
 

 

April 19, 2021 

Dear Valued Investor: 

Earth Day marks a chance to learn about the environmental challenges we face, and reflect on the 

ways we can become more involved and make personal choices to elicit positive environmental and 

social changes. Increasingly, more investors are adopting a sustainable investing approach in order 

to align their investment portfolio with companies seeking to make a positive impact. 

Responsible investing, or sustainable investing, is the purposeful inclusion of environmental, social, 

and governance (ESG) risks and opportunities in investment analysis. This investment approach 

allows for increased: 

 Awareness of what’s in a portfolio, through the process of ESG investing; 

 Alignment with what matters to the investor, through the use of screens and ESG 

integration; and  

 Accountability on the part of the asset manager to act as a steward of the investor’s assets, 

through active engagement with the investee company. 

ESG investing intentionally assesses the implications of environmental risks and opportunities on 

each investee company in a portfolio. Many asset managers explicitly seek to integrate ESG factors 

into the investment process to understand and lower investment risk. For example, an asset 

manager may have a research process that systematically requires the evaluation of company data 

on issues such as emissions, energy management, waste management, customer welfare, labor 

relations, materials sourcing, and supply chain management. If an asset manager is considering 

adding a company to its portfolio—for example, a food manufacturing company—asset managers 

can use this data to create a scorecard and identify the food manufacturing companies that score 

best on these issues.  

Asset managers can then utilize this increased awareness from ESG investing to decide whether to 

avoid, reduce, or increase exposure to an investee company. This process helps an investor align 

with an improvement story – investee companies that are intentionally striving to improve their 

environmental impact. For example, to limit carbon exposure in a portfolio an asset manager may 

avoid all carbon extracting companies (i.e., oil or coal). Or, using the scorecard approach above, the 

asset manager may include only those companies that have the best environmental scores, which is 

known as a best-in-class approach.  

 



 

Asset managers can also act as stewards by engaging with an investee company to help address 

environmental relative risks. Through engagement dynamics of building relationships, enhancing 

knowledge, and exchanging information, this stewardship role helps hold investee companies 

accountable to improve their environmental impact. Returning to the scorecard example above, the 

asset manager identifies a food manufacturer that scores poorly on its supply chain management 

relative to its competitors due to its relatively high emissions and poor resources utilization. The 

asset manager could then engage with the company and work to get commitments from company 

management to reduce its emissions and seek more sustainable resource utilization in its supply 

chain. 

Not only does sustainable investing help fortify returns over time with its unique focus on risk 

management, it also aligns an investor with investee companies seeking to improve their ESG 

impacts. 

Please contact me if you have any questions.  

Sincerely, 

Richard Hill 

President/Lead Advisor 

Compass Financial Group 

 

 

 

Important Information 

This material is for general information only and is not intended to provide specific advice or recommendations for any individual. 

There is no assurance that the views or strategies discussed are suitable for all investors or will yield positive outcomes. Investing 

involves risks including possible loss of principal. Any economic forecasts set forth may not develop as predicted and are subject to 

change.  

References to markets, asset classes, and sectors are generally regarding the corresponding market index. Indexes are unmanaged 

statistical composites and cannot be invested into directly. Index performance is not indicative of the performance of any investment 

and do not reflect fees, expenses, or sales charges. All performance referenced is historical and is no guarantee of future results. 

All data is provided as of May 1, 2021. 

Any company names noted herein are for educational purposes only and not an indication of trading intent or a solicitation of their 

products or services. LPL Financial doesn’t provide research on individual equities.  

All index data from FactSet. 

This Research material was prepared by LPL Financial, LLC. All information is believed to be from reliable sources; however LPL 

Financial makes no representation as to its completeness or accuracy. 


