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• Companies With Diverse Executive Teams Posted Bigger 
Profit Margins, Study Shows 
The Wall Street Journal / by Vanessa Fuhrmans / January 18, 2018 

In one of the largest research endeavors of its kind, McKinsey & Co. examined 
the financial data of more than 1,000 major companies across 12 countries, as 
well as the gender and ethnic makeup of their workforces. The analysis found 
that companies with diverse executive teams posted bigger profit margins than 
their rivals, compared with companies with relatively little diversity in their up-
per echelons. The link between ethnic diversity and better financial perfor-
mance appeared even more robust than for gender diversity. Companies that 
ranked in the top 25% in terms of the ethnic mix of their executive teams 
turned out to be 33% more likely to outperform competitors on profits than 
those in the bottom 25%. Companies with the most women on their manage-
ment teams were 21% more likely to achieve above-average profitability, com-
pared with those with relatively few women in senior, decision-making roles. 
The research gives heft to a growing body of evidence that suggests a link be-
tween diverse decision makers and higher profits, in part by spurring more cre-
ativity and a better understanding of a broad range of customers.  

• Climate Change Could Make Borrowing More Expensive 
Bloomberg / by Emily Chasan / January 23, 2018 

Bond rating agencies such as Moody’s Investors Service and S&P Global 
Ratings are looking at whether they should be including more disaster fore-
casting in calculating the grades they give to government debt and to compa-
nies in industries ranging from insurance to construction. In November, 
Moody’s warned coastal cities and states to address their climate risks or face 
possible downgrades. A month later, it issued a report highlighting 18 small 
islands, from Fiji to the Bahamas, that were “particularly susceptible to climate 
change.” S&P analysts are working with its insurance practice on climate mod-
els and scenario research. A Moody’s study in 2015 found roughly $9 trillion in 
rated debt exposed to environmental issues such as pollution, carbon regula-
tion, water shortages, and natural disasters. In a recent review of its research, 
S&P found 717 cases from mid-2015 to mid-2017 in which environmental and 
climate concerns were factors in corporate credit ratings (about 10% of its re-
search updates). In the case of natural disasters, figuring out the potential 
damage for individual companies and governments isn’t easy. Weather and 
climate are known to mathematicians as chaotic systems, which means small 
differences in assumptions can have huge impacts on predicted outcomes. It’s 
often hard to know the cost of a climate shock—and who will bear it—in part 
because government-backed and private insurance can mitigate losses.  

• More Shareholder Proposals Spotlight Climate Change 
The Wall Street Journal / by Mara Lemos Stein / February 8, 2018 

Shareholder proposals seeking greater disclosure of specific climate-change 
risks will be more prevalent at annual general meetings this year and are likely 
to gain traction at non-energy companies. Investors in the U.S. so far submitted 
66 resolutions about climate change in the 2018 proxy season, according to ISS 
Corporate Solutions. Of that total, 17 are seeking risk assessments based on 
the 2-degree scenario embedded in the U.N.’s Paris Agreement, which aims to 
limit the average rise in temperatures to below 2-degrees Celsius of pre-
industrial levels. There were 18 2-degree scenario proposals for all of 2017, 
eight in 2016, one in 2015. More shareholders are voting in favor of 2-degree 
scenario resolutions; support for the greater disclosures reached an average 
45% in 2017, up from 32% in 2016, ISS said.  As more dollars flow to responsi-
ble investing, support for resolutions focusing on climate change is increasing.  

• More and More CEOs Are Taking Their Social Responsibility 
Seriously 
Harvard Business Review / by Rebecca M. Henderson / February 12, 2018 

Jana Partners, the activist hedge fund, isn’t known as a tree-hugging hippie sort 
of firm. Yet, last month it joined with the California State Teachers’ Retirement 
System to send a letter to Apple’s board warning about the effects of the com-
pany’s devices on children. The same month, Blackrock CEO Larry Fink sent a 
letter telling companies that his firm would consider social responsibility when 
making investments. And Mark Zuckerberg told investors that Facebook would 
be making changes to its platform that would help users in the long term, even 
though, he warned, in the short term the result would be users spending less 

time on it. We are witnessing a big, transitional moment – akin to the transition 
from analog to digital, or the realization that globalization is a really big deal. 
Companies are beginning to realize that paying attention to the longer term, to 
the perceptions of their company and to the social consequences of their prod-
ucts is good business. There is growing recognition that over the long or even 
the medium term, the interests of companies and the interests of society are 
more aligned than many people once thought. In some industries and under 
some conditions, socially and environmentally responsible firms are at least as 
profitable and sometimes more profitable than their conventional rivals, and 
there is some evidence to suggest that a focus on the long term pays off. More-
over, many shareholders care about more than short term profits.  

