
 

 

 

 

 

Robert W. Baird & Co. Incorporated Page 1 of 2 

WEALTH SOLUTIONS GROUP 

 

 

 

 

We believe in the old saying: a picture’s worth a 

thousand words. Here, we aim to recap recent market 

action and provide some perspective to investors. 

September 2020 

ON THE ACTIVE BET OF ESG AND ITS INVESTING IMPLICATIONS 

As I’ve done before, I’m going to piggy-back on an excellent recent BairdWealth.com piece from John Taft and Michael 

Antonelli. They dig into the topic of environmental, social, and governance-focused investing (ESG), which has skyrocketed 

in popularity over the last few years. Put simply, ESG means investing in firms that align with your values. 

ESG investing is a great way to marry your money and 

your principles, and can do some good along the way. 

John Taft put it well in the article when he said, “Helping 

individuals and institutions align their values with their 

investments and encouraging responsible corporate 

behavior will have a bigger impact on issues like climate 

change, gender equity, racial diversity and income 

inequality than any amount of government regulation.”  

I do want to add one key point on the investing side, 

however, which is that “ESG” represents an active bet. 

What do I mean by that? Any time that a strategy 

deviates from a broad benchmark (say, the S&P 500), 

that strategy is either going to underperform or 

outperform vs. that index. If you removed one stock from 

the S&P 500, the new S&P 499 would either do better or 

worse – there is no inbetween. 

This is important. ESG funds have performed well 

recently, likely due to their often-heavy weights in Tech 

stocks and/or lack of exposure to struggling sectors (Energy, Financials, etc.). But this can change, and quickly. Like all 

active strategies (e.g. value vs. growth), ESG may also go through periods of underperformance that could last years. 

Maybe oil shoots back to $100/barrel and Energy soars; perhaps it is discovered that tobacco leaves cure the common cold. 

Investors must be prepared for both sides of this coin. 

This all gets back to the powerful idea of “the portfolio you can sleep with.” There are a billion ways to choose an asset 

allocation, but in the end, you need to be able to sleep soundly with the results. This helps keep us level in times of panic 

and allows us to remain invested for the long haul. ESG straddles both sides of that fence – aligning one’s investments with 

their values may help many commit more deeply to a financial plan, while others may lose faith if underperformance persists.   

Ultimately, finding this sweet spot is a decision best made with your Baird Financial Advisor. ESG investing is a fast-growing 

strategy that can be a key portion of a financial plan, but being fully aware of what those choices mean (particularly on the 

asset allocation side) is a critical piece of the puzzle. In the end, building a portfolio you can sleep with is a powerful goal. 

In the Markets Now 
The portfolio you can sleep with 

 

PWM Equity & Fixed Income Research 
Ross Mayfield, CFA 

Investment Strategy Analyst, 502-585-8994 

 

https://bairdwealth.com/insights/ESG-Investing-During-the-COVID-Pandemic
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Disclosures 

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions expressed 

here reflect our judgment at this date and are subject to change. The information has been obtained from sources we 

consider to be reliable, but we cannot guarantee the accuracy.   

 

This report does not provide recipients with information or advice that is sufficient on which to base an investment decision.  

This report does not take into account the specific investment objectives, financial situation, or need of any particular client 

and may not be suitable for all types of investors.  Recipients should consider the contents of this report as a single factor 

in making an investment decision.  Additional fundamental and other analyses would be required to make an investment 

decision about any individual security identified in this report. 

 

All investing involves some level of risk and loss of principal is possible. There is no guarantee that a fund’s investment 

objectives will be achieved and a fund with Environmental Social Governance (ESG) as an objective will generally include 

only holdings regarded as consistent with the applicable guidelines. As a result, the universe of investments available will 

be more limited than other funds that do not apply such guidelines. As such, an ESG fund may forgo some market 

opportunities available to funds that don’t use these criteria. 

 

Investors should consider the investment objectives, risks, charges and expenses of a fund carefully before investing. This 

and other information can be found in the prospectus or summary prospectus. A prospectus or summary prospectus may 

be obtained from your financial professional. Please read the prospectus or summary prospectus carefully before investing. 

 

For investment advice specific to your situation, or for additional information, please contact your Baird Financial Advisor 

and/or your tax or legal advisor. 

 

Fixed income yield and equity multiples do not correlate and while they can be used as a general comparison, the 

investments carry material differences in how they are structured and how they are valued. Both carry unique risks that the 

other may not. 

 

Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All 

investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index.  

 

Strategas Asset Management, LLC and Strategas Securities, LLC are affiliated with Robert W. Baird & Co. Incorporated, a 

broker-dealer and FINRA member firm, although the firms conduct separate and distinct businesses. 

Copyright 2020 Robert W. Baird & Co. Incorporated.  

 

Other Disclosures  

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which 

Robert W. Baird Limited holds an ISD passport. 

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the Financial 

Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals and may 

not be distributed to private clients.  Issued in the United Kingdom by Robert W. Baird Limited, which has an office at 

Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB, and is a company authorized and regulated by the Financial 

Conduct Authority.  For the purposes of the Financial Conduct Authority requirements, this investment research report is 

classified as objective.   

Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license.  RWBL 

is regulated by the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from Australian laws.  This 

document has been prepared in accordance with FCA requirements and not Australian laws.   


