG by
highlighting the most influential drivers and distinguishing them from less critical factors.
Secondly, a better comprehension of these linkages would stimulate greater investor
participation in Sustainable investments, directing capital towards socially and
environmentally responsible projects. Thirdly, policymakers can develop targeted policies to
promote Sustainable investments when equipped with a comprehensive understanding of
these interconnections, thereby fostering long-term investments. Lastly, the construction of a
diagram illustrating the connections between different investor types and driving factors
would help in identifying areas that require further investigation, prompting academics and
industry professionals to disseminate relevant data to the investment community Table 1.

Table 1
MAPPING INVESTOR CLASSIFICATIONS WITH DRIVERS OF SI
Investor Motivation
Investor | ESG Focus Value Profit Potential Drivers of SI Mappin
Types Based | Seeking & | Investors g
< | Risk Averse Drivers
© %l@/\ﬂ

Climate- | Environment / NPOs, Green | Climate change El
conscious 2z MFs awareness,
investors — Environmental

stewardship, Sustainable

future
Environm | Environment ( Conventional Financial returns, E2
entally Qe Investors, Environmental
Profit == institutional preservation, Risk
Seeking investors, management, Resource
& Risk NGOs, NPOs, | efficiency, Sustainable
Averse charities business models
Ethical Social, ( Social Values alignment, S1,Gl1
Investors Governance Investors, Ethical considerations,

Charities, social impact,
13 Foundations Responsible investing,

Alignment with values

and beliefs
Socially ) :‘g ( Conventional | Financial gains, social S2
Profit Social Investors impact, Risk
Seeking management,
and Risk Responsible business
Averse practices, Sustainable

growth
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Socially Socio- / Institutional Environmental SE2
Responsi | Environment investors, preservation, social
ble @ pension funds, | responsibility, Ethical
Investors &85 charities governance, Impactful
investing, Sustainable
development
Socio- Socio- Individual Sustainable SE1
Environm | Environment investors, development, social
entally @ institutional progress, Environmental
Profit (23 investors, responsibility, Balanced
Seeking NGOs, NPOs, | risk exposure
& Risk charities
Averse
Governan | Governance Institutional Corporate transparency, | G1
ce ﬁ investors, Strong governance
focused pension funds, | practices, Shareholder
sovereign rights, Board
wealth funds accountability, Board
diversity
ESG Environment ( Institutional Environmental SEI,
Investors Social investors, awareness, social SE2
Governance pension funds, | responsibility,
@‘g‘_g sovereign Governance
[ wealth funds, considerations, Long-
charities term value creation

Source: The Authors.

The table maps eight different types of sustainable investors and their investment
drivers. The first column lists the investor types, namely: climate-conscious investors,
environmentally profit-seeking and risk-averse investors, ethical investors, socially profit-
seeking and risk-averse investors, socially responsible investors, socio-environmentally
profit-seeking and risk-averse investors, governance-focused investors, and ESG investors.
The second column focuses on ESG criteria, including environmental, social, governance,
and socio-environmental factors, respectively. The third and fourth columns show investor
motivations, i.e., value-based and profit-seeking investors, respectively. The fifth column
highlights potential investors, including institutional investors, high net-worth individuals,
retail investors, pension funds, NPOs, and charities and NGOs. The sixth column shows
potential drivers for those investors, and the last column maps these characteristics with
investor classifications identified in Section 4 (Figure 3).

The purpose of the mapping exercise that is presented in the table is significant to the
overall study because it illustrates the linkages that exist between the different types of
sustainable investors and the investment motivations that are associated with them. For
instance, environmental concerns drive climate-conscious investors to prioritise
environmental factors in their investment decisions (Cunha et al., 2019). These investors may
prioritise the reduction of carbon emissions or the promotion of renewable energy projects.
On the other hand, investors who are concerned about the environment but are also interested
in making a profit place a primary emphasis on financial returns while also taking
environmental considerations into account (Boffo & Patalano 2020). Through this exercise,
scholars would gain a better understanding of how various categories of investors match
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certain ESG criteria and motives. The fact that this activity is able to shed light on the various
viewpoints and priorities of sustainable investors is the primary reason why it is relevant. The
table offers valuable insights into the complex environment of Sustainable investments by
mapping the different categories of investors to specific ESG criteria, motivations, potential
investors, and drivers. In Table 1, ethical investors emphasise the significance of social and
governance elements alongside their investing decisions. Additionally, they take values and
ethical considerations into account while selecting portfolios. According to Garg et al. (2022),
Collinson (2020), and Derwall et al., (2011), these investors may include social investors,
non-profit organisations (NPOs), charities, or non-government organisations (NGOs). This
demonstrates their commitment to having a positive impact on society. Chatzitheodorou et
al., (2019) also conducted a similar study wherein they only looked at SRIs and identified
additional investor classifications, giving readers a comprehensive understanding of the ESG
investment landscape. Finally, COVID-19's influence on environmentally responsible
spending is not to be discounted. Many investors have been forced to revise their investment
strategies because of the economic slowdown caused by the pandemic. Additionally, it has
emphasised the significance of making Sustainable investments in resilience-building and
tackling global crises.

