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Reflections on Sustainable,
Responsible and Impact
nvesting in 2018

Sustainable and impact investing in the United States continues to grow and to make a difference. Investors
now consider environmental, social and governance (ESG) factors across $12 trillion of professionally
managed assets, a 38 percent increase since 2016.

Asset management firms and institutional investors are addressing a diverse set of environmental, social and
governance concerns across a broader span of assets than in 2016. Many of these money managers and
institutions, concerned about racial and gender discrimination, gun violence and the federal government’s
rollbacks of environmental protections, are using portfolio selection and shareowner engagement to address
these important issues.

Meanwhile, a number of surveys show that individual investors, too, are interested in investing for positive
impact. Financial advisors are also becoming aware of the need and opportunity to offer sustainable
investment options to clients. Innovation and technology advancements, such as targeted investment
products, robo-advisors, and big data and artificial intelligence, have driven further interest and growth in
sustainable and impact investing.

We at US SIF are heartened by these developments, and encourage investment professionals to continue
learning about sustainable, responsible and impact investing and to aim for best practice. US SIF’s research
and resources, including our Roadmap Series for advisors, asset managers and asset owners, and our online
and live courses on the Fundamentals of Sustainable and Impact Investment, can assist in these efforts.

We are pleased to partner with the College for Financial Planning in its launch this year of a Certified SRl
Counselor designation.

The Report on US Sustainable, Responsible and Impact Investing Trends 2018 is a resource that provides a
wealth of information on broad trends as well as detailed data on specific investment vehicles, ESG criteria
and investor engagement strategies. | encourage you to dig into the contents of this report and use it to
advance your organization’s work and the sustainable investment field.

Please visit www.ussif.org for more information on our work.

Sincerely,
Lisa Woll, CEO

US SIF and US SIF Foundation
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Executive Summary

Sustainable, responsible and impact (SRI) investing in the United States continues
to expand at a healthy pace. The total US-domiciled assets under management
using SRI strategies grew from $8.7 trillion at the start of 2016 to $12.0 trillion at
the start of 2018, an increase of 38 percent. This represents 26 percent—or 1in 4
dollars—of the $46.6 trillion in total US assets under professional management.

Overview

Since 1995, when the US SIF
Foundation first measured the
size of the US sustainable and
responsible investment universe
at $639 billion, these assets have
increased more than 18-fold, a
compound annual growth rate of
13.6 percent. (See Figure A.)

Through surveying and research
undertaken in 2018, the US SIF
Foundation identified, as shown
in Figure B:

e $11.6 trillion in US-domiciled
assets at the beginning of
2018 whose managers apply
various environmental, social
and governance (ESG) criteria
in their investment analysis and
portfolio selection, and

e $1.8 trillion in US-domiciled
assets at the beginning of 2018
held by institutional investors
or money managers that

FIGURE A

Sustainable and Responsible Investing in the United States

1995-2018

B ESG Incorporation

Overlapping Strategies [l Shareholder Advocacy

$14,000

$12,000

$10,000

$8,000

$6,000

$4,000

Total Assets (in Billions)

SOURCE: US SIF Foundation.

filed or co-filed shareholder
resolutions on ESG issues at
publicly traded companies
from 2016 through 2018.

After eliminating double counting
for assets involved in both
strategies, the net total of SRl
assets at the beginning of 2018
was $12.0 trillion.
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FIGURE B

Sustainable and Responsible Investing Assets 2018

ESG Incorporation

Il By Money Managers on Behalf of

Individual/Retail Investors $3,032 Billion

Bl By Money Managers on Behalf of
Institutional Investors $8,601 Billion

# Overlapping Strategies
($1,401 Billion)

Filing Shareholder Resolutions

B Institutional Investors
$1,561 Billion

Money Managers
$202 Billion

ESG Incorporation

Total: $11,995 Billion

Shareholder
Resolutions

SOURCE: US SIF Foundation.

ESG Incorporation by
Money Managers

The US SIF Foundation identified
365 money managers and 1,145
community investing institutions
in 2018 incorporating ESG criteria
into their investment analysis
and decision-making processes.
The $11.6 trillion in assets under
management they represent is

a 44 percent increase over the
$8.1 trillion in ESG incorporation
assets identified among money
managers and community
investing institutions in 2016.

Of this 2018 total:

e $8.6 trillion were managed
on behalf of institutional
investors and $3.0 trillion were
managed on behalf of individual
investors, as shown in Figure B,

e $2.6 trillion—or 22 percent—

were managed through
registered investment

2 Executive Summary

companies such as mutual
funds, exchange traded funds,
variable annuities and closed-
end funds, as shown in Figure C,

$588 billion—or 5 percent—
were managed through
alternative investment vehicles,
such as private equity and
venture capital funds, hedge
funds and property funds,

$753 billion were managed
through other commingled funds,

$185 billion were managed
by community investing
institutions, and

the majority —$7.5 trillion, or

64 percent—were managed
through undisclosed investment
vehicles, described here

as “Uncategorized Money
Manager Assets,” highlighting
the limited nature of voluntary
disclosures by money managers
incorporating ESG criteria.

