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 Calvert Deal Shows Challenges and Promise of ESG 
Bloomberg Brief / by Emily Chasan / October 27, 2016 

Eaton Vance Corp.’s deal to acquire ESG investment shop Calvert Investment 
Management Inc. showed sustainable investors may need to tap into larger 
asset management networks to scale. The deal, which will add $12.3 billion in 
assets under management to Eaton Vance and is expected to be completed by 
Dec. 31, is the largest acquisition of an ESG manager since Goldman Sachs’ as-
set management arm purchased San Francisco-based ESG boutique Imprint 
Capital Advisors in 2015. Interest in ESG from high-net-worth individuals, retail 
investors, pension funds and endowments in the last few years has already 
pushed many of the world’s largest asset managers to build up capabilities in-
ternally. But the Calvert deal might signal that the bigger firms need more ex-
pertise in these strategies and faster.  

 7 Things to Know About the Future of Responsible Investing 
Morningstar / by Matt Christensen, AXA / November 4, 2016 

1. ESG will be a Normal Part of Fiduciary Duty: The long-term implications are 
clear; ESG will become a fully accepted part of fiduciary duty. 

2. Climate Change will be Mainstream: It would be difficult to deny that the 
transition to a low-carbon economy is in the cards. Financial markets’ inclu-
sion of environmental considerations will become standard practice. 

3. From Responsible to Impact Investments: The impact and ESG groups will 
merge, forming a single core competence that extends the scope of RI. 

4. The Successful Approach will be ‘All-in’: Picking and choosing a set of fac-
tors or preferences will no longer be an option. All ESG factors must be 
simultaneously considered.  

5. Significant Risks Will Cut Across Asset Classes: Larger ESG topics lurk in the 
future that are not limited to a single company or sector.  

6. Technology will be a Real Test of ESG in Practice: Automation may displace 
large portions of the workforce. ESG could provide a framework to mitigate 
some of the harmful consequences of job loss from tech advancement.  

7. There will be Risks and Opportunities: Companies will face pressures to ac-
tively contribute to a fair and sustainable system in the years ahead. On the 
flip side, funding the sustainable future will open new investment opportu-
nities, including impact investments and green bonds. 

 Clean Power Is Too Hot for Even Trump to Cool 
Bloomberg Businessweek / by Matthew Philips / November 16, 2016 

On Nov. 4, Walmart announced an aggressive plan to increase its investments 
in renewable energy, pledging to power half its operations from wind, solar, 
and other renewables by 2025 and to cut the carbon footprint of its operations 
by 18%. Ten days later, Microsoft made its largest wind-power purchase agree-
ment ever, with a deal to buy 237 megawatts of electricity from turbines to run 
data centers. In between those announcements, Donald Trump was elected 
president, in part by calling climate change a hoax and vowing to gut most of 
Obama’s clean-energy policies and revive coal mining. If the actions of Walmart 
and Microsoft are any indication, Trump will do little to dissuade companies 
from continuing to invest in renewables. One reason is timing. The biggest eco-
nomic incentives for clean energy are federal tax credits for solar and wind pro-
jects. In December, Congress extended both credits (for solar until 2021 and 
for wind until 2019). Wind power is especially popular across the Midwest; in 
many cases it’s become cheaper than other sources of grid power. Sixty per-
cent of Fortune 100 companies have renewable-electricity or climate change 
policies, and 81 companies globally have committed to get 100% of their ener-
gy from renewable sources. On Nov. 16, 300 U.S. businesses, including General 
Mills, EBay, and Intel, called on Trump to support the Paris accord. 

 ESG Investors Prepare to Go Local in Trump’s America 
Bloomberg Brief / by Emily Chasan / November 17, 2016 

U.S. sustainable investors are looking to go local. Socially responsible investors 
say states and cities in the U.S. will continue to provide attractive investment 
opportunities for fighting climate change and social inequality. Investors say 
they are likely to focus on opportunities driven by state and local governments, 
municipal bonds, community banking and infrastructure. Investors say they will 
also look to state governments to set the tone on renewable spending. Ballot 
initiatives in states including Rhode Island and Florida on election day, support-
ed making renewable energy more accessible and issuing green bonds.   

