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Early History of Socially Responsive Investing (SRI) 
Dates back to mid-1700 Quakers who prohibited dealing with slave trade companies

Late 1700’s Methodists focused on the impact of tanning and chemicals to neighbors
Expanded over the years to avoiding sin stock companies like alcohol, tobacco & firearms

1



Early History of Socially Responsive Investing(SRI) 
Political activism of 1960’s drove broader general interest in SRI 

SRI was almost always about 
“Avoidance Criteria”

Almost 400 Mutual Funds by 1980’s
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SRI Industry Growth 1

________________
1. Source: Report on Socially Responsible Investing Trends in the United States (2010 Edition), Social Investment Forum Foundation.

 SRI Assets Grew 13% Since 2007, despite financial 
crisis and market downturn 

 Over the past 15 years, professionally managed 
assets following SRI strategies grew more than 
380% from $639 Billion in 1995 to $3.07 trillion in 
the beginning of 2010.

Slower Growth in Assets Overall15 Years of Rapid Growth in SRI Assets

 In comparison, the overall universe of professionally 
managed assets grew at less than 1% since 2007.

 Over the past 15 years, the broader universe of 
professionally managed assets grew 260% from $7 
trillion in 1995 to $25.2 trillion in the beginning of 
2010.
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Avoidance Criteria Implications 
Must first state your objectives relative to your groups mission which might include:

• Gambling
• Alcohol
• Tobacco
• Firearms / Weapons of Mass Destruction
• Environmental
• Social Justice
• Corporate Governance
• Human Rights
• Animal Testing
• Religious Criteria (Right to Life, Abortion, Contraception, Pornography, Banking)

Must establish approach to determine thresholds, guidelines and compliance:

• Percent of Revenue (0% to 20%?) / Not Percent of Profits
• Research provided by investment manager? Provided by outside service?
• Determine impact versus an unconstrained portfolio

• More than 10%? 20%? 30%? of stocks eliminated?  How do you replace them? Not using 
managers full expertise?

• Determine impact to the overall fund – tendency to become smaller & growthier
• Who will monitor compliance?
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What is the Cost of SRI? 
Hong and Kacperczyk (2007) note that sin stocks have higher expected returns than otherwise 

comparable stocks, consistent with them being neglected by norm-constrained investors and 
facing greater litigation risk.

Fabozzi, Ma, and Oliphant (2007) find that a portfolio of sin stocks outperforms common 
benchmarks both in terms of magnitude and frequency. 

Source: http://mba.tuck.dartmouth.edu/pages/faculty/ken.french/data_library.html

Market Sin Index
Return 9.63% 12.63%

Std Dev 20.50% 24.42%
* 1927 to 2008
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SRI takes a Turn
 2005 United Nations Secretary General Invites 20 Institutional Investors from 12 Countries

 The “Investor Group” is supported by a 70 person multi-stakeholder team from the investment 
industry

1. “The Principles” were created and reflect the view that Environmental, Social and Governance 
(ESG) can impact companies and therefore investment portfolios

2. We will incorporate ESG issues into investment analysis and decision making
3. We will be active owners and incorporate ESG into our ownership policies and practices
4. We will seek disclosure on ESG issues by the entities in which we invest
5. We will promote acceptance and implementation of the principles within the industry
6. We will work to enhance our effectiveness in implementing the Principles
7. We will each report on our activities and progress towards implementing the Principles
• http://www.unpri.org/principles/

 A proactive approach towards SRI / Socially Responsible Companies should produce higher 
returns over time
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SRI Industry Growth

 High Net Worth Individuals
 Religious Citizens
 Health Professionals
 Educators
 Concerned Citizens

Individuals

 Foundations 
 Faith based Institutions
 Hospitals
 University Endowments
 Pensions Plans
 Non-Profit Organizations