FIGURE C
Money Manager Assets, by Type,
Incorporating ESG Criteria 2018

Total Net Assets (in Billions)

M Registered Investment Companies
$2,608

Alternative Funds
$588

Il Other Commingled Funds
$753

B Community Investment Institutions
$185

B Uncategorized Money Manager
Assets $7,499

SOURCE: US SIF Foundation.



In terms of assets, money
managers as a whole
incorporated ESG factors fairly
evenly across environmental,
social and governance M 2018 M 2016
categories, as shown in Figure D.

FIGURE D
ESG Categories Incorporated by Money Managers 2016-2018

\
. $10,839
Social

e OQverall, in terms of the assets
affected, money managers
incorporated social factors
slightly more than environmental
and governance criteria. Social
criteria incorporation by money Environment
managers increased 39 percent
from 2016 to $10.8 trillion.

Governance

$10,144

Products

e The largest growth over the past

two years was in the product- SN QQQ QQQ 000 000 000 QQQ
specific category, at over 125 s’ s’ 0 P NS &
percent, from $2.0 trillion to
nearly $4.5 trillion. Tobacco- Total Assets (in Billions)
related restrictions saw the SOURCE: US SIF Foundation.
greatest gI’OWth of any ESG NOTE: Social category includes all community-related criteria.
criteria, increasing 432 percent
from 2016 to $2.9 trillion.
FIGURE E
Top Specific ESG Criteria for Money Managers 2018
Conflict Risk
Climate Change/ (Terrorist or Transparency and
Carbon Tobacco Repressive Regimes) Human Rights Anti-Corruption

\ll
0 g . @ ®
l O O

- — M U

$3.00 $2.89 $2.26 $2.22 $2.22

Trillion Trillion Trillion Trillion Trillion

Percent Increase in Assets Affected since 2016

110% 432% 47% 171% 206%

SOURCE: US SIF Foundation.
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e However, climate change was
the most important specific
ESG issue considered by
money managers in asset-
weighted terms; the assets
to which this criterion applies
more than doubled from 2016
to 2018 to $3.0 trillion, as
shown in Figure E.

e Conflict risk was the leading
social criterion at $2.3 trillion
assets under management, but
assets managed with human
rights criteria were next at
$2.2 trillion and experienced
much larger growth from 2016.

Transparency and anti-
corruption, also affecting
$2.2 trillion in money manager
assets, was the top specific
governance criterion, with
growth over 200 percent

from 2016.

Although not shown in
Figure E, concern among
money managers and their
clients about civilian firearms
was reflected in the fact that
$1.9 trillion in assets were
subject to restrictions on
investments in weapons,

a nearly five-fold increase
from 2016.

ESG Incorporation by
Institutional Investors

In addition to money managers,
the US SIF Foundation also
conducted research on 496
institutional investors with

$5.6 trillion in ESG assets.
Because money managers do

not disclose information about
their institutional clients, the data
received from these institutional
asset owners shows how and why
they incorporate environmental,
social and governance criteria
into their investment analysis and
portfolio selection. The group
included institutional asset owners

FIGURE F
Institutional Investor ESG Assets,
by Investor Type, 2018

M Public 54%
Insurance Companies 37%
M Education 6%
B Labor 1%
Bl Foundations 1%
Hl Other 1%

SOURCE: US SIF Foundation.

NOTE: Other consists of family offices,
healthcare institutions, faith-based institutions
and other nonprofits that collectively represent
about 1 percent of ESG assets in 2018.
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FIGURE G

ESG Categories Incorporated by Institutional Investors 2016-2018

Hl 2018 M 2016

Social

Governance

Environment

Products

|
$5,244

Total Assets (in Billions)

SOURCE: US SIF Foundation.




FIGURE H
Top Specific ESG Criteria for Institutional Investors 2018

Conflict Risk
(Terrorist or Climate Change/
Repressive Regimes) Tobacco Carbon Board Issues Executive Pay
|
(] \N_ 7/
2 _O_
~n
% ‘i 7R d
T—m % 9
$2.97 $2.56 $2.24 $1.73 $1.69
Trillion Trillion Trillion Trillion Trillion
Percent Increase in Assets Affected since 2016
8% 121% 4% 39% 1%

SOURCE: US SIF Foundation.

and plan sponsors such as public
funds, insurance companies,
educational institutions,
philanthropic foundations, labor
funds, hospitals and healthcare
plans, faith-based institutions,
other nonprofits, and family
offices.