 Can Fast-Fashion Brands Like Zara Go Sustainable? 
Bloomberg Pursuits / by Sarah Very / November 30, 2016 

Data shows that shoppers — especially millennials, the target market for fast-
fashion companies — are increasingly looking for clothes made of higher-
quality materials or they’re keeping their existing clothes longer. More than 
14% of U.S. consumers looked for apparel and accessories made from natural 
materials in 2016, up from 12.9% last year. Shoppers looking for clothes that 
were reused or recycled rose 2% this year. This shift to sustainable clothing is 
threatening the underpinnings of a fashion industry that wants consumers to 
rapidly change styles and move on to the next hot trends. But fast-fashion 
companies are trying to respond. In 2013, H&M launched a worldwide gar-
ment-collecting initiative encouraging consumers to reuse and recycle their 
clothes. The chain also sells a “conscious collection,” a clothing line created 
entirely from sustainable materials. Zara launched its first sustainable line, Join 
Life, in September. Consumers are starting to realize when they are “too poor 
to buy cheap,” said Maxine Bedat, chief executive officer of Zady, a clothing 
site known as the “Whole Foods of Fashion.”  

 Assets Pledged To Fossil Fuel Divestment Surpass $5 Trillion 
DivestInvest / December 12, 2016 

The scope of global fossil fuel divestment has doubled over the past 15 
months, with institutions and individuals controlling $5.197 trillion in assets 
pledging to divest. According to a new analysis released by Arabella Advisors, 
688 institutions and 58,399 individuals across 76 countries have committed to 
divest from fossil fuels. Those sectors that have historically propelled the 
movement — including universities, foundations and faith-based organizations 
— account for 75% of new commitments made. Representatives from finance, 
philanthropy, faith, entertainment, education and others showed their support 
for the movement at a simultaneous international press conference in New 
York and London. These global and unparalleled commitments by both the 
public and private sectors are further cementing the call for a clean energy 
transition — and challenge the U.S. energy policy of the Trump administration.  

 Morningstar Dispels Myth Of SRI Underperformance 
FA Magazine / by Karen Demasters / December 12, 2016 

Sustainable or responsible funds and indexes perform on a par with similar 
conventional funds and indexes, according to Morningstar’s Manager Research 
report, in which it compared dozens of in-depth studies on the issue. Invest-
ments that are inclusive for ESG perform slightly better than conventional in-
vestments, and investments that exclude categories that are considered unde-
sirable do slightly worse than conventional funds. A focus on company-level 
ESG factors, rather than using an exclusionary screen, can lead to better risk-
adjusted performance for portfolios. Morningstar’s research revealed that 
companies with superior overall sustainability performance have better credit 
ratings, that firms with environmental management systems have lower credit 
spreads, and that firms with significant environmental challenges have higher 
credit spreads. Also companies that handle environmental issues better than 
their peers have significantly lower cost of equity.  

 ‘Fossil Fuel Free’ May Not Mean a Low CO2 Footprint 
Bloomberg Brief / by Justin Morton / January 12, 2017 

Investors looking to lower their impact on the planet may find that some funds 
labeled as “fossil fuel-free” won’t reduce their carbon footprint by as much as 
they hope. U.S. investors had almost $300 billion in assets that screen out fossil 
fuels at the beginning of 2016, up almost six times from $43 billion at the be-
ginning of 2014, according to the U.S. SIF Foundation. Yet, fossil fuel-free funds 
don’t always offer a lower carbon footprint as compared to funds without such 
exclusions. For example, the SPDR MSCI Emerging Markets Fossil Fuel Reserves 
Free ETF has a carbon footprint that exceeds the MSCI World Index by 10%, 
according to As You Sow data. The fossil fuel-free ETF’s footprint, however, is 
40% smaller than the iShares MSCI Emerging Markets ETF. Some investors say 
it’s unnecessary to fully divest fossil fuels to lower a portfolio’s carbon foot-
print. Adam Wolfensohn, chairman of Encourage Capital, said “I think you have 
to start with coal, heavy oil and tar sands down to natural gas as being the 
least carbon intensive of the fossil fuels.” Investor confusion over what consti-
tutes a fossil fuel-free fund could also motivate some to focus more on solu-
tions such as efficiency and renewable energy, said John Streur, chief executive 
of Calvert Investments. “Being fossil fuel-free is just one part of the equation.” 
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Upcoming Events and Conferences 

Impact Investing: A Sustainable Strategy for Hedge Funds / Deloitte Center for Financial Services / October 2016 

This report argues that impact investing is a sustainable and competitive strategy and lays out five considerations for hedge funds:  
 Defining meaningful impact measures. Lack of standardization for impact measures is a key challenge. As transparency around impact measurement and re-

porting increases, a growing evidence base of impact disclosure will better enable the market to evaluate impact investment as an investment strategy.  

