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Source: PRI and XP Research.

It is all about aligning purpose with profit. The pandemic has underlined

the fact that ESG investing doesn’t come at a cost, but more than that,

can future-proof investments and in some cases boost returns, all while

helping to shape a better future, thinking about investors’ role in driving

real-world outcomes.

The growing relevance of ESG worldwide. Responsible investment has

been gradually gathering steam throughout the world in the last couple of

years - globally more than US$35.3 trillion of investments are managed

by institutional investors that have clearly defined sustainable strategies

(+11% CAGR), which represents ~36% of world’s AuM (Figure 01).

Brazil: Still lagged but minding the gap. When it comes to Brazil, while

there is clearly still much more to be done on the matter, but, on the

positive side, in 2021 we’ve seen a shift, a significant acceleration in the

uptake of ESG investing and we expect this secular trend towards ESG

factors to persist and accelerate further in Brazil into the year ahead.

ESG themes are long-term, but some can emerge with sudden force. We

expect five key ESG trends to shape the sustainable investment

landscape going into 2022: (i) all eyes on GHG emissions’ reduction; (ii)

carbon credits at the forefront; (iii) the increase importance of the Social

pillar and two key topics to watch out; (iv) regulations are coming; and (v)

standardization of ESG reporting.

What to own? Aiming to help investors within their asset allocation

process, we launched during 2021 two key ESG portfolios: (i) XP Brazil

ESG Portfolio, which contains the top 10 picks of Brazilian equities that

combines high ESG standards based on our proprietary analysis and

solid fundamentals; and (ii) XP BDRs & ESG Selection, composed by the

BDRs of 15 US listed companies with high ESG ratings according to

MSCI.
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Responsible investment has been gradually gathering steam throughout the world in the last couple of years, and, more

recently, in Brazil, while we expect this secular trend towards ESG factors to persist and accelerate further into the year

ahead. ESG themes are long-term, but some can emerge with sudden force. With that in mind, this report aims to guide

investors within ESG agenda, through (i) five key ESG trends to watch going into 2022; (ii) the top 10 picks of Brazilian

equities (XP Brazil ESG Portfolio); and (iii) 15 BDRs to be exposed to the theme globally (XP BDRs & ESG Selection).

Marcella Ungaretti
Head of Research ESG
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Figure 1: Snapshot of global AuM

Laying out five key ESG trends for the year ahead

ESG: What will shape the sustainable investment in 2022? 

Year Ahead | 2022

Equity Research November 30, 2021

ESG – Year Ahead

US$ trillion



Trend #1 – All eyes on GHG emissions’ reduction. The

latest report published by the UN IPCC (click here to

access our note) evidenced a more critical scenario than

the previous warnings, raising the message’s tone and

highlighting the huge responsibility of the human being in

this process. The Earth is warming faster than expected

and is on the path to reach 1.5°C above the pre-industrial

level already in the 2030s (Figure 02). Hence, as we saw

during COP26 (see here our report), world’s focus are on

alternatives to reduce greenhouse gas emissions (GHG),

thus, allowing countries to achieve its net zero pledges.

Such alarming scenario, coupled with investors’ demand

for credible plans by the companies to reduce their carbon

footprint, lead us to see this as a key topic for the year

ahead and companies must prepare for this inevitable

movement, focusing efforts and looking for alternatives,

now that we have passed a point of no return.
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¹Kyoto Protocol: the first international treaty of commitment between several countries with the aim to reduce

greenhouse gases emissions; ²Paris Agreement: replaced the Kyoto Protocol in 2015.

Source: IPCC and XP Research.
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Figure 02: Evolution of global average temperature

°C - in relation to the average temperature of 1961-1990
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Trend #2 – Carbon credits at the forefront. The carbon credits emerged in 1997 from the Kyoto Protocol¹ and its market

already worth billions around the world – €229bn in 2020, a 20% YoY growth and +5x since 2017. During COP26, among

the topics discussed, the Article 6 of the Paris Agreement² was one of the key points, as this section deals with how to

develop and implement the international carbon markets, which allow for the trading of emissions-reduction credits. Post

the event, nothing has changed regarding the voluntary market; on the other hand, when it comes to the regulated market,

we highlight two topics that were already decided: (i) advances with Paragraph 6.2’s, regulating bilateral trades between

countries to meet the NDC; and (ii) developments with Paragraph 6.4, which evidences how to trades between private

agents to comply with the NDCs, avoiding double counting of credits (click here to access our report). While we reinforce

our view that there is no silver bullet when it comes to global warming, we see the carbon credit market as an important

alternative solution to tackle climate change, which will require both investors and companies’ attention into 2022.

