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Despite the increased integration of environmental, 

social and governance—ESG—considerations in the 

investment process in recent years, we believe the 

focus from investors, corporations, and governments on 

these three letters will continue to increase for many 

years to come. Currently, the emphasis is on the “E” as 

countries around the world work to combat climate 

change and protect the planet.  Governments are also 

participating by setting ambitious targets to become 

carbon neutral.

Europe leads the rest of the world in the ESG initiative 

with the European Green Deal, which was presented at 

the end of 2019. The EU Green Deal includes policy 

measures and a roadmap to aid in the transformation of 

the European Union into a sustainable economy for the 

future.  A key component of the Deal is for the continent 

to achieve carbon neutrality by 2050, with an 

intermediate target of a 55% reduction in greenhouse 

gas emissions by 2030 as compared to the 1990 levels. 

To achieve this target, companies will need to transform 

their activities to fit into a new green economy. This in 

turn leads to two crucial questions. How do we define 

what is green? And how do we fund the additional 

annual 350 billion euros required for this transformation 

over the next decade? 

To help answer the first question, the European Union 

introduced the European Taxonomy, which is a unified 

classification scheme to assist investors and 

corporations in aligning with the transition to a low 

carbon economy. The objective of the EU Taxonomy is 

to create a common language by legally defining what is 

environmentally sustainable or green. This applies to 

different sectors based on criteria that substantially 

contribute to the environmental objectives. By clearly 

defining what is green, the EU Taxonomy will incentivize 

and encourage companies to launch new projects, or 

upgrade existing ones, to meet these criteria. This tool 

is essential to the implementation of the EU Green Deal 

and meeting the climate objectives.

To address the second question, the EU introduced the 

Sustainable Finance Action Plan.  The key components 

of the plan aim to channel finance towards climate goals 

through a mix of public and private investments and to 

enhance transparency through improved disclosure 

requirements for corporations and investors. Public 

investments will come from the Green Deal Investment 

Plan and the European Recovery Fund. The financial 

sector will play a key role in private investments and 

help re-direct investments towards more sustainable 

businesses as well as help to finance growth in a 

sustainable manner over the long term. To facilitate this, 

corporate disclosures will require companies to report 

how their financial metrics align with environmental 

objectives. At the same time, asset managers will be 

required to disclose what percentage of assets in their 

portfolios are Taxonomy-compliant. We expect the 

disclosure rules will result in asset managers marketing 

ESG strategies that are more aligned with the EU 

climate objectives. 

By defining what is sustainable and increasing 

transparency through disclosures, the EU has set the 

foundation to aid in mobilizing capital towards meeting 

climate goals. We believe this is likely to have a 

significant impact on the way investors around the world 

allocate capital. We also believe that ultimately, this will 

lead to high demand for companies and assets that are 

aligned with the environmental objectives of the EU 

Green Deal and push up relative valuations and prices 

of these assets.  

There is a global movement for climate change and 

Europe has taken center stage with the development 

and implementation of the EU Taxonomy. The rest of 

the world is closely watching, as there is a strong 

chance the taxonomy will become the blueprint for the 

global standard of ESG investing in coming years.

A Common Language 

for “Green” in Europe
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DISCLOSURE

Disclosures

The views expressed are the views of Fred Alger Management, LLC 

(“FAM”) and its affiliates as of June 2021. These views are subject 

to change at any time and may not represent the views of all 

portfolio management teams. These views should not be interpreted 

as a guarantee of the future performance of the markets, any 

security or any funds managed by FAM. These views are not meant 

to provide investment advice and should not be considered a 

recommendation to purchase or sell securities. 

Risk Disclosures: Investing in the stock market involves risks, 

including the potential loss of principal. Growth stocks may be more 

volatile than other stocks as the prices of growth stocks tend to be 

higher in relation to their companies’ earnings and may be more 

sensitive to market, political and economic developments. 

Environmental, social and governance investment criteria may limit 

the number of investment opportunities available, and as a result, 

returns may be lower than vehicles not subject to such 

considerations. Please visit www.alger.com for additional risk 

disclosures. Past performance is not indicative of future 

performance. Investors whose reference currency differs from that 

in which the underlying assets are invested may be subject to 

exchange rate movements that alter the value of their investments.

Important Information for US Investors:

This material must be accompanied by the most recent fund fact 

sheet(s) if used in connection with the sale of mutual fund shares. 

Fred Alger & Company, LLC serves as distributor of the Alger 

mutual funds.

Important Information for UK and EU Investors:

This material is directed at investment professionals and qualified 

investors (as defined by MiFID/FCA regulations). It is for information 

purposes only and has been prepared and is made available for the 

benefit investors. This material does not constitute an offer or 

solicitation to any person in any jurisdiction in which it is not 

authorised or permitted, or to anyone who would be an unlawful 

recipient, and is only intended for use by original recipients and 

addressees. The original recipient is solely responsible for any 

actions in further distributing this material and should be satisfied in 

doing so that there is no breach of local legislation or regulation.

Certain products may be subject to restrictions with regard to certain 

persons or in certain countries under national regulations applicable 

to such persons or countries. 

Alger Management, Ltd. (company house number 8634056, 

domiciled at 78 Brook Street, London W1K 5EF, UK) is authorised

and regulated by the Financial Conduct Authority, for the distribution 

of regulated financial products and services. FAM and/or 

Weatherbie Capital, LLC, U.S. registered investment advisors, serve 

as sub-portfolio manager to financial products distributed by Alger 

Management, Ltd.

Alger Group Holdings, LLC (parent company of FAM and Alger 

Management, Ltd.), FAM, and Fred Alger & Company, LLC are not 

authorized persons for the purposes of the Financial Services and 

Markets Act 2000 of the United Kingdom (“FSMA”) and this material 

has not been approved by an authorized person for the purposes of 

Section 21(2)(b) of the FSMA.

Important information for Investors in Israel: 

This material is provided in Israel only to investors of the type listed 

in the first schedule of the Securities Law, 1968 (the "Securities 

Law") and the Regulation of Investment Advice, Investment 

Marketing and Investment Portfolio Management Law, 1995. The 

Fund units will not be sold to investors who are not of the type listed 

in the first schedule of the Securities Law.
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