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Weighing all of the important considerations to fulfill your 
client’s investment goals can be hard enough, so why 
add another dimension of sustainability to all of the other 
investment criteria? It is easy to spend too much time in 
conversations with your clients that focus only on fees or 
returns over a limited timeframe and not on the big picture 
of your clients’ goals and how you can help get them there. 
Paying attention to environmental, social, and governance 
factors (ESG) data can be an important way you can 
control a client’s financial risk and potentially improve their 
outcome. It is also a great way to connect with your clients 
and have conversations that move beyond just numbers. 
Uncovering what really matters to your clients can lead to 
longer and stronger relationships with them. This article will 
examine some common myths on sustainable investing, 
as well as some specific examples of how to incorporate it 
into your practice.

Myth #1: Niche with Limited Choices
Investors interested in sustainable investments are 
no longer a small niche. The demand for sustainable, 
responsible, and impact investing is growing. The US 
SIF 2016 Trends Report found that ESG factors are now 
considered across $8.72 trillion of investments. That’s more 
than one in every five dollars of professionally managed 
assets in the United States. Sustainable investment assets 
had an increase of 1,265% from 1995 to 2016. Moreover, 
responsibly invested assets grew by 33% between 2014 
and 2016 alone.1 The institutional investors that practice 

sustainable investing include some of the world’s largest, 
like the Government Pension Invest Fund (GPIF) of Japan, 
which has over ¥162,672 billion in total assets.2
 

Sustainable investing options for retail investors have also 
grown significantly. At the end of 2017, there were at least 
267 sustainable index mutual funds and ETFs worldwide.3 

This doesn’t even include all of the sustainable separately 
managed accounts (SMAs). Even subcategories of 
sustainable investing, such as gender lens investments, 
have exploded over the last few decades. The first gender 
lens investments emerged in 1993 with the inception of 
the FEMMX Women’s Index Fund, and today there are 
over 22 total strategies with a sharp increase over the 
last 5 years. For example, Pax Ellevate Global Women’s 
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Leadership Fund (PXWEX) invests in the highest rated 
global companies when it comes to advancing women’s 
leadership. It’s the first broadly diversified mutual fund that 
invests in companies that are highly-rated for advancing 
women through gender diversity in executive management 
on their boards.4 Nia Global Solutions Equity Portfolio, lead 
by Kristin Hull, is an actively managed portfolio of 45-
50 innovative companies. The business plans of these 
companies are all tied to profiting from purpose. All Nia 
portfolio holdings include women in executive leadership 
and are producing a product or service that beneficial to 
women and girls, as well as being committed to financial 
success in additional achieving positive social and 
environmental outcomes.5 EQIS Capital Management 
created a Women CEO Focus portfolio in 2015 that 
consists of companies with female CEOs.

Myth #2: My Clients Aren’t Interested
The truth is that even though there is interest in SRI 
among investors, there is little interest among advisors. 
Few advisors are proactively having this conversation with 
clients and they are waiting for clients to ask. A study by the 
Calvert Foundation found that even though 88 percent of 
people say they are interested in impact investing, they are 

not following through. In fact, the primary reason individuals 
are not aligning their investments is that these individuals’ 
financial advisors had never mentioned impact assets as 
an option.6 Over 60% of advisors have little or no interest 
in sustainable investing even though over 70% of clients 
are interested in it (Exhibit 1). This disconnect between the 
majority of clients interested in sustainable investing and 
the small percentage of advisors who are highly interested 
in the topic is a huge opportunity to engage your clients 
and differentiate yourself.

SRI investing is very important to your clients’ heirs. 
Women and millennials are the two demographics who 
are most interested in sustainable investing, and they are 
not having their needs met. A $30 trillion transfer of wealth 
from Baby Boomers to their heirs will be occurring in the 
coming decades and financial advisers would be wise to 
educate themselves on the value Millennials and women 
place on SRI. Additionally, women are expected to hold 
two-thirds of all private wealth by 2020.7 The majority 
of children and widows fire their parents’ or husband’s 
financial advisor after they die.8 By adding sustainable 
investing to your practice, you dramatically increase the 
chance of connecting with the heirs of your current clients 

and retaining them as a client for the long run. Besides 
client and asset retention, offering sustainable investing as 
part of your practice can also help up you find new clients.

Myth #3: Sustainable Investments Don’t 
Perform as Well
The myth that sustainable investing forces clients to 
give up financial return has been proven to be false. 
We now have data dating back to the 1970s on the 
relationship between sustainability and corporate financial 
performance. At the beginning of 2010, researchers at 
Harvard Business School and London Business School 
found more sustainable firms significantly outperformed 

their counterparts in terms of long-term stock performance 
and accounting performance. The study, “The Impact of a 
Corporate Culture of Sustainability on Corporate Behavior 
and Performance” compared “High Sustainability” firms and 
“Low Sustainability” over 18 years.9 Additionally, a meta-
study of more than 2,000 empirical studies and several 
review studies found that “roughly 90% of studies find a 
non-negative ESG-CFP relationship. More importantly, 
the large majority of studies report positive findings. We 
highlight that the positive ESG impact on CFP appears 
stable over time.”

Myth #4: Environmental, Social, and 
Governance Data is Not Financial Material
There are some investors who want to invest with their 
values, regardless of what the financial performance is. If 
you have a client with strong Christian values or a client 
whose father died from lung cancer, they might want a 
portfolio that doesn’t have certain securities in it no matter 
what the effect on returns. However, the vast majority of 
clients care about performance as well as impact. Some 
advisors don’t think of ESG information as an important part 
of their financial analysis, but this data can help uncover 

many potential risks to a portfolio. For environmental data, 
think of the BP Deepwater Horizon oil spill. BP has spent 
over $60 billion in penalties, court fees and clean up costs 
- which has had an impact on their financial bottom line.10 

For an example of social data, we need to look no further 
than Enron. Their stock fell from more than $80 a share at 
the beginning of 2001 to less than $10 by mid-November. 

