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• Wall Street Says Chipotle Pays Too Much – Its Socially Re-
sponsible Investors Disagree 
Fast Company / by Adele Peters / October 25, 2017 

When a Bank of America Merrill Lynch analyst downgraded Chipotle stock 
claiming the company spends too much to pay workers and that it would have 
trouble cutting labor costs, it was the latest of many examples of Wall Street 
pressure on retailers to keep wages low. Of course, that response ignores the 
long-term benefits that come from fairer wages. “Wall Street’s time horizon for 
company earnings is very short – often one or two quarters,” says Michael 
Reich, chair of the Center on Wage and Employment Dynamics at the Institute 
for Research on Labor and Employment. “This short-termism often penalizes 
companies that raise their workers’ wages or invest in their employees’ skills. 
Wall Street thus ignores or is unaware of how higher pay reduces employee 
turnover and boosts worker productivity.” Twenty-two states raised the mini-
mum wage in 2017, while some companies have raised wages independently 
to compete for employees or because they recognize the benefits of paying 
more. Reich’s research suggests that as wages rise, companies may offset the 
expense with slightly higher prices, not lower profits. In Chipotle’s case, it may 
be more complicated; early in 2017, one executive said that the company 
couldn’t raise prices now, as it tries to bring back consumers after recovering 
from food safety scandals in 2016 and again in 2017. But the company may 
recognize a connection between paying and treating workers well and its other 
issues–including the food safety problems, which were linked to employees 
coming in when they were sick because they felt that they couldn’t miss work.  

• Norway Idea to Exit Oil Stocks Is ‘Shot Heard Around the 
World’ 
Bloomberg Markets / by Joe Ryan and Anna Hirtenstein / November 17, 2017 

Norway’s proposal to sell off $35 billion in oil and gas stocks brings sudden and 
unparalleled heft to a once-grassroots movement to enlist investors in the fight 
against climate change. Norway’s fund is the world’s largest equity investor, 
controlling about 1.5% of global stocks. If it follows through on its proposal, it 
would be the first to abandon the sector altogether. The fund has already sold 
off most of its coal stocks. The argument is simple: climate change has expo-
nentially increased the risk of backing coal, oil and gas, so investors should put 
their money elsewhere for the sake of both the planet and their own for-
tunes. The Rockefeller Family Fund announced in 2016 that it sold its stake in 
Exxon and would dump all other fossil fuel investments. The California State 
Teachers’ Retirement System board voted to divest from US coal companies. 
AXA SA, the French insurance giant, said it would sell 500 million euros ($589 
million) in coal holdings. Norway’s fund dwarfs them all.  

• Why Wall Street’s Finally Pushing to Add Women on Boards 
Bloomberg Markets / by Laura Colby / December 6, 2017 

Mutual-fund giants including BlackRock Inc., Vanguard Group Inc. and State 
Street Corp. are embracing shareholder proposals to add more women and 
minorities as directors. This may signal a tipping point for the decades-long 
struggle for greater representation. Major fund companies — including those 
that tout their diversity bona fides — see reason for optimism in the years 
ahead, despite the often-slow progress within their own ranks. That point was 
driven home recently when BlackRock and Vanguard, twin giants of stock index 
funds, backed a shareholder proposal at Hudson Pacific Properties Inc., siding 
against management on a measure to add women and minorities to its all-male 
board. Three months later, the California property company named Andrea 
Wong, a woman of color and former Sony executive, as a director. This year 
marked the first time the three giant investors wielded their considerable 
voting clout in favor such proposals. Diversity also makes money. Studies in-
creasingly show a critical mass of female directors improves return on equity, 
profits and decision making. Even so, five S&P 500 companies and at least 700 
in the Russell 3000 still have all-male boards. Canada and Europe, where many 
nations have quotas, surpassed the US in 2014. 