CONCLUSION

Sustainable investments (SI) are increasingly gaining attention for their ability to
blend financial viability with social responsibility, making them a powerful force that fosters
positive returns and fuels long-term economic growth. A meticulous systematic review by the
author’s unveiled three emerging themes in the field of SI: 'Sustainable investments and
investment performance,' 'drivers of Sustainable investments,' and 'investment opportunities
based on socially responsible investments (SRI)' (as shown in Figure 2). These themes
provide invaluable insights into the emerging frontiers of SI. After the thematic analysis, the
authors then identified and classified investors engaged in ESG based on their different
drivers and motivations. This comprehensive investigation yielded a total of seven distinctive
classifications, as demonstrated in Figure 3. The authors in this study also conducted a
mapping exercise, examining the intricate linkages between investor classifications and the
driving forces behind Sustainable investments (Table 1). This exercise provides a profound
framework, enabling researchers and practitioners alike to navigate the diverse landscape of
sustainable investors, drawing out similarities and highlighting their unique differentiating
factors. Socially responsible investors consider both environmental and social factors when
making investment decisions, attracting retail investors and pension funds seeking to align
their investments with their values and societal impact goals. Further, the exercise highlights
the alignment between investor characteristics and the identified investor classifications from
Section 4 and Figure 3 of the study. This correlation further validates and strengthens the
understanding of investor behaviour in the context of Sustainable investments. For instance,
governance-focused investors prioritise good governance practices in the companies they
invest in, primarily attracting pension funds that emphasise responsible corporate practices
and transparency. By mapping the investor types, ESG criteria, motivations, potential
investors, and drivers, researchers can identify patterns, trends, and interconnections within
the ESG landscape. This knowledge not only enhances our understanding of sustainable
investing but also informs policymakers, practitioners, and stakeholders about the potential
avenues for promoting and advancing sustainable practices. Therefore, as the understanding
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of Sustainable investments continues to evolve, policymakers can leverage this knowledge to
develop policies that foster long-term investments and support sustainable practices.

Implications

The present study has important implications for asset managers, enabling them to
better engage with the businesses in which they have invested. By integrating human rights
and environmental concerns into business strategies and corporate governance, ethical and
sustainable business practices can be promoted. Additionally, fund managers and investors
can benefit from this study by gaining a deeper understanding of which activities are
sustainable and which are not, empowering them to make more informed investment
decisions.

Exploring investor classification within Sustainable investments holds significant
potential for shaping the trajectory of sustainable finance and driving investments towards
responsible and sustainable practices. The present study comprehensively identified and
categorised investors based on their preferences, motivations, and engagement with
Sustainable investments. Such understanding would lay the groundwork for informed
strategies and initiatives that foster positive environmental and social impacts within the
financial landscape.

Further, policymakers can leverage the findings of this study to design targeted
initiatives and regulations that encourage greater investment in sustainable practices. For
instance, tax incentives or subsidies can be provided to make certain types of Sustainable
investments more attractive to investors. Policymakers can also focus on improving
transparency and standardisation of ESG products, facilitating investor understanding and
comparison of different options. In addition, the analysis of investor classification assists
policymakers in evaluating the impact of Sustainable investments on various stakeholders,
such as businesses, communities, and the environment Table 2.

Future Research Directions

Table 2
FUTURE RESEARCH DIRECTIONS
Clusters Particulars
The landscape of Sustainable investments is ever changing due to financial
innovations like impact investing, green bonds, ETFs, among others. Future studies
assessing the impact of these new financial products on ESG investment
performance and their potential to drive positive social and environmental

Cluster 1 ‘Red’:

_Sustamable outcomes can be insightful (Quatrosi, 2022).

investments and . . - . . .
Sustainable investments can provide benefits beyond social and environmental

Investment . . . L e . . .

Performance dimensions i.e., portfolio diversification. Future studies focusing on potential

benefits of integrating Sustainable investments into portfolio management,
particularly in terms of risk reduction and long-term performance can yield
interesting results.

Assessing Sustainable investments through a multicultural lens, researchers can
gain deeper insights into how economic and cultural factors shape investors’ overall

Cluster 2 *Green': behaviour and attitudes. Such a comparative analysis can shed light on the nuances

Dr|ve.rs of and variations in ESG investment practices worldwide, enhancing our
Sustainable . . .
nvestments understanding of the complex interplay between culture, economics, and

sustainable finance (Garg et al., 2022).
Advances in technology are enabling new ways of investing in sustainability, such
as impact investing and blockchain-based platforms. Future research could examine
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how technology is changing the landscape of sustainable investing and how it is
influencing investor behaviour (Li et al., 2022).

Sustainable business practices are becoming the norm, and investors are

Cluster 3 *Blue’: increasingly looking for possibilities based on ESG factors. The impact of the

Investment - - ; - - —
Opportunities based |nd|cat.ed sustalnabllﬁy metrics on investment outcomes needs more investigation
on Sociall (Koenigsmarck & Geissdoerfer, 2023).

Res onsib)I/e Since the UN introduced ESG in 2004, academic research has favoured it over
Invepstments CSR. Studies have mostly focused on developed nations when it comes to the

impact analysis of Sls. Further research on developing nations can be insightful to
get a comparative and comprehensive outlook.

Source: The Authors.
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