Trend #3 – The increase importance of the Social pillar and two key topics to watch out. During 2021, we have seen social

issues gaining ground within discussions on the back of investors demand for companies to show leadership on this

matter. As we approach 2022, we believe this pillar will loom largest in the year ahead, and companies will have to

encompass mainly two key topics: (i) data security: the increase in online data collection, coupled with the strengthening

in privacy regulations, such as the General Data Protection Law (LGPD, in Portuguese), are already requiring companies to

have better practices in place to protect customers’ privacy and safeguard sensitive data, mainly considering the

increasing number of data breaches recently; and (ii) diversity and inclusion, which we expect to be covered by all

companies, following the trend we’ve seen in the creation of internal committees to discuss and implement actions to

increase the representation of all classes, races, genders and people with special needs among its employees and clients.

https://researchxp1.s3.sa-east-1.amazonaws.com/20210819+IPCC+%5BENG%5D+vFinal.pdf
https://researchxp1.s3.sa-east-1.amazonaws.com/2021125+COP26+Feedback+Pt.+II+%5BENG%5D+vFinal.pdf
https://researchxp1.s3.sa-east-1.amazonaws.com/2021125+COP26+Feedback+Pt.+II+%5BENG%5D+vFinal.pdf


Trend #4 – Regulations are coming. In our view, in addition to the current wave of change driven by society and investors,

we also believe that regulatory-imposed changes are and will increasingly play an important role in driving companies

towards better ESG practices. When it comes to Brazil, considering that ESG agenda is relatively new and brings

challenges, in 2021 we saw more general and less prescriptive rules, which created room for participants to use

internationally recognized initiatives. However, as the recently moves already signed – for example, CVM announced early

this month that is preparing internal studies for a potential second stage of regulatory change in the disclosure of

sustainability information –, for the year ahead, we see the Brazilian regulation also evolving and becoming increasingly

relevant to drive the ESG agenda’s evolution ahead.

Trend #5 – Standardization of ESG reporting. While the availability of ESG data has spiked, the quality of the data remains

a global challenge and the standardizing disclosure requirements among the investment community is clearly necessary,

not just what needs to be reported, but also the way in which it is reported. Recently, we saw important steps being taken

towards this matter – for example, the IFRS Foundation announced the creation of international standards for

transparency and recording of sustainability information. Looking forward, we expect an increasingly number of initiatives

to embrace the standardization of ESG reporting, which is a necessary evolution, as we still lack a unique universal

standard of disclosure and, furthermore, the release of such information is often not even mandatory - currently, along

the 114 stock exchanges in the world, only 26 (23%) stablishes the disclosure of ESG reports as mandatory for stocks

listing (Figure 03). On the positive side, when we analyze the number of stock exchanges that provide at least the

guidelines for disclosing ESG information, even though it is optional, this number increases to 61 – or 54% (Figure 04).
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Source: SSE and XP Research.
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Figure 03: ESG factors’ disclosure on stock exchanges around the world

Figure 04: Stock Exchange Sustainability Activities
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¹ B3 Corporate Sustainability Index (ISE); ² Scale from 1 to 5, where sell recommendation is a value less than 3,

neutral from 3 to 4, and buy above 4.

Source: XP Research.

Our BDRs & ESG Selection. In order to select US listed companies that are benchmarks in good ESG practices, we

launched in April/21 the XP BDRs & ESG Selection, composed by the 15 companies with the best ESG ratings according

to MSCI (Figure 06). In our view, this portfolio allows investors to diversify internationally, in addition to expand the ESG

assets’ universe, which we see as a powerful combination. This selection aims to outperform the MSCI ACWI over the

long term, and it is reviewed on a quarterly basis.