 Solving for intentionality, additionality and differentiation. Hedge fund managers may have more hoops to jump through before actively engaging in impact in-
vesting including: intentionality toward the positive sets impact investing apart from other strategies that may measure performance only after the fact; addi-
tionality in which, but for this investment, there may not be any additional value-add or impact beyond what previously existed; and differentiation of approach-
es around decision-making and showcasing the value of the algorithms and trading/investing philosophies that support impact investment. 

 Achieving comparable performance. Investors will want to measure the performance of impact investing versus established benchmarks, and weigh the oppor-
tunity cost. Initial results have been encouraging. Early findings illustrate that achieving comparable performance may be reasonable for impact investments. 

 Ensuring fiduciary compliance. A 2015 Department of Labor bulletin clarified that plan fiduciaries may invest in socially oriented funds so long as the investment 
is “economically equivalent—with respect to return and risk to beneficiaries in the appropriate time horizon—to investments without such collateral benefits.”  

 Growing demand in a challenging marketplace. The hedge fund industry has faced market challenges that may negatively influence traction for impact investing 
approaches. With millennials showing high interest, and their influence rising as assets grow, it may be merely a matter of time before demand increases.  

Sustainable Investing and Bond Returns / Barclays Bank / October 2016 

This report showcases research into the relationship between ESG investing and bond portfolio performance. Key findings include:   
 Bond portfolios with high ESG scores have outperformed low-ESG portfolios with matching risk attributes in the past seven years. 

 This return advantage is particularly pronounced for portfolios with high Governance scores. 

 No evidence was found that the performance advantage was due to a change in relative valuation of high ESG bonds compared to their peers. 

 Bonds with high Governance attributes were subject to fewer credit downgrades than their peers with poor Governance scores. 

 Using ESG ratings from two different providers that follow different scoring methodologies led to broadly similar conclusions. 

Report On US Sustainable, Responsible And Impact Investing Trends 2016 / US SIF Foundation / November 2016 

The biennial report, first conducted in 1995 when environmental, social or corporate governance (ESG) assets totaled $639 billion, provides data on U.S. asset man-
agers and institutional investors using sustainable investment strategies and examines a broad range of significant ESG issues. Key highlights from the 2016 edition: 
 Sustainable, responsible and impact investing assets expanded to $8.72 trillion, or 1 in every 5 dollars invested in the U.S., up 33% from $6.57 trillion in 2014. 

 Asset managers now consider ESG criteria across $8.10 trillion in assets, up 69% from $4.8 trillion in 2014. 

 The top two issues considered are conflict risk (particularly in countries with repressive regimes or sponsoring terrorism) and climate change. 

 Top reasons for incorporating ESG factors include client demand (85%), mission (83%), risk (81%), returns (80%), social benefit (79%) and fiduciary duty (64%). 

 From 2014-June 2016, over 176 institutional investors and 49 investment managers controlling $2.56 trillion in assets filed or co-filed resolutions on ESG issues. 

Impact Investing Trends: Evidence of a Growing Industry / The Global Impact Investing Network / December 2016 

This report was produced using data from surveys from 62 respondents, complemented by insights from five impact investors on how the market has changed in 
recent years and how the market will continue to evolve. Key findings include: 
 Impact investors are demonstrating strong growth, with assets under management growing by 18% compounded annually from 2013 to 2015. 

 There is a steady flow of activity, with $7.1 billion committed to 3,332 deals in 2013, $9.2 billion to 3,726 deals in 2014, and $9.1 billion to 3,096 deals in 2015. 

 Up to 95% of impact investors surveyed report financial returns at or exceeding expectations and 98% met or exceeded impact expectations. 

 Over 60% of AUM was in emerging markets and approximately 70% of AUM was allocated through private debt and private equity each year. 

 The sectors accounting for the highest proportions of AUM were microfinance and other financial services, energy, housing, and food & agriculture. 

