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Perspectives on ESG Investing

C H A R L O T T E S V I L L E ,   V A   WA S H I N G T O N ,   D C   S A N   F R A N C I S C O ,   C A   S H A N G H A I ,   C H I N A

WEBINAR - 24 January, 2019 (Noon–1 pm)
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T H E  G L O B E ?

C AS E  S T U D Y:

J U S T  C AP I TA L

Perspectives on ESG Investing – Webinar Outline:
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The “Wild West” of Finance

blended finance  community investing  water investment funds

development finance  ethical investing  ESG 
gender‐diversity investing  green finance  impact investing

mission‐related investing  purpose‐drive capital 
renewable energy investing  responsible investing
socially responsible investing  sustainable investing 

triple bottom line  values‐based investing
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Sustainable Finance
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Global Sustainable, Responsible, 
Impact Investing

Source: GSI Alliance  http://www.gsi‐alliance.org/wp‐content/uploads/2017/03/GSIR_Review2016.F.pdf
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$12 trillion

$516 billion

$1 Trillion

$474 billion

$52 billion

$8.7 trillion

US Sustainable Responsible 
Impact Investing

Source: SIF Foundation ‐ Report on US Sustainable, Responsible and Impact Investing Trends 2018

• $12 trillion US‐domiciled 
assets under management 
in 2018

• 26% of the $46.6 trillion 
total US assets under 
professional management

• 38% increase from 2016
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ESG Activity in the US

7Source: SIF Foundation ‐ Report on US Sustainable, Responsible and Impact Investing Trends 2018

Allocation of ESG Incorporation 
across Types of US Investors

8
Source: SIF Foundation ‐ Report on US Sustainable, Responsible and Impact Investing Trends 2018
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Allocation of ESG Incorporation 
across Types of Investment Vehicles

9
Source: SIF Foundation ‐ Report on US Sustainable, Responsible and Impact Investing Trends 2018

$2,608

Allocation of ESG Incorporation 
across Types of Investment Vehicles

10
Source: SIF Foundation ‐ Report on US Sustainable, Responsible and Impact Investing Trends 2018
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Millennials (23-38 years old)

Generation Z: Born 1997 ‐ 2012
Millennials:  Born 1981 ‐ 1996
Generation X:  Born 1965 ‐ 1980
Baby Boomers:  Born 1946 ‐ 1964
Silent:  Born 1928 ‐ 1945

11
Source: http://www.morganstanley.com/pub/content/dam/msdotcom/ideas/sustainable‐signals/pdf/Sustainable_Signals_Whitepaper.pdf 

ESG - Mutual Funds

12

Cumulative:
235 mutual funds 
AUM = $100 bln

ESG > Universe

ESG < Universe

~50% of ESG 
funds are really 
practicing what 
they “preach”.
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ESG - Ratings
• MSCI (ESG)

• THOMSON REUTERS (ASSET 4)

• FTSE

• SUSTAINALYTICS

• DOW JONES (DJSI)

• BLOOMBERG (ESG)

• CORPORATE KNIGHTS

• ISS

• REPRISK

• …

13Source: Wall Street Journal
https://www.wsj.com/articles/why‐its‐so‐hard‐to‐be‐an‐ethical‐investor‐1535799601

~30% correlation ~90% correlation

ESG - Data

14

Provider Overview Scale Methodology Usage

MSCI ESG Rates 6,000 companies and 
350,000 securities

AAA to CCC 37 ESG indicators iShares ETFs,
institutional investors 

Thomson 
Reuters

Data on 6,000 companies A+ to D and percentile ranks 400 ESG metrics Thomson Reuters Eikon
platform

Sustainalytics Reviews 6,500 companies 100‐point scale 70 ESG indicators Morningstar, 
institutional investors 

DJSI Global index 100‐point scale Industry questionnaires 
with 80‐120 questions

Top 10 companies in 
DJSI

Bloomberg ESG data for 9,000 companies 100‐point scale 120 ESG indicators 12,200 ESG customers

Corporate 
Knights

Annual index of Global 100 100‐point scale 14 key performance 
indicators

press release by 40% of 
“Global 100” firms

ISS ESG and SRI research 10‐point Overall Quality scale 
and 5‐point Climetrics score

Various SRI topics leading proxy advisor

RepRisk ESG reports for 84,000 
companies

AAA to D 28 ESG indicators partner with UN‐PRI

Source: Darden case study “JUST Capital” based on Bloomberg, Corporate Knghts, DowJones, ISS, MSCI, RepRisk, Sustainalytics and Thomson Reuters
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ESG ETFs - Top Holdings

15
Source: FactSet (1/23/2019)

ETF #1: DSI
iShares MSCI KLD 400 

Social ETF

ETF #2: JUST
Goldman Sachs JUST U. S.  