Of this $5.6 trillion in institutional
ESG assets:

e Public funds represented the
largest share (more than $3.0
trillion), as shown in Figure F.

e Social criteria were applied
to $5.2 trillion (more than 93
percent), a 19 percent increase
since 2016, as shown in
Figure G.

Investment policies related

to conflict risk affected

$3.0 trillion, as shown in
Figure H, making it the single
most prominent ESG criterion,
in asset-weighted terms.

Similar to trends among
money managers, tobacco
saw some of the largest
growth as a single ESG factor,
at over 120 percent.

Continuing a trend that began
in 2012, criteria related to
climate change and carbon
emissions remained the most
important environmental issue
for these institutions, affecting
$2.2 trillion.

e Although not shown in
Figure H, the most prominent
social issue after conflict
risk was equal employment
opportunity and diversity,
addressed in $1.6 trillion of
institutional assets, a 128
percent increase from 2016.

e Investment restrictions
related to weapons now
affect just over $1.5 trillion in
assets, a 78 percent increase
since 2016.
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FIGURE |

Types of Investors Filing Shareholder Proposals 2016-2018

M Public 70.8%
Labor 13.0%
B Money Manager 11.5%
M raith-based 2.6%
Bl Healthcare 1.4%
M Family Office 0.5%
Other/Nonprofit 0.3%

ESG Shareholder Proponents
2016-2018, by Assets

SOURCE: US SIF Foundation.

Investor Advocacy

From 2016 through the first

half of 2018, 165 institutional
investors and 54 investment
managers collectively controlling
nearly $1.8 trillion in assets at
the start of 2018 filed or co-filed
shareholder resolutions on ESG
issues. (See Figure B.)

e As shown in Figure I, the faith-
based institutions and money
managers constituted the
majority of these shareholder
proponents, while public funds
represented the largest share
of assets involved.

® As shown in Figure J, the

leading issue raised in
shareholder proposals from

6 Executive Summary

M Faith-based 33.8%

B Money Manager 24.7%
Foundation 13.2%

M Public 8.2%
Labor 7.8%
Other/Nonprofit 7.8%

Bl Healthcare 2.3%

B Education 1.4%

M Family Office 0.9%

ESG Shareholder Proponents
2016-2018, by Number

2016 through 2018, based on
the number of proposals filed,
was “proxy access.” Investors
filed 353 proposals at US
companies during this period to
facilitate shareholders’ ability to
nominate directors to corporate
boards. As a result of the strong
investor support for these
proposals, the share of S&P 500
companies with proxy access
policies grew from 1 percent in
2013 to 65 percent in 2017.

e Disclosure and management
of corporate political spending
and lobbying were also top
concerns. Shareholders filed
295 proposals on this subject
from 2016 through 2018. Many
of the targets were companies
that have supported lobbying

organizations that oppose
regulations to curb greenhouse
gas emissions.

A surge in shareholder
proposals on climate change
that began in 2014, when
investors wrestled with the
prospects of “stranded”
carbon assets and US

and global efforts to curb
greenhouse gas emissions, has
continued: 271 proposals were
filed from 2016 through 2018.

The proportion of shareholder
proposals on social and
environmental issues that
receive high levels of support
has been trending upward.
During the proxy seasons

of 2012-2015, only three
shareholder proposals on
environmental and social
issues that were opposed

by management received
majority support, while 18 such
proposals received majority
support in 2016 through 2018.

Investors are increasingly
engaging in ways other

than filing shareholder
resolutions. A subset of survey
respondents, including 49
institutional asset owners with
more than $1 trillion in total
assets and 88 money managers
with $9.1 trillion in assets under
management, reported that
they engaged in dialogue with
companies on ESG issues. The
extent of engagement reported
by money managers has
increased notably since 2016,
when only 61 managers with
$6.9 trillion in assets reported
that they engaged companies
on ESG issues.



FIGURE J
Leading ESG Issues 2016-2018, by Number of Shareholder Proposals Filed

M 2016 2017 M 2018
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SOURCE: ISS, Sustainable Investments Institute.
NOTE: Data for 2018 show numbers of proposals filed for 2018 meetings through July 15, and all vote results known as of July 15.
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You don’t have to sacrifice your financial goals to stay true
to your values. Impact investing could help you invest for
positive change while staying focused on pursuing
competitive financial returns.
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Responsible and Impact Investing Trends.
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Bloomberg actively invests in a sustainable future
by driving solutions that enable our clients and
communities to succeed in a rapidly evolving We

We are proud to support the US SIF Foundation.

bloomberg.com/ESG
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With support from impact investors, Sweet Beginnings, in Chicago, hires and trains local
employees who are transitioning from incarceration to work in its urban honey skin care business.
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MaCArthur The John D. and Catherine T. MacArthur Foundation is a proud supporter

of US SIF Foundation, as we work together to create opportunities for
impact investors to address the world’s most pressing challenges.