 The industry is making progress against several key indicators of market growth, despite certain barriers remaining to industry development. 

2017 ESG Trends to Watch / MSCI / January 2017 

In its annual trends to watch report, MSCI highlights the six biggest ESG forces affecting institutional investors over the long haul:   
 Owning the Long Game: In 2017, some of the world’s largest investors may differentiate themselves by gearing toward the long view as globalization and techno-

logical advancements have strained social cohesion and fanned populist sentiment. 

 The Shift from Regulatory to Physical Risk: Focus on policy uncertainty around climate change in the wake of the U.S. election is misplaced. In 2017, MSCI be-
lieves investors will turn their attention to mitigating exposure to the physical risks from global warming, especially as water is becoming scarcer. 

 Choosing Stewardship in Asian Capital Markets: Rapid adoption of codes that promote engagement between companies in Asia and investors is challenging the 
conventional wisdom that Asia lags global peers in corporate governance. In 2017, investors face a choice between proclaiming the importance of corporate gov-
ernance without actually supporting improvements in companies’ practices to influencing companies’ behavior and pushing for change that stewardship brings. 

 ESG Investing as a Precision Tool: Research that points to ESG factors as a performance indicator continues to grow. In 2017, institutional investors may seek to 
integrate ESG signals across asset classes, markets and factor exposures. 

 Going for Goal with a New Performance Language: The UN’s Sustainable Development Goals are becoming a de facto framework for bringing together investors, 
companies, governments and citizens with an aim of protecting the planet, ending poverty and promoting peace and prosperity. In 2017, MSCI sees the in-
creased adoption of corporate disclosures targeting these goals as a boost for institutions that aim to broaden their sustainable investment programs. 

 Green Shoots in China and India’s Sustainable Finance: The surge of innovation in sustainable development projects and initiatives in China, India and other 
emerging markets has been greeted with equal parts optimism and skepticism by institutional investors. In 2017, domestic and global standards will likely con-
verge as companies in these markets deepen their understanding of standards required to attract foreign capital. 
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 The Economist’s Impact Investing Conference 
February 15, 2017 / 10 on the Park at the Time Warner Center / New York, NY 

Justina will join 200+ investors, policymakers, academics, and philanthropies to 
discuss opportunities and obstacles to mainstreaming impact investment. 

 Confluence Philanthropy’s 2017 Practitioners Gathering 
March 14-16, 2017 / Hotel Monteleone / New Orleans, LA 

Justina will attend Confluence’s annual gathering of foundations, high net 

worth investors and investment advisors to  collaborate in Mission-Related In-
vesting (MRI) strategies. 

 The FPA NorCal Conference 
May 30-31, 2017 / The Palace Hotel / San Francisco, CA 

The FPA NorCal Conference provides educational sessions for Financial Planning 
Association members and other financial professionals. Justina will be speaking 
on a panel about the importance of impact investing in enhancing client portfo-
lios and strengthening client relationships. 

Research / Reports 

WETHERBY ASSET MANAGEMENT IMPORTANT DISCLOSURES 

All information provided is for informational purposes only. The information presented or discussed is not, and should not be considered, a recommendation or an offer of, or solicitation of an offer by, Wetherby or its affiliates to buy, 

sell or hold any security or other financial product or an endorsement or affirmation of any specific investment strategy. Wetherby does not guarantee the accuracy or completeness of information in this report and assumes no liability 
for damages resulting from or arising out of the use of such information. Wetherby Asset Management manages portfolios according to each client’s specific investment needs. Therefore, each client’s portfolio has its unique set of cir-

cumstances and consequently, investment results. Wetherby’s outlook may change if new information is provided by the client or if there are material changes in the market or investment recommendations. Past performance is no guar-

antee of future results. Inherent in any investment is the potential for loss. Information contained in this report is from sources believed to be reliable. It should not be assumed that any information contained in this presentation serves as 
the receipt of, or as a substitute for, personalized investment advice from Wetherby Asset Management. To the extent that a reader has any questions regarding the applicability of any specific data presented above to her/his individual 

situation, she/he is encouraged to consult with the professional advisor of his/her choosing. A copy of the Wetherby Asset Management’s current ADV2 discussing our advisory services, fees, and other relevant information is available 

upon request.  
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