Large Cap Equity ETF

Benchmark: 
Russell 1000

ESG ETFs - Performance

ETF #1: JUST (Goldman Sachs JUST U. S.  Large Cap Equity ETF)

ETF #2: DSI (iShares MSCI KLD 400 Social ETF)

16

Benchmark #1: Russell 1,000

Benchmark #2: S&P 500

Source: Yahoo Finance! (1/23/2019)
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Average Return CAPM Alpha Fama French Alpha Carhart Alpha 

Crisis Non‐Crisis 

Alpha of SRI funds vs. matched conventional funds, 2000-2012 

Source: Table 4 (B) in Nofsinger and Varma (2014)

ESG Funds - Risk

ESG Disclosure

Mandated by SEC
• Requires companies to report 
“material” information annually 
and updated quarterly. 

• If a reasonable investor knew 
about it, would it make a 
difference? If so, it's material.

• Disclosures is vague boilerplate 
language

Voluntary???
• 75% of the topics in SASB 
standards are already 
acknowledged in mandatory 
filings. 

• Provides framework to 
determine materiality and 
metrics to disclose

18
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Exchanges Requiring ESG 
Data Disclosure

• BOLSA MEXICANA DE VALORES 

• BORSA ISTANBUL 

• BURSA MALAYSIA

• DEUTSCHE BÖRSE AG

• THE JOHANNESBURG STOCK EXCHANGE 

• THE LONDON STOCK EXCHANGE 

• THE SÃO PAULO STOCK EXCHANGE

• THE SHANGHAI STOCK EXCHANGE

• THE SINGAPORE EXCHANGE

• STOCK EXCHANGE OF HONG KONG

• STOCK EXCHANGE OF THAILAND

• TORONTO STOCK EXCHANGE
19

Take-a-ways

1. It’s inclusive of many different assets, investment vehicles and 
investors

2. Percentage of US assets has grown but still lags regions except Asia

3. It’s a movement with momentum but is it sustainable?

4. After‐fee performance over time is still a question

5. The link between outcomes and metrics is not always clear 
especially in public equities.

20
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I.
I N T R O :  

W H AT  I S  E S G ?

R E S E AR C H :  

E S G  AN D  
I N S T I T U T I O N AL  
I N V E S T O R S  AR O U N D  
T H E  G L O B E ?

C AS E  S T U D Y:

J U S T  C AP I TA L

Perspectives on ESG Investing – Webinar Outline:

II. III.

EUROPEAN UNION – SUSTAINABLE FINANCE

https://ec.europa.eu/info/publications/sustainable‐finance‐technical‐expert‐group_en
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WHY GLOBAL RESEARCH?

INSTITUTIONAL   INVESTORS  =  THE  FORCE  BEHIND GLOBALIZATION

Source: OECD Institutional Investors Database, SWF Institute, IMF, Preqin, 
BlackRock, McKinsey Global Institute

Institutional Investor Holdings = $28 Trillion in 
Public Equities [2011]
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WHY LOOK AT INSTITUTIONAL INVESTORS? DIFFERENCES IN 
OWNERSHIP STRUCTURE

Average Share Ownership(100 largest listed companies, end‐of‐2017)

Source: Table 4 ‐ OECD Equity Markets Review ASIA 2018
(based on data from FactSet Ownership)

SPEC IAL   ROLE  OF   FORE IGN INST I TUT IONAL   INVESTORS   (OUST IDE   THE  U . S . ) ?