Company Ticker Current Price (US$) Current Price (R$) Recommendation² Rating ESG (MSCI)

Microsoft MSFT34 77 331 4.8 AAA

Nvidia NVDC34 38 327 4.5 AAA

Adobe ADBE34 76 670 4.6 AA

Coca-Cola COCA34 50 52 4.4 AA

Home Depot HOME34 81 401 4.1 AA

Intel ITLC34 46 49 3.4 AA

Salesforce SSFO34 73 285 4.7 AA

Zoetis Z1TS34 316 222 4.5 AA

Aura AURA33 44 76 4.0 A

Disney DISB34 54 145 4.5 A

Mastercard MSCD34 57 315 4.7 A

Nike NIKE34 94 169 4.5 A

Paypal PYPL34 52 185 4.5 A

Tesla TSLA34 199 1145 3.4 A

Visa VISA34 55 194 4.8 A

Company Ticker Percentage Current Price (R$) Recommendation Rating ESG (MSCI)

Ambev ABEV3 10% 16.1 Buy AA

Arezzo&Co. ARZZ3 10% 67.2 Buy BB

CBA CBAV3 10% 12.0 Buy A

Jalles Machado JALL3 10% 9.0 Buy -

Localiza RENT3 10% 51.1 Buy AA

Natura&Co NTCO3 10% 26.7 Buy AA

Orizon ORVR3 10% 22.5 Buy -

RD RADL3 10% 22.4 Buy BB

Totvs TOTS3 10% 31.7 Buy BBB

Weg WEGE3 10% 32.2 Buy BBB

What to own? Our ESG stock picking

ESG: What will shape the sustainable investment in 2022? 

Our top 10 picks of Brazilian equities. Aiming to help investors within their asset allocation process, we took an important

step on our ESG agenda at XP Research by launching our ESG recommended portfolio in September/21. This portfolio is

composed of the top 10 stocks (equal weight) that combines high ESG standards and solid fundamentals, aiming to

outperform the B3 ISE Index¹ over the long term. It is reviewed on a monthly basis, and it may or may not change each

month. For December, we aren’t making any changes to our XP Brazil ESG Portfolio (Figure 05), as we maintain our

positive view for the 10 names within our portfolio, both in terms of the fundamental view and ESG perspective for each

name.

Figure 05: XP Brazil ESG Portfolio

Figure 06: XP BDRs & ESG Selection

/ Year Ahead



1) This report was prepared by XP Investimentos CCTVM S.A. ("XP Investimentos or XP") according to the requirements provided in CVM Resolution 20/2021 and aims to provide

information that can help the investors make their own investment decisions, and does not constitute any kind of offer or purchase request and/or sale of any product. The

information contained in this report is considered valid on the date of disclosure and has been obtained from public sources. XP Investimentos is not liable for any decisions

made by the customer based on this report.

2) This report was prepared considering the product risk classification in order to generate allocation results for each investor profile.

3) All of the views expressed in this research report accurately reflect the research analyst’s personal views regarding any and all of the subject securities or issuers. No part of

analyst(s) compensation was, is or will be, directly or indirectly related to the specific recommendations or views expressed in this research report.

4) The signatory of this report declare that the recommendations reflect solely and exclusively their personal analyses and opinions, which have been produced independently,

including in relation to XP Investimentos and which are subject to modifications without notice due to changes in market conditions, and that their remuneration are indirectly

affected by revenue from business and financial transactions carried out by XP Investimentos.

5) The analyst responsible for the content of this report and the compliance with CVM Resolution 20/2021 is indicated above, and, in the event of an indication of another analyst

in the report, the person responsible will be the first accredited analyst to be mentioned in Report.

6) XP Investimentos’ analysts are obligated to comply with all the rules laid down in the APIMEC’s conduct code for the securities analyst and XP Investimentos’ analyst of

securities conduct policy.

7) Customer service is carried out by XP Investimentos employees or by autonomous investment agents who perform their activities through XP, in accordance with CVM

Resolution 16/2021, which are registered in the national association of brokers and distributors of securities (“ANCORD”). The autonomous agent of investment may not provide

consulting, administration or management of customer net worth, and must act as an intermediary and request prior authorization from the client for the realization of any

operation in the capital market.

8) The products presented in this report may not be suitable for all types of customer. Before making any decisions, customers should ensure that the products presented are

suitable for their investor profile. This material does not suggest any change of portfolio, but only guidance on products suitable to a certain investor profile.