• BlackRock Wields Its $6 Trillion Club to Combat Climate Risks 
Bloomberg Markets / by Emily Chasan / December 8, 2017 

BlackRock Inc., the world’s biggest asset manager, is telling companies that 
now is the time to start reporting clear information on climate risk to their 
businesses. The firm, which oversees almost $6 trillion in assets, sent letters 

from its corporate governance team to about 120 companies, urging them to 
report climate dangers in line with the recommendations of the Financial Sta-
bility Board’s Task Force on Climate-Related Financial Disclosures. The letters 
were sent globally to BlackRock holdings with “material climate risk inherent in 
their business operations,” such as those in the energy, transportation and in-
dustrial sectors. BlackRock, along with investors such as UBS Asset Manage-
ment and JPMorgan Chase & Co., is a participant in the task force led by 
Bloomberg LP founder Michael Bloomberg. The group concluded in June that 
companies affected by climate change should conduct scenario analyses and 
include those results in their financial reports. BlackRock sees this framework 
as “a means to achieve the comparability and consistency of reporting that is 
important to us as investors,” it said in the letter.  The move is the latest by 
BlackRock on climate change after casting its first votes this year in favor of 
shareholder proposals asking companies such as Occidental Petroleum Corp. 
and Exxon Mobil Corp. to provide more detail on the topic. Chief Executive 
Officer Larry Fink said in his annual letter to CEOs earlier this year that the New 
York-based firm would not be “infinitely patient” with companies on environ-
mental and social issues that carry long-term risks. 

• NYC Sues, Divests From Oil Firms Over Climate Change 
The Associated Press / by Frank Eltman / January 10, 2018 

New York City sued five major oil companies, claiming they have contributed to 
global warming, on the same day officials announced they will sell off billions in 
fossil fuel investments from the city's pension funds. Mayor Bill de Blasio said 
the city would be seeking billions of dollars in the lawsuit to recoup money 
spent for resiliency efforts related to climate change. The city alleges the fossil 
fuel industry was aware for decades that burning fuel was impacting climate 
change. San Francisco, Oakland and Santa Cruz, California, have filed similar 
lawsuits against oil companies. Also, De Blasio and Comptroller Scott Stringer 
said they intend to divest the city's five pension funds of roughly $5 billion in 
fossil fuel investments out of its total of $189 billion. They say the divestment 
is the largest of any municipality in the U.S. to date. "Safeguarding the retire-
ment of our city's police officers, teachers and firefighters is our top priority, 
and we believe that their financial future is linked to the sustainability of the 
planet," Stringer said. Brian Youngberg, a senior energy analyst at Edward 
Jones Investments, noted such divestment is not entirely altruistic. Fossil fuel 
securities are underperforming and officials say the outlook for fossil fuel in-
vestments continues to be negative. 

• BlackRock’s Message: Contribute to Society, or Risk Losing 
Our Support 
The New York Times / by Andrew Ross Sorkin / January 15, 2018 

Larry Fink, founder and chief executive of the investment firm BlackRock, is 
going to inform business leaders that their companies need to do more than 
make profits — they need to contribute to society as well if they want to re-
ceive the support of BlackRock. Mr. Fink has the clout to make this kind of de-
mand: His firm manages more than $6 trillion in investments through 401(k) 
plans, exchange-traded funds and mutual funds, making it the largest investor 
in the world, and he has an outsize influence on whether directors are voted 
on and off boards. “Society is demanding that companies, both public and pri-
vate, serve a social purpose,” he wrote. “To prosper over time, every company 
must not only deliver financial performance, but also show how it makes a pos-
itive contribution to society.”  

