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The Evolution of Sustainable Investing    
SUMMARY 

Growth in Sustainable Investment assets, combined with increasing awareness within corporations and the 
global investment community, supports the notion that sustainable investing is anything but a fad, rather the 
starting point for innovation and change to provide solutions for increasingly aware and conscientious investors. 

 

 

Over the last decade, there has been significant 
growth in Socially Responsible Investing (SRI), but 
what does this term really mean? The term ‘social 
responsible investing’ is broadly defined as the 
process of integrating values and societal concerns 
into investment decisions.  

With the growth in this type of investment, new 
terms and considerations have emerged to refer to 
SRI including: sustainable investing, values-

based/ethical investing, impact investing and 
environmental, social and governance (ESG).  

These terms are often used interchangeably and 
some investors assume that all responsible 
investing approaches are the same.  

They are not – and we try to explain some of the 
differences here. 
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Ethical Investing 
At the onset, SRI was largely used as a means to 
avoid investment in controversial sectors, such as 
tobacco or gambling, also often referred to as 
ethical investing. As the industry developed, it 
created a shift in the posture of traditional SRI 
investment strategies. 

Evolution to ESG 
Once primarily an exclusionary method of 
screening-out securities or sectors, SRI progressed 
to become more inclusive in nature – using ‘positive’ 
screening criteria to identify companies that use 
best practices when it comes to environmental, 
social and governance (ESG) practices. With the 
rise of ESG considerations, investors were able to 

gain more diversification than negative-screen SRI 
funds traditionally enjoyed.  

Impact investing 
More recently, there has been increased interest in a 
sub-set of SRI, known as impact investing, which refers 
to investments made into companies, organizations 
and funds with the intention of generating a specific 
beneficial social or environment impact, while also 
seeking an attractive financial return.  

Sustainable Investing: Pulling it all together 
The industry has more recently adopted 
Sustainable Investing as an umbrella term 
capturing all types of investing that incorporate 
ESG factors, including Socially Responsible 
Investing, Ethical Investing and Impact Investing. 

 

Impact Investment Spectrum 
   IMPACT INVESTMENT  

Traditional Responsible 
Investing (RI) 

Socially 
Responsible 
Investing (SRI) 

Thematic Impact-first Venture 
Philanthropy 

Competitive Returns   

 ESG Risk Management  

  High Impact Solutions 

Limited or no focus 
on ESG factors of 
underlying 
investment analysis 
and execution. 

ESG risks 
integrated into 
analysis of all 
holdings, as a 
component of 
financial risk 
management. 
Shareholder 
engagement is used 
to influence 
behaviour of 
holdings. 

Negative and 
positive screening 
of ESG risks is used 
to align a portfolio to 
specific values. 
Shareholder 
engagement is used 
to influence 
behaviour of 
holdings. 

Focus on one or 
more issue areas 
where social or 
environmental need 
creates commercial 
growth opportunity 
for market-rate 
returns. 

Focus on one or 
more issue areas 
where social or 
environmental need 
may require some 
financial trade-off. 

Social enterprise 
funding in a variety 
of forms, with a 
range of return 
possibilities. 
Investor 
involvement / 
support is common. 

Source: MaRS, State of the Nation: Impact Investing in Canada, 2014. 
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INCORPORATING ESG FACTORS 

Broadly defined, ESG refers to environmental, 
social and governance issues that can be 
considered when making investment decisions. 
ESG integration stresses the importance of a 
comprehensive evaluation of companies by 
incorporating additional risk factors as opposed to 
exclusionary screening methods. These additional 
(often non-financial) risk factors may have an 
impact on the long-term corporate performance. 

• Environmental – impact on the environment, 
which can include water usage, pollution, 
waste management, energy efficiency, gas 
emissions and climate change. 

• Social – human rights, health and safety, 
employee working conditions, community 
impact, diversity, population and demographics 
change, consumption patterns and 
shareholder reputation. 

• Governance – board independence and 
diversity of board members, alignment of 
shareholders and executives, compensation, 
shareholders rights, transparency/disclosures 
and business ethics/culture. 

