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Invest in What
Matters to You
BY: KATIE BRANN, Financial Advisor

W

e recently were hired as investment
adviser by a couple with passionate
ideas about what they wanted their money to
do for their family and the world around them.
They want to travel more often and give to their
community. They have concerns about climate
change and equal rights for women in the
workplace. They’d like to invest in companies
that operate sustainably.
While you may be picturing some newly married
Millennials, this couple is of the Baby Boomer generation and have been investing in a traditional
way for 50 years. With more time in retirement to ponder their life goals and build their bucket lists,
investing in a way which reflects their values is important to them. Today, this type of investing is
known as Environmental, Social and Governance investing, or “ESG,” and it’s exploded in popularity
among investors of all ages.
If you were early on the ESG scene, you may recall that it was once called “Socially Responsible
Investing” (SRI). It emerged in the 1960s as the practice of excluding certain products and industries
from portfolios; think tobacco, gambling, and weapons stocks. SRI investors used negative screens
to prevent investing in companies that conflicted with
ESG Continues to Grow
their values.
•

•
•

An estimated $20.6 billion flowed into ESG
investments in 2019 – four times the
amount from 2018 (Morningstar)
Nearly half of Gen Xers and Baby Boomers
are interested in ESG investing (Allianz)
The world’s largest money manager,
BlackRock, recently announced it will
incorporate sustainable investment
principles firmwide.
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Fast forward to 2006, when the United Nations
released the Principles for Responsible Investment.
The overarching theme was that environmental,
social, and corporate governance factors should be
considered when evaluating investments. The
mentality in the financial industry shifted from
excluding bad actors to including companies that do
good.
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Although past performance does not guarantee
future results, a growing body of research
suggests that ESG portfolios can perform as
well as, if not better than their traditional
counterparts. Companies that focus on ESG
factors tend to have leaders that think creatively
and plan for the long term. Organizations that
treat employees well are likely to attract and
retain talent. And consumers are more likely
than ever before to reward a company that
focuses on more than its bottom line.

LABOR
STANDARDS

Embracing ESG investing doesn’t mean you’ll be
stuck investing in just technology start-ups and
solar energy. In fact, it’s now possible to build a
complete, diversified ESG portfolio of small and
large companies, stocks and bonds, active and
passive investments.
ESG does have a reputation for being expensive.
Evaluating a company’s ESG metrics will always
be an added cost on top of evaluating its
financial statements. That said, more companies than ever are offering ESG investments, and the
competition among them has driven costs down in recent years.
New ESG investments come out every month, and not all are created equal. Investors should work
with their financial advisor to ensure that funds with “social” or “impact” in their name really are
screening for ESG factors. Be aware that ESG criteria can also be subjective and hard to measure.
As an investor you should regularly ask yourself, what’s important about my money? If aligning your
portfolio with your values is a priority, ESG investing can be an opportunity to do just that.

EXAMPLE: Does McDonald’s belong in an ESG portfolio?
One advisor says NO…

Ma

While another says YES...

•

Unhealthy products

•

Committed to sourcing food sustainably

•

Non-recyclable packaging

•

•

Greenhouse gas emissions caused by
animal agriculture & large supply chain

Robust employee education & management
training programs

•

Supports families fighting illness through the
Ronald McDonald House Charities

Content in this material is for general information only and not intended to provide specific advice or recommendations for any
individual. The returns on Socially Responsible Investments may be lower than if an adviser or portfolio manager made decisions
based solely on investment considerations. Securities and advisory services offered through LPL Financial, a registered investment
advisor. Member FINRA/SIPC.
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