Besides risk, there is also more potential upside examining 
this data. Despite women making up 51 percent of the 
population, they still are not anywhere near being equally 
represented in corporate leadership. Research shows 
that companies with women in leadership positions 
often perform better financially. One study of Fortune 
500 companies showed that those with the highest 
representation of women board directors attained 
significantly higher financial performance, specifically with 
return on equity, return on sales, and return on invested 
capital.11 A Credit Suisse study found that companies with 
more women in decision-making positions generate greater 
profits and stronger market returns.12 In fact, California 
recently passed a law that will require public companies 
with a headquarters in the state to have at least one female 
director by the end of next year with an increasing number 
by 2021.13 In fact, there are fewer women than men named 
James among CEOs of Fortune 500 companies. In fact, 
there are fewer women than men named James among 
CEOs of Fortune 500 companies.14 If you have clients 
that want to give their financial support to companies with 
female CEOs, EQIS has the Women CEO Focus portfolio. 

SRI in Your Practice
Many people think of socially responsible investing (SRI) as 
the first generation of impact investing - where you aren’t 
investing in the “bad guys” and identify certain areas that 
are removed with a negative screen. At first, it carried the 
premise that responsible investors should be willing to 
accept lower returns and that there was a tradeoff between 
returns and impact. Of course, with packaged products 
like mutual funds you can’t pick and choose what you are 
invested in. One of the benefits of investing in SMAs is the 
ability to see every individual security that your clients are 
invested in and the ability to exclude individual companies, 
industries, and sectors. At EQIS, you can easily exclude 
alcohol, firearms, gambling, genocide, military weapons, 
nuclear power, tobacco or factory farming.
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More recently this type of investing has expanded 
and mainstream practices now assert that one should 
affirmatively select “good guys.” Good actors are known 
for following best practices in ESG policies. For example, 
HIP Investor has been a leader in sustainable investing 
for the last 11 years. They have a Rating system that 
looks at various investments, from stocks to municipal 
bonds, and rates them on their net impact based on core 
Environmental, Social & Governance practices measured 
through a systemic analysis of more than 30 criteria. HIP 
Ratings are an indicator of future risk and return potential. 
It was formed based on Maslow’s Hierarchy of needs with 
the underlying pillars of health, wealth, earth, equality and 
trust. For example, one of the metrics that they look at 
for their ratings is CEO Pay. Their analysis has found that 
companies which pay a CEO out of line with their peers 
may be a drag on shareholder value. The 10 companies 
with the most overpaid CEOs underperformed the S&P 
500 Index by 10.5 percentage points in the past 2 years, 
while the total shareholder return of these companies, 
which includes stock price gains and losses and reinvested 
dividend, declined by 5.7%.15

Of course, many investment strategies involve a 
combination of both a negative screen and an affirmative 
selection. Another one of our money manager sub-
advisors, Green Alpha, believes that the leading way to 
generate portfolio returns is by avoiding companies that 
contribute to resource scarcity and global warming and to 
investing in companies that offer innovative sustainability 
solutions. Instead of investing in today’s “legacy economy”, 
and investing in companies that have fueled their growth 
through extractive consumption, their focus is on the 
“Next Economy.” Their “Next Economy” investment model 
is based on the thesis that economy of the future is 
one based on renewable energy, zero waste, long-term 
resource management, efficiency gains, and effective 
innovation.

Horizon Investment Services has a strategy for clients 
who want to invest in line with their Christian Values. This 
Enhanced Christian Values Strategy starts with a negative 
screen based on the MSCI USA Catholic Index. It excludes 
companies involved in the production of alcohol, tobacco, 

adult entertainment, as well as companies that are not in 
accordance with the United States Conference of Catholic 
Bishops’ Socially Responsible Guidelines. After this 
screening, Horizon performs their quantitative analysis and 
applies their proprietary investment overlay to determine 
what the best stocks in that universe are from an investment 
perspective - looking at financial strength, value, quality, 
momentum, earnings estimates, and performance.

Conclusion
No matter the terminology you or your clients prefer - ESG, 
SRI or sustainable investing - what is important to know 
about this type of investing isn’t tied to one particular 
ethos. Your clients might care about doing a negative 
screen for one particular social screen or to investing in 
companies with a positive social or environmental impact 
or in accordance with their religious beliefs. Sustainable 
investing is here to stay, and the number of retails clients 
who are investing this way and asking to invest this 
way is growing every year. Women and Millennials are 
very interested in this type of investing, so make sure to 
have these conversations with both existing clients and 
prospects. Do not wait until one of your clients passes away 
to start this conversation with their heirs. By discussing 
what matters most to your clients, you show them that you 
are relating to their mindsets. This enables you to develop 
a ‘sticky’ relationship with them that goes beyond just 
fees and returns. These deep relationships will have your 
clients, and then their heirs, relying on you for advice for 
many years to come.

For more information about EQIS and our Socially 
Responsible Investments, contact Megan Morrice, 
Internal Business Consultant at 800-949-9936 ext. 
793 or megan.morrice@EQIS.com.

1.800.949.9936    www.EQIS.com
The Information provided herein is EQIS’s point of view and should 
not be relied on as investment advice.
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