9) The profitability of financial products may present variations and their price or value may increase or decrease in a short period of time. Past performance is not necessarily

indicative of future results. Performance disclosed is not net of any applicable taxes. The information present in this material is based on simulations and the actual results may

be significantly different.

10) This report is intended exclusively for to the XP Investimentos’ network, including independent XP agents and XP customers, and may also be released on XP’s website. It is

prohibited to reproduce or redistribute this report to any person, in whole or in part, whatever the purpose, without the prior express consent of XP Investimentos.

11) XP Investimentos’ ombudsman has the mission to serve as a contact channel whenever customers who do not feel satisfied with the solutions given by the company to their

problems. The contact can be made via telephone 0800 722 3710 if you are in Brazil or via ombudsman form if you are in other localities:

ttps://institucional.xpi.com.br/ouvidoria.aspx/.

12) The cost of the transactions billing policies are defined in the operational cost tables which are made available on XP Investimentos website: www.xpi.com.br.

13) XP Investimentos is exempt from any liability for any damages, direct or indirect, that come from the use of this report or its contents.

14) Technical analysis and fundamental analysis follow different methodologies. Technical analysis is performed following concepts such as trends, support, resistance, candles,

volume, and moving averages, amongst others. Fundamental analysis uses as information the results disseminated by the issuing companies and their projections. In this way,

the opinions of fundamental analysts, who seek the best returns given the market conditions, the macroeconomic scenario and the specific events of the company and the

sector, may differ from the opinions of technical analysts, which aim to Identify the most likely movements on asset prices, using "stops" limit possible losses.

15) Investment in stocks is appropriate for moderate and aggressive profile investors, according to the suitability policy practiced by XP Investimentos. Equity investments

available are portion a company’s capital that is traded on the market. Stock is a variable financial investment (i.e. an investment in which profitability is not pre-established and

varies depending on market quotations). Investment in stock is a high-risk investment and past performance is not necessarily indicative of future results and no statement or

warranty, expressed or implied, is made in this material in relation to future performance. Market conditions, macroeconomic scenario, company and sector specific events can

affect investment performance and may even result in significant asset losses. The recommended duration for equity investments is medium-long term. There is no guarantee of

investment return for customers’ investments in stock.

16) Investment in options is preferably indicated for aggressive profile investors, according to the suitability policy practiced by XP Investimentos. In options market, the purchase

or sale rights of a good shall be negotiated at a price fixed at a future date, and the purchaser of the negotiated duty should pay a premium to the seller as in a secure agreement.

Operations with these derivatives are considered very high risk for presenting high risk and return relationships and some positions present the possibility of losses higher than

the capital invested. The recommended duration for the investment is short-term and the customer's assets are not guaranteed in this type of product.

17) Investment in terms is indicated for aggressive profile investors, according to the suitability policy practiced by XP Investimentos. They are contracts for the purchase or sale

of a certain number of shares at a fixed price for settlement within a specified period. The term of the contract is freely chosen by the investors, complying with the minimum

period of 16 days and a maximum of 999 days. The price will be the value of the added share of a portion corresponding to the interest-which are set freely on the market,

depending on the term of the contract. Every transaction in the term requires a guarantee deposit. These guarantees are provided in two forms: coverage or margin.

18) Investments in futures markets are subject to significant loss of principal, and are therefore appropriate for aggressive profile investors, according to the suitability policies

practiced by XP Investimentos. A commodity is an object or price determinant of a future contract or other derivative instrument, which may substantiate an index, a fee, a

movable value or a physical product. Commodities are considered high risk investments, which include the possibility of price fluctuation due to the use of financial leverage. The

recommended duration for commodity investments is short-term and customers’ assets are not guaranteed in this type of product. Market conditions and the macroeconomic

scenario can affect the performance investments.

19) This institution is adhering ANBIMA Code of Regulation and best practices for the distribution activity of retail investment products.

20) XP Investments US, LLC, a broker-dealer registered with the U.S. Securities and Exchange Commission, has assumed responsibility for this research for purposes of U.S.

law. All transactions arising from this research should be directed to XP Investments US, LLC, at +1 646-664-0525.

21) XP Investimentos (a) managed or co-managed a public offering of securities for the subject company in the past 12 months, or (b) received compensation for investment

banking services from the subject company in the past 12 months; or (c) expects to receive or intends to seek compensation for investment banking services from the subject

company in the next 3 months.
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