• Electric Cars May Be Cheaper Than Gas Guzzlers in Seven 
Years 
Bloomberg / by Jeremy Hodges / March 22, 2018 

Electric cars may be cheaper than their petroleum counterparts by 2025 if the 
cost of lithium-ion batteries continues to fall. Some models will cost the same 
as combustion engines as soon as 2024 and become cheaper the following 
year according to a report by Bloomberg New Energy Finance. For that to hap-
pen, battery pack prices need to fall even as demand for the metals that go 
into the units continues to rise. The clamor to roll out electric vehicles has 
grown louder as countries and companies race to clean up smog in their cities 
and hit ambitious climate goals set by the Paris Agreement. China, the world’s 
biggest polluter, is looking to lead the world in electric-vehicle adoption with 
the government implementing production quotas aimed at increasing 
sales. The expected increase in mass manufacturing of lithium-ion storage 
should help drive battery prices to as low as $70 a kilowatt hour by 2030.  

• First-Quarter Volatility Doesn't Slow Sustainable Funds 
Morningstar / by Jon Hale / April 12, 2018 

Sustainable funds turned in good performance, grew their assets, and multi-
plied in number in the first quarter. Sustainable funds had an opportunity to 
show off their lower-volatility character during a quarter in which the S&P 500 
posted its first quarterly loss since the third quarter of 2015. Driven by the 
strong performance of the group’s core U.S equity funds, one third of sustaina-
ble funds finished in the top quartile of their Morningstar Categories and 55% 
finished in the top half. While core sustainable funds were helped somewhat 
by their lower weightings in energy and utilities, they had overweightings in 
consumer defensive, which was one of the worst-performing sectors. Core sus-
tainable funds, on average, had weightings to other sectors, including technol-
ogy, in line with the S&P 500. The sustainable funds group pulled in nearly $2.5 
billion in estimated flows in the first quarter. That’s roughly twice the estimat-
ed flows the group received in the first quarter of 2017.  

• Women Are Winning in Bond Funds. Why Aren’t There More 
of Them? 
Bloomberg / by Liz McCormick / April 13, 2018 

Fixed-income mutual funds run by women have outperformed funds run by 
men since 2003, so you’d think the number of female managers would be ris-
ing. But the opposite is true: Only 14 U.S. debt funds were managed exclusively 
by women as of September 2017, compared with 47 in 2004, according to 
Morningstar Inc. And the share of women overseeing bond or equity assets has 
stalled at about one in 10 since 2015. That’s partly because it can take years to 
win a management role; and strong, confident women who entered the busi-
ness several decades ago weren’t always welcomed, say some female fund 
managers. That dynamic combines with a shortfall of prospects entering the 
field, given what some see as insufficient college-recruitment initiatives and 
public role models. So while achieving the highest ranks in this intensely com-
petitive industry is difficult for either gender, it seems women are having a 
harder time. Data show that if women can buck the trends, investors will win. 
During the past 15 years, actively managed fixed-income funds run by women 
outperformed the average returns of their respective sector category by 0.35 
percent annually. This compares with 0.16 percent for mixed-gender teams 
and 0.08 percent for male-only teams. Women “approach risk differently than 
men, and it resonates well within fixed-income asset management,” Anne 
Walsh, chief investment officer for fixed income at Guggenheim Partners’ asset 
management unit, said. “So a female-led team, or one with female participa-
tion in it, tends to balance that risk-taking element fairly well.”   
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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 

10 for 2018: ESG Risks on the Horizon / Sustainalytics / February 2018 

This report takes a downside perspective and focuses on 10 ESG risks that could have a significant impact on shareholder value over the course of 2018. While the risks 
are not new, many are expected to reach a tipping point in the year ahead. The risks fall broadly under four categories:   

• Water Management. The market is underestimating the financial risks posed by water scarcity. Water-driven community opposition could constrain production in 
the mining industry. In addition, an analysis of the diversified chemicals industry demonstrates the growing financial consequences associated with chemical releas-
es into water resources, particularly in the U.S. 

• Climate Change. Climate change has been repeatedly recognized by the World Economic Forum as one of the greatest threats to global prosperity and economic 
growth. The report addresses the growing risk of greenhouse gas (GHG) emissions regulation in the Taiwanese semiconductor industry, low-carbon transition risk 
for the global oil & gas industry and the implications of mounting physical climate impacts for real estate firms in Asia.  

• Consumer Protection. The report discusses the emergence of “web trusts” in the software & services industry and the brewing regulatory storm over antitrust risk, 
especially towards Alphabet; analyzes the forces lining up against soft drink producers and questions whether sugar will become the new tobacco; and evaluates the 
effects of the General Data Protection Regulation (GDPR) for the global financial services industry.  

• Stakeholder Governance. The report looks at the supply chain risks associated with the shift in apparel production from South Asia to Africa and highlights the recent 
spate of bribery and corruption scandals in the aerospace & defense industry. 

Sustainable Funds U.S. Landscape Report /  Morningstar / February 2018 

More funds than ever incorporate ESG or sustainability themes in the U.S. 

• 235 sustainable funds are now available to U.S. fund investors. A record 40 such funds were launched in 2017 (vs. 36 launched in 2016), including the first sustaina-
ble target-date series, global real estate fund, and floating-rate fund. 

• Assets under management and net flows have reached all-time highs; funds have nearly $100 billion in assets (up 58% from a year ago). 

• Sustainable funds are competitive on price and performance. Sustainable funds as a group performed better than the overall fund universe in 2017; returns of 54% 
of the funds – across stock and bond funds – ranked in the top half of their respective categories. However, a sustainable fund will probably always be more expen-
sive than ultralow market-cap-weighted indexes; the cheapest U.S. sustainability index fund has an expense ratio of 0.11% and the group ranges up to about 0.40%. 

Measuring Effectiveness: Roadmap to Assessing System-level and SDG Investing / The Investment Integration Project / March 2018 

This new report provides investors with a roadmap for measuring the effectiveness of system-level investing strategies, including measuring progress toward achieving 
the United Nations’ Sustainable Development Goals (SDGs). Among the key findings in the report is the identification of four foundational characteristics of environmen-
tal, societal and financial systems. Investor actions which strengthen any of those four characteristics mitigate systemic risk, while investor actions which weaken any of 
those four will increase systemic risks. 

• Adaptability: the environment, society, or the financial system’s ability to adjust to shocks and major disruptions (i.e., high adaptability, or self-regulation, helps sys-
tems better adjust to unanticipated external shocks). 

• Clarity: the coherence, flow, access to, and transparency of information about and within a system (i.e., information flows among actors and about system compo-
nents – and their interrelationships – enables investors’ ability to understand their influence and act accordingly). 

• Connectivity: the value of a good or service is determined in part by how many people use it. The more it is used, the greater the benefit to the system (i.e., systems 
so structured have positive feedback loops that increase their health and resilience). 

• Directionality: market incentives structured to encourage positive changes in stakeholder behavior (i.e., healthy systems are those in which influential actors en-
hance positive characteristics and align their actions with the systems’ fundamental goals). 

Roadmap for the Future of Impact Investing: Reshaping Financial Markets / Global Impact Investing Network / March 2018 

The Roadmap presents a framework for collective action to accelerate development of the impact investing market and build a new future in which finance is instru-
mental to social and environmental progress: 

• Strengthen the identity of impact investing by establishing clear principles and standards for practice. 

• Change the paradigm that governs investment behavior and expectations about the responsibility of finance in society, via asset owner leadership and updated fi-
nance theory. 

• Develop products suited to the needs and preferences of the full spectrum of investors, from retail to institutional, and of various types of investees. 

• Design tools and services that support the incorporation of impact into the routine analysis, allocation, and deal-making activities of investors. 

• Increase the supply of trained investment professionals and the pipeline of investment-ready enterprises through targeted professional education and training. 

• Introduce policies and regulation that both remove barriers and incentivize impact investments. 

Global Trends in Renewable Energy Investment Report 2018 / UN Environment / April 2018 

• Falling costs for solar electricity, and to some extent wind power, is continuing to drive deployment. 

• In 2017, a total of $279.8 billion was invested in renewables (excl. large hydro) and a record 157 gigawatts of renewable power were commissioned last year, up 
from 143 gigawatts in 2016 and far out-stripping the net 70 gigawatts of fossil-fuel generating capacity added over the same period. 

• It was the 8th year in a row in which global investment in renewables exceeded $200 billion. 

• Renewables excluding large hydro accounted for 12% of electricity produced worldwide last year. 

• Green power accounted for 61% of net new generating capacity last year, up from 57% in 2016. 

• Solar energy dominated global investment in new power generation like never before in 2017; the world installed a record 98 gigawatts of new solar capacity, far 
more than the net additions of any other technology. 

• Overall, China was by far the world’s largest investing country in renewables, at a record $126.6 billion, up 31% from 2016. 

Impact Investing Digest | First Quarter 2018 

• 2018 Conference on Charitable Giving 
May 10, 2018 / Arrillaga Alumni Center, Stanford University / Stanford, CA 

The 19th Annual Conference on Charitable Giving will feature speakers and 
panelists presenting topics of interest to legal and financial advisors as well as 
philanthropic professionals in the field of charitable gift and estate planning. 
Justina will be speaking on a panel focused on impact investing. 

• Barron’s Impact Investing Summit 2018 
June 21, 2018 / Four Seasons Hotel / San Francisco, CA 

The summit will gather financial advisors from across the industry to meet and 
discuss the latest innovations in the wealth services field,  developments in the 
 global economy and strategies for personal and professional growth. Justina 
will be speaking on a panel focused on next steps for creating the impact in-
vesting ecosystem.  
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