Institutions

 Now mainstream with substantial Growth 
– Since 2005, the total ESG assets in institutional investment portfolios increased by 36% in 2010, from $1.49 trillion 

to $2.03 trillion.1

• $858.8 billion is controlled by institutions that file or co-file shareholder resolutions on ESG issues. 
• $586.2 billion was identified as involved in multiple strategies of ESG incorporation, shareholder advocacy or 

community investing. 
– As of 2010, there 232 separate account portfolios with $122.4 billion in assets incorporating ESG. 1

– According to a SIF survey, client demand is the most cited reason for incorporating ESG factors into investments. 2

1. Source: Report on Socially Responsible Investing Trends in the United States (2010 Edition), Social Investment Forum Foundation.
2. Source: Among the sub-set of 107 managers surveyed in the Report on Socially Responsible Investing Trends in the United States (2010 Edition), Social Investment Forum Foundation, 85% managing more than 
$530 billion reported client demand as a reason for using ESG criteria. 
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Workplace Issues and Bottom Line Impact

Human 
Rights

Labor 
Relations

Employee
Health & 

Safety
Diversity

Gender
Equity

SRI Research Results

May Result in

 Lower Turnover and Absenteeism
 Higher Productivity
 Attracting and Retaining Talent
 Lower Risk & Business Interruption
 Supply Chain Efficiency
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Community and Bottom Line Impact

Employee
Volunteer Programs

Charitable 
Giving

Community
Outreach

SRI Research Results

May Result in

 “Right to Operate”
 Heightened Product Visibility
 Customer Loyalty
 Improved Corporate Image
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Resource
Conservation

Waste
Reduction

Green
Products

Environment and Bottom Line Impact

Environmental
Management

SRI Research Results

May Result in

 More efficient use of resources & reduced costs
 Minimize Penalties, Liabilities and Contingencies
 Product Innovation & Competiveness
 Access to Services and Markets
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Corporate Governance Issues and Bottom Line Impact

Board
Diversity

Executive
Compensation

Board
Independence

SRI Research Results

May Result in

 Management aligned with shareholder interest
 Improved Oversight, Transparency
 Enhanced Disclosure 
 Increased Accountability
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Sustainability Benefits & Impact
• Identify “Best in Class” companies with a record of success
• Enhanced disclosure: What gets measured gets managed
• Industry leaders create sustainable competitive advantages 
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Sustainability Benefits & Impact
Sustainable Supply Chain Benefits & Impact

 Adhere to Universal 
Regulatory and 
Compliance Standards

 Codes of Conduct
 Avoid lawsuits & 

penalties

Management Quality
 What gets measured gets managed
 Position to benefit from potential regulatory 

changes

Reliability
 Improve working conditions & productivity
 Secure supply of materials & avoid supply 

chain disruption

Integrity
 Improve product quality, safety & innovation
 Implement health & safety standards & avoid 

product recalls

Efficiency
 Improve sustainability performance
 Reduce energy costs

Competitive Advantages

6.

Meet Regulatory & 
Compliance Standards

 Meet consumer demand
 Enhance brand value

Market Share

Disclosure & Transparency
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Why SRI in Your Portfolio?
 Alignment of long term planning with long term investment approaches

 Aiming for consistent returns that can build toward a more secure future

 Investing in companies that enable a cleaner, greener, sustainable future

 Thoughtful managements in how they treat capital, employees and communities

 Diversification of investment management styles

 Meeting client demand
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Looking Ahead

 Increase in innovative “sustainable” products targeting unmet needs

 Emergence of standardized framework for disclosure 

 Increase in multi-stakeholder engagement initiatives

 Increase in shareholder advocacy on social & environmental issues

 Increase in supply chain analysis & research

 Growing pension fund involvement

 Growing awareness of fiduciary duty

 Growth in community investing & PRI vehicles

SRI Trends
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Credibility and Commitment
Considerations for Evaluating SRI strategies for participants

 Diversification of investment management styles

 Wide range of choices among SRI Funds – can meet varied needs

 Comfort level with philosophy, process, transparency, manager, track record

 Better matching of Risk tolerance and time horizon
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