Foundation

www.macfound.org/impactinvestments




MFS® Responsible
Active Management

MFS

Investment Management

We believe sustainable investing is
essential to creating long-term value
for our clients and positive outcomes

for beneficiaries.

MES is proud to support the 2018 Report on US
Sustainable, Responsible and Impact Investing Trends.

mfs.com/sustainability
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Neuberger Berman Sustainable Equity Team
is proud to support

The US SIF Foundation

NEUBERGER | BERMAN

For more information please go to www.nb.com/sri

Neuberger Berman Investment Advisers LLC is a registered investment adviser.
The "Neuberger Berman” name and logo are registered service marks of Neuberger Berman Group LLC.

©2018 Neuberger Berman Group LLC. All rights reserved.
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CANDRIAM <

ANEW YORK LIFE INVESTMENTS COMPANY

THE CONVICTION TO INVEST RESPONSIBLY

Candriam is proud to support the 2018 Report
on US Sustainable, Responsible and Impact Investing Trends.
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“I don’t want to avoid problems
and leave them for someone else.
| want to be part of the solution.”

John Streur
President and CEO

Calvert Research and Management proudly supports the US SIF and its mission.

© 2018 Calvert Research and Management. All rights reserved. calvert




Invest with

Performance ~4CBIS

a n d P u rp ose Catholic Responsible Investing

BlackRock is proud to

support the 2018 Report
on US Sustainable,
Responsible and Impact
Investing Trends.

a omic ce,” while enhancing
long-term shareholder value for investors.
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BLACKROCK
Keep building at
BlackRock.com

CHRISTIAN BROTHERS INVESTMENT SERVICES

©2018 BlackRock, Inc. Al rights reserved. BLACKROCK is a registered trademark of A Proud Sponsor of the U.S. SIF Foundation Since 1992
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Research | Analytics | Consulting

Cerulli Proudly Supports the US SIF Foundation’s

2018 Report on US Sustainable,
Responsible and Impact Investing Trends

Cerulli Associates is a global research and consulting
firm headquartered in Boston with offices in London and
Singapore. We are dedicated to advancing the awareness of COM MU N ITY
environmental, social, and corporate governance (ESG) with CAPITAL MANAGEMENT
research that offers key insights and analysis. We also recognize T e s e
that going green is good for our business. As a firm, we uphold
ESG standards in our office locations with a conscientious
approach to waste management and energy preservation. FOR MORE INFORMATION

Visit ccminvests.com or call 877-272-1977

Impact Investing Since 1999

Connect with us to learn more about our research and
our environmental initiatives. www.cerulli.com Community Capital Management, Inc. is an investment adviser registered with the

Securities and Exchange Commission under the Investment Advisers Act of 1940.




Align your money and your values
Invest in a fossil fuel free fund

Domini mutual funds exclude
all energy sector companies as
defined by the Global Industry
Classification System (GICS).
We don’t invest in companies
with significant involvement
in oil and gas exploration,
production, refining,
marketing, transportation
storage or the mining and
production of coal.

Investin the
% D0m|n| Domini Impact Equity Fund™
” In(/esting for Good® www.domini.com

1-800-762-6814

Before investing, consider the Fund’s investment objectives, risks, charges
and expenses. Contact us for a prospectus containing this information. Read
it carefully. DSIL Investment Services LLC, Distributor. 10/18

Are you investing for principles?
Or performance?

Why compromise?

Parnassus Investments has been investing for
Principles and Performance® for over 30 years.

To learn more, go to www.parnassus.com.

Mutual fund investing involves risk, and loss of principal is possible. The Parnassus Funds
are distributed by Parnassus Funds Distributor, an affiliate of Parnassus Investments and a
FINRA member. Before investing, an investor should carefully consider the investment
objectives, risks, charges and expenses of a fund and should carefully read the
prospectus or summary prospectus, which contain this and other information. The
prospectus or summary prospectus can be found on the website www.parnassus.com
or by calling (800) 999-3505.
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Green Century Capital Management
is proud to support the 2018 Report
on US Sustainable, Responsible and
Impact Investing Trends.

Focusing exclusively
on sustainable and

responsible investing

Trillium is proud to support the US SIF
Foundation's Report on US Sustainable,
Responsible and Impact Investing Trends.
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Nuveen is proud to support the 2018
Report on US Sustainable, Responsible
and Impact Investing Trends.
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