It is a refrain that we’re hearing more and more from various pockets of the 
business community, and in fact last year company leaders found themselves 
taking stands on issues like immigration policy, race relations, gay rights and 
more. But for the world’s largest investor to say it aloud — and declare that he 
plans to hold companies accountable — is a bracing example of the evolution 
of corporate America. Mr. Fink says he is adding staff to help monitor how 
companies respond; only time will tell whether BlackRock truly uses his firm’s 
heft to influence new social initiatives. Part of Mr. Fink’s argument rests on the 
changing mood of the country regarding social responsibility. He contends that 
if a company doesn’t engage with the community and have a sense of purpose 
“it will ultimately lose the license to operate from key stakeholders.” Despite 
Mr. Fink’s insistence that companies benefit society, it’s worth noting he’s not 
playing down the importance of profits and, while it’s a subtle point, he be-
lieves that having social purpose is inextricably linked to a company’s ability to 
maintain its profits.  
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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.  

Upcoming Events and Conferences 

Responsible Investing: The Evolution of Ownership / RBC Global Asset Management / November  2017 

RBC surveyed 434 institutional asset owners and investment consultants in the United States, Europe and Canada on their attitudes towards responsible investing and 
ESG integration for the second annual edition of its report. Key findings:   

• ESG is a global phenomenon – A full 67% of global respondents use ESG principles as part of their investment approach. By region, more investors in Europe (85%) 
than in Canada (73%) and the U.S. (49%) incorporate ESG analysis. 

• Mandates (or lack of them) are key – The main reason (51%) given by institutional investors who do not incorporate ESG analysis is the lack of requirements to do so 
from their boards of directors. The other most commonly cited reasons are an unclear value proposition, and their strict preference for financial analysis. Inter-
estingly, the inverse of these reasons was given by those who have adopted ESG – they do it for the clear value proposition, their preference for multiple analytical 
factors in the investment process, and to comply with a clear board-level mandate or investment guidelines. 

• ESG analysis as an investment tool – Thirty-two percent of global respondents said they do not consider the use of ESG factors to be a way to mitigate risk in their 
portfolios, while 20% are unsure. Forty-six percent do not consider ESG factors to be an alpha source and 30% are unsure. This uncertainty opens up an opportunity 
for investment managers who utilize ESG analysis as they compete to create value for their clients. 

• Poor information quality – For institutional investors who employ ESG criteria, a majority across all regions of the survey are not satisfied with the disclosure of ESG 
metrics provided by corporations. U.S. and Canadian investors prefer to allow shareholder proposals to do the work of improving disclosure. European investors 
prefer that government regulators require it. 

• Gender diversity – A large majority of institutional investors in every region polled said gender diversity on corporate boards is important to them – 71% in the U.S., 
80% in Canada and 68% in Europe. As with disclosure of ESG metrics, European investors prefer that government regulators require gender diversity; investors in 
the U.S. strongly prefer market forces to regulation; Canadian investors’ preference is split between shareholder initiatives and market forces. 

• Changing corporate behavior – Within the context of the Fossil Fuel Free movement, only 6% of global respondents said that divestment was more effective than 
engagement. In the U.S. and Canada, engagement is viewed as more effective than divestment. One-third of Europeans agree, but the same number view divest-
ment and engagement to be equally effective. On the topic of exclusions more broadly, 48% of European respondents view negative screens as applicable across 
investor types; less than a third of U.S. and Canadian respondents agreed. 

5 Big Things About Sustainable Investing in 2017 /  Morningstar / December 2017 

• The Trump Effect. 2017 began with concerns that the new administration would have a chilling effect on the field’s growth. But that didn’t happen. If there was a 
“Trump effect” at all, it was as a galvanizing force for sustainable investing. Sustainability may resemble an investment theme, but it’s broader than that. It’s an ap-
proach to decision making, which in the investment context means a long-term focus that’s inclusive of stakeholders, that recognizes that the transition to a low-
carbon economy will produce winners and losers, and that investors can have an impact on creating a low-carbon global economy that works for more people. The 
number of investors adopting that approach continued to grow in 2017. 