Source: Table 4 ‐ OECD Equity Markets Review ASIA 2018
(based on data from FactSet Ownership)

Average Share Ownership(100 largest listed companies, end‐of‐2017)
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MEASURING THE MULTI‐POLAR WORLD: INSTITUTIONAL 
EQUITY OWNERSHIP (FACTSET)

MEASURING THE MULTI‐POLAR WORLD: INSTITUTIONAL 
EQUITY OWNERSHIP (FACTSET)
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GLOBAL RESEARCH ON “G”?

[* MY WORK WITH CO‐AUTHORS*] 
Globalization of a firm’s shareholder base can be a 
positive force on Governance (G)!  
Rise of Foreign Institutional Ownership (Foreign IO) on 
average leads to:

‐> Performance: Increased shareholder pressure to 
perform (JFE, 2008)
‐> M&As: Increased likelihood of cross‐border 
takeovers (RFS, 2010)
‐> Governance: Adoption of more shareholder‐
centric (US‐style) practices (JFE, 2011)
‐> CEO Pay: Convergence to international/US 
executive compensation practices (RFS, 2013)
‐> LT Investing: Can sustain long‐term investing (JFE, 
2017)

1999: 2011:

THE WORLD IS MORE MULTI‐POLAR ! … WILL EUROPE MATTER 
FOR E & S (INSTEAD OF U.S. FOR G) ?
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GLOBAL RESEARCH ON “E” & “S”? 

[* OTHER RESEARCHERS & WORK IN PROGRESS *] 
Can changes in firms’ shareholder base have impact on 
Environmental (E) & Social (S) performance!  

‐> P1: Dyck, Lins, Roth & Wagner “Do Institutional 
Investors Drive Corporate Social Responsibility? 
International Evidence” 
(JFE, FORTH.)
‐> P2: Krüger, Sautner & Starks “The Importance of 
Climate Risk for Institutional Investors”
(RFS, COND. ACCEPT)
‐> P3: Dimson, Karakaş & Li “Coordinated 
Engagements”(2018, PRI AWARD)
‐> work in progress

3,277 non‐US publicly‐listed firms, 41 countries, 2004‐2013

E&S scores: Thompson Reuters equally‐weighted vs. ASSET 4 scores (also Sustainalytics, Bloomberg)

E S G

• P1: Dyck, Lins, Roth & Wagner “Do Institutional Investors Drive Corporate Social Responsibility? International Evidence” 
(JFE, forth.)

E S
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3,277 non‐US publicly‐listed firms, 41 countries, 2004‐2013

E&S scores: Thompson Reuters equally‐weighted vs. ASSET 4 scores (also Sustainalytics, Bloomberg)

Institutional ownership (FactSet Ownership/Lionshares)

• P1: Dyck, Lins, Roth & Wagner “Do Institutional Investors Drive Corporate Social Responsibility? International Evidence” 
(JFE, forth.)

IO

• P1: Dyck, Lins, Roth & Wagner “Do Institutional Investors Drive Corporate Social Responsibility? International Evidence” 
(JFE, forth.)

E S IO

putting it all together … issue: could it spurious relation between these upward trends? … clears the academic bar 
of CAUSALITY! (changes on changes, IV, quasi‐natural experiments)

‐ Origin of foreign investors matters! 

‐ UN‐PRI signatory institutions

‐ US Investors: no impact on E performance 

-> basically, Europeans!

-> fiduciary duty?
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• P2: Krüger, Sautner & Starks: “The Importance of Climate Risk for Institutional Investors” (RFS, conditionally 
accepted.)

Survey of a 439 institutional investors (global, 1/3 executive‐level, 48 with >$100bln AUM)

Elicit these investors’ views and actions related to climate risks 

Position (N=428) Percentage

Fund/Portfolio manager 21%

Executive/Managing director 18%

Investment analyst/strategist 16%

CIO 11%

CEO 10%

CFO/COO/Chairman/Other executive 10%

ESG/RI specialist 10%

Other 2%

Institutional investor type (N=439) Percentage

Asset manager 23%

Bank 22%

Pension fund 17%

Insurance company 15%

Mutual fund 8%

Other institution 15%

Assets under management (N=430) Percentage

Less than $1bn 19%

Between $1bn and $20bn 32%

Between $20bn and $50bn 23%

Between $50bn and $100bn 16%

More than $100bn 11%

Investor horizon (N=432) Percentage

Short (less than 6 months) 5%

Medium (6 months to 2 years) 38%

Long (2 years to 5 years) 38%

Very long (more than 5 years) 18%

• 36% Continental 
Europe + 17% UK

• 32% US

• 25% Rest of World

• P2: Krüger, Sautner & Starks: “The Importance of Climate Risk for Institutional Investors” (RFS, conditionally 
accepted.)

40% expect a rise that exceeds the 
Paris target ! … interesting: both 
European and North American!

Q1: Role of climate risks in investment decisions?
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• P2: Krüger, Sautner & Starks: “The Importance of Climate Risk for Institutional Investors” (RFS, conditionally 
accepted.)

Q2: Climate‐risk management?

• Industry has taken first steps 
towards managing climate 
risks but: two most basic 
approaches taken by <40%

• Divestment least frequently 
used approach 

• P2: Krüger, Sautner & Starks: “The Importance of Climate Risk for Institutional Investors” (RFS, conditionally 
accepted.)

Q3: Shareholder engagement related to climate risks?

• Some engagement



1/25/2019

20



1/25/2019

21

• Global E & S engagements: 31 PRI‐coordinated projects (2007‐2017, 964 listed firms, 224 investors)
• Benefits: pooling of resources, risk sharing
• Costs: “concert party”

• Main Findings:
• Success? Local lead & foreign supporting, influential (large AUM, holdings)
• Impact? Higher returns, lower vol, …

• P3: Dimson, Karakaş & Li: “Coordinated Engagements” (Working paper, PRI Award)

work in progress with Rajna Gibson, Philipp Krüger and Tom Steffen (University of Geneva)
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‐> More European signatories reporting 
‐> European relatively more “asset owners” (pension funds, insurance, etc.) while 
North American: more “investment managers” … pattern even more true if consider 
$ AUM.

[* work in progress *]

‐> again, research focus on listed equities (“streetlight effect”)!

[* work in progress *]
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[* work in progress *]

Pre‐Investment

‐ Negative screening

‐ Positive screening

Post‐Investment

‐ Engagement

Divestment

ESG/RI strategies in the lifetime of an investment:

[* work in progress *]
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[* work in progress *]

ESG incorporation strategy

Integration
• Qualitative
• Quantitative
• Engagement

Negative screening
• Ethical investing
• Low‐carbon 

strategies
• Country 

exclusions
• …

Positive screening
• Green bonds
• Social bonds
• Impact Investing
• …

Thematic

‐ European/North American differences are true for: i) both for asset owners and 
investment managers; ii) across signatory years and iii) across $ AUM bins.

‐ European also deploy more number of strategies

Respondents: 
~ 80% of AUM

[* work in progress *]
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ANY OTHER (NON‐INSTITUTIONAL) PLAYERS?

Average Share Ownership(100 largest listed companies, end‐of‐2017)

Source: Table 4 ‐ OECD Equity Markets Review ASIA 2018
(based on data from FactSet Ownership)
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OTHER PLAYERS? “Leviathan Inc. and Corporate Environmental Engagement”
By Hsu, Liang and Matos (2018) 

OTHER PLAYERS? “Leviathan Inc. and Corporate Environmental Engagement”
By Hsu, Liang and Matos (2018) 

► This study:

• International data on state control and ownership (BvD ORBIS - manual 

corrections!) & Environmental Engagement ASSET4 (also MSCI, 

Sustainalytics) 

• Sample period: 2004-2014

• 45 countries

► Main Findings: 

• SOEs tend to have higher engagement in environmental issues

(particularly after shocks: Copenhagen, Fukushima, temperatures 

and government changes to left)

– We do not find such a pattern for other blockholding types

– The role of SOEs on environmental engagement is more 

pronounced in 

• Countries lacking long-term capital & energy stability

• Firms in polluting sectors & with local operations

• Policy implications: there is a role of “Leviathan Inc.” in dealing with 

externalities in the economy!
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• Policy‐making should be evidence‐based! Support academic research .

“It is a capital mistake to theorize before one has data. 
Insensibly one begins to twist facts to suit theories, instead 

of theories to suit facts.”

The Adventures of Sherlock Holmes

“A Scandal in Bohemia”

CONCLUSIONS

I.
I N T R O :  

W H AT  I S  E S G ?

R E S E AR C H :  

E S G  AN D  
I N S T I T U T I O N AL  
I N V E S T O R S  AR O U N D  
T H E  G L O B E ?

C AS E  S T U D Y:

J U S T  C AP I TA L

Perspectives on ESG Investing – Webinar Outline:

II. III.
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http://store.darden.virginia.edu/

https://justcapital.com/
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The Creation of JUST Capital

Source: https://justcapital.com/about/

The JUST 100: “America’s Most 
JUST Companies”
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The JUST 100: “America’s Most 
JUST Companies”

The JUST 100: “America’s Most 
JUST Companies”
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Example of Driver: Workers

Desired Outcomes
• Good benefits (3 metrics, 4 data)

• Living wage (1 metric, 1 data)

• Safe workplace (4 metrics, 7 data)

• No pay discrimination (1 metric, 1 data)

• Fair wage for industry and level (3 data, 3 
metrics)

• Equal opportunity policies (3 metrics, 5 data)

• Promote work‐life balance (2 metrics, 3 data)

• Provide career training and development 
opportunities (2 metrics, 3 data)

• Responsive and transparent workplace (1
metric, 2 data)

Data

• Government data

• Company filings

• Public documents

• Crowdsourcing

• Private data providers

61Source: https://s3.amazonaws.com/com‐justcapital‐web‐v2/pdf/JUSTCapital_2018Methodology.pdf p. 58‐65

Just Capital wants Companies to care about Workers

Example of Component:

62Source: https://s3.amazonaws.com/com‐justcapital‐web‐v2/pdf/JUSTCapital_2018Methodology.pdf p. 58‐65

Work‐Life 
Balance

Flexible 
working 
Hours

Crowd 
sourced 
work‐life 
balance

Provides Day Care Services (Y/N)
(Assessment of Statements)

Flexible Working Hours (Y/N) 
(Assessment of Statements)

Work‐Life Balance Rating  (0‐5) 
(Crowdsourced Data)

Outcome DataMetric
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The Investment Case for the 
JUST 100

Backtesting (Nov 2007‐2017): Live‐testing (Nov 2016+): 

The Investment Case for the 
JUST 100
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The Next Phase = ETF?

The Next Phase = ETF?
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The Next Phase = ETF?

JUST Capital - Epilogue
June 13, 2018:

Goldman Sachs 
JUST U.S. Large 
Cap Equity ETF 
(NYSE: JUST)

$251M in AUM
(most successful 
ESG ETF, top 10 
equity ETF 
launch)
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Poll: What is the AUM of the JUST 
ETF as of of today (1/24/2019)?

A. < $100 million

B. $100 million ‐ $250 million

C. $250 million ‐ $500 million

D. $500 million ‐ $1 billion

E. > $1 billion

JUST Capital - Epilogue
Jan 24, 
2019:

https://www.gsam.com/content/gsam/us/en/advisors/fund‐center/etf‐
fund‐finder/goldman‐sachs‐just‐u‐s‐‐large‐cap‐equity‐etf.html

https://justcapital.com/reports/
2018‐the‐year‐in‐review/
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JUST Capital - Epilogue

ETF #1: JUST (Goldman Sachs JUST U. S.  Large Cap Equity ETF)

ETF #2: DSI (iShares MSCI KLD 400 Social ETF)

71

Benchmark #1: Russell 1,000

Benchmark #2: S&P 500

Source: Yahoo Finance! (1/23/2019)

JUST Capital - Epilogue
Jan 24, 
2019:
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JUST Capital - Epilogue
Jan 24, 
2019:

JUST Capital - Epilogue
Jan 24, 
2019:
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In the classroom …

Student Case Competitions …
http://sustainableinvestingchallenge.org/about/
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At IBiS …
https://www.darden.virginia.edu/ibis/
https://blogs.darden.virginia.edu/ibis/

At the Mayo Center …
https://www.darden.virginia.edu/faculty‐research/seminars‐conferences/academic‐practitioner‐symposium/
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At the Mayo Center …
http://www.darden.virginia.edu/mayo‐center/content/videos/

Thank you!