The integration of ESG into investment processes 
can mitigate risk, has potential to increase long-
term performance and can provide additional 
diversification opportunities. To keep up with 
growing demand, more firms are offering ESG-
focused products across multiple asset classes, 
strategies and vehicle types. 

And, as ESG gains acceptance globally, many asset 
managers, including AGF Investments, are 
incorporating ESG factors into their firm-wide 
investment process across all strategies and 
products that they offer – not just in their 
“Sustainable Investing” focused products.  

 

 
  

https://www.youtube.com/watch?v=2tUm1ZKvi5A
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WHAT IS DRIVING GROWTH IN SUSTAINABLE INVESTING? 

Sustainable investment strategies are becoming 
increasingly popular with investors, globally. It is 
estimated the size of assets managed using ESG 
criteria is more than US$22 trillion worldwide.* 
What is driving this growth?  

A changing demographic   
The rise of sustainable investing appears to 
coincide with the rise of the millennial generation, or 
Generation Y (those born between 1984 and 2004). 
Millennial investors appear to be more aware of  
 

ESG considerations than prior generations in their 
consumer spending and investment decision 
making. They not only care about what products or 
services a company provides but are more focused 
on what environmental or social impact that 
company has. Millennials wish to invest the same 
way they live 

*Source: Global Sustainable Investment Alliance, 
Responsible Investment Association Australasia, 2015. 

 
Chart source: 2014 U.S. Trust Insights on Wealth & Worth Survey 

Legislative Changes & Investment 
Committee Guidelines   
Similar to legislative requirements passed in Europe 
and U.K., the Ontario Pension Benefits Act has been 
amended as of January 1, 2016 and now requires 
pension plan administrators to establish a Statement 
of Investment Policies and Procedures (SIPP) that 
contains information about whether environmental, 
social and governance factors are incorporated into 
the plan’s investment policies and procedures and, if 
so, how those factors are incorporated. 

Companies recognize the importance of ESG   
With the rising public concern and growth around 
environmental and social issues, companies have 
made it clear they want to be part of the solution, 
rather than part of the problem. Traditionally, a 
company’s objective was to maximize profitability to 

drive up shareholder value; however, this model has 
shifted toward value creation. Companies recognize 
the importance of ESG practices and ratings that 
lead to improved shareholder value, long-term 
profitability and positive brand awareness.  

Enhanced performance   
Historically, there was a view that adopting a 
Sustainable Approach limited the investment 
opportunity and would result in underperformance 
– in other words, that there was a “cost” to 
Sustainable Investing.  

However, more recent research is now starting to 
indicate that using an ESG approach can 
potentially match or exceed non-socially 
responsible investment performance. By 
integrating ESG principles into investment 
management, firms are able to identify top ESG-

Age 69+

34%
Baby Boomers

36%

Gen x

44%

Millennials

67%
My investment decisions 
express my social, political 
or environmental values 
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ranked companies that are correlated with lower 
cost of capital and strong risk-adjusted 
performance over the long term.  

Let’s compare the S&P 500 with the MSCI KLD 400 
Social Index, which captures 400 U.S. securities that 
provide exposure to companies with high ESG ratings: 

• Over a 1-, 3-, 5- and 10-year time frame, the MSCI 
KLD 400 has outperformed the S&P 500.  

• Over a 20-yr time period the MSCI KLD 400 
provides stronger overall return than the S&P 500. 

Source: Morningstar  

THE ROLE OF THE UN-SUPPORTED PRI 

With the growth of Sustainable Investing, the demand 
for a fiduciary international network was needed. In 
April 2006, the United Nations-supported Principles 
of Responsible Investment (PRI) was launched with 
100 signatories, representing US$6.5 trillion in ESG-
focused AUM. A decade later, the number of 
signatories is now over 1,400 representing ESG-
focused AUM of nearly US$60 trillion.  

The goal for the PRI is to understand the 
implications of sustainability for investors and 
support signatories to incorporate these issues into 
their investment decision-making processes.  

In implementing the principles, signatories 
contribute to the development of a more 
sustainable global financial system and more 
sustainable business practices. 

Within each asset class, the UN-PRI also scores its 
signatories on each of its principles and measures 
these scores against those of other firms in their 
peer group that have signed up for UN-PRI. 

On January 26, 2016, AGF became a signatory to 
the UN-PRI in recognition of the increasing relevance 
of ESG issues within investment management.  

Investors signed up to UN-PRI 

Source: United Nations-supported Principles of Responsible Investment (PRI), April 2015. https://www.unpri.org 
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HOW IS AGF POSITIONED AS A GLOBAL SUSTAINABLE LEADER? 

Launched in 1991, AGF Global Sustainable Growth 
Equity Fund uses a thematic “impact investment” 
approach by investing in companies that provide 
products or services that are potential solutions for 
certain sustainability issues facing the world.  

The fund focuses on four major global themes 
when making investment decisions:  
1) Energy and Power Technologies;  
2) Waste Management and Pollution Control;  
3) Water and Waste Solutions; and  
4) Environmental Health and Safety. 

What is different about AGF Global 
Sustainable Growth Equity Fund? 
• The Fund adopts a “Thematic” investment 

approach to Sustainable investing that aims to 
provide access to growth opportunities in 
environmental themes in energy, waste 
management, water and health care. The Fund 
uses ESG criteria to identify companies in both 

North America and globally that operate within 
their four core theme areas to maximize their 
sustainability impact and minimize their 
negative environmental and social impacts. 

• Another key theme is that the strategy is not 
benchmark-driven and it can act as a portfolio 
diversifier by providing exposure to names that 
clients may not currently own in a traditional 
domestic or global large-cap equity fund.  

• A long track record – the fund originated in 1991 and 
has been managed since 2000 by Martin Grosskopf, 
a Portfolio Manager with a deep background in 
Sustainable Investing and in Environmental 
Consulting. Joined in 2014 by Hyewon Kong, who 
has more than 10 years’ experience managing global 
equities focusing on environmental and social impact 
and ESG integration.  

• AGF is a signatory to the UN-PRI and 
sustaining member of the Responsible 
Investment Association (RIA). 

 
The evolution of sustainable investing has empowered investors to make more informed choices 
and provided opportunities for investors to better align their investment decisions with their values.  

To find out more, visit AGF.com/SustainableInvesting or contact your AGF sales representative. 

 

https://www.youtube.com/watch?v=c4aGjZKjjfk
http://www.agf.com/t2scr/static/app/fundview/public/en/fund9623.jsp?WT.ag_va=sustainableinvesting
saraht
Line
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On August 7, 2007, the Fund changed its investment objective to permit greater foreign-property investments.  
 
The commentaries contained herein are provided as a general source of information based on information available as of June 30, 2016 and 
should not be considered as personal investment advice or an offer or solicitation to buy and/or sell securities. Every effort has been made to
ensure accuracy in these commentaries at the time of publication; however, accuracy cannot be guaranteed. Market conditions may change 
and the manager accepts no responsibility for individual investment decisions arising from the use of or reliance on the information contained 
herein. Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read 
the prospectus before investing. The indicated rates of return are the historical annual compounded total returns including changes in share 
and/or unit value and reinvestment of all dividends and/or distributions and do not take into account sales, redemption, distribution or optional 
charges or income taxes payable by any securityholder that would have reduced returns. Mutual funds are not guaranteed; their values change 
frequently and past performance may not be repeated. The information contained in this commentary is designed to provide you with general
information related to investment alternatives and strategies and is not intended to be comprehensive investment advice applicable to the 
circumstances of the individual. We strongly recommend you consult with a financial advisor prior to making any investment decisions.
References to specific securities are presented to illustrate the application of our investment philosophy only and are not to be considered 
recommendations by AGF Investments. The specific securities identified and described herein do not represent all of the securities purchased,
sold or recommended for the portfolio, and it should not be assumed that investments in the securities identified were or will be profitable. This 
document is intended for advisors to support the assessment of investment suitability for investors. Investors are expected to consult their 
advisor to determine suitability for their investment objectives and portfolio 
 
The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used as a 
basis for or a component of any