• The Fearless Girl. State Street Global Advisors (SSGA) had the marketing coup of the year with its Fearless Girl statue, commissioned on the first anniversary of the 
launch of the SPDR SSGA Gender Diversity Index ETF (SHE) and placed opposite the Wall Street bull in time for International Women’s Day in early March. The Fear-
less Girl served notice that investors are not going to drop the pursuit of gender equality. Shareholders focused considerable attention on this issue in their engage-
ments with corporate management this year, submitting 35 diversity resolutions. For the first time,  BlackRock, SSGA, and Vanguard voted in favor of some of these 
resolutions. 

• The Big Three Ramp Up Their Engagement Activity. As their passive assets under management have grown and they have become the largest shareholders of most 
large companies, the Big Three of passive investing–BlackRock, SSGA and Vanguard–have become more rather than less engaged in stewardship activities. Why are 
the largest passive asset managers getting more involved in stewardship activities? For one thing, they still have a fiduciary duty to their shareholders. Secondly, 
large passive asset managers have a public responsibility to be active owners. Third, large passive asset managers have a responsibility to exercise systemic steward-
ship. The large passive asset managers can help bring long-term considerations that have traditionally sat just beyond the purview of shareholders and corporate 
strategists into the present discussion between management and shareholders. 

• Climate-Risk Disclosure. Led by the aforementioned Big Three, efforts to get companies to disclose the risks they face from climate change gathered force in 2017. It 
started off with almost unheard-of majority shareholder votes on climate-risk disclosure resolutions at  Exxon Mobil (XOM) and  Occidental Petroleum (OXY). It con-
tinued with investors’ growing support for companies to disclose based on the recommendations of the Task Force on Climate-Related Financial Disclosures, and, on 
the second anniversary of the signing of the Paris Agreement, a group of global investors launched an initiative called Climate Action 100+ to drive action on climate 
change among 100 companies that are the world’s largest greenhouse gas emitters. Exxon announced in an SEC filing that it would follow the recommendation of its 
shareholders and release information on “energy demand sensitivities, implications of two degree Celsius scenarios, and positioning for a lower-carbon future.” 

• Impact. Impact is a key outcome of sustainable investing, but more attention has been paid in recent years to incorporating ESG analytics in the investment process 
as a way to enhance financial returns. Impact became a bigger focus this year. Two thirds of Americans in the survey said they are interested in sustainable investing 
mainly for its impact or for both its impact and its financial return. Only one third said they were interested in it for financial return only. Those who are invested in 
public equity strategies that incorporate ESG are having an impact even if their asset managers are using ESG strictly to improve financial performance. More broad-
ly, the UN Sustainable Development Goals have been widely discussed – and adopted – this year as a framework for assessing impact. 

Foundations of ESG Investing – Part 1: How ESG Affects Equity Valuation, Risk and Performance / MSCI / January 2018 

Many studies have focused on the relationship between companies with strong ESG characteristics and corporate financial performance. However, these have often 
struggled to show that positive correlations — when produced — can in fact explain the behavior. This paper provides a link between ESG information and the valuation 
and performance of companies, both through their systematic risk profile (lower costs of capital and higher valuations) and their idiosyncratic risk profile (higher profita-
bility and lower exposures to tail risk). The research suggests that changes in a company’s ESG characteristics may be a useful financial indicator. ESG ratings may also be 
suitable for integration into policy benchmarks and financial analyses.  

Key findings:  

• High ESG-rated companies tended to show higher profitability, higher dividend yield and lower idiosyncratic tail risks 

• High ESG-rated companies tended to show less systematic volatility, lower values for beta and higher valuations, which verifies the valuation channel 

• Evidence for a causal relationship between ESG and financial performance – ESG rating change may be a useful financial indicator in its own right (ESG momentum). 
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• Private Wealth Management Summit 
March 15-16, 2018 / Venetian / Las Vegas, NV 

The summit will bring together executives  from single family offices, multi-

family offices and wealth management firms. Justina will be leading a 
roundtable discussion on unlocking the potential for and measuring the impact  
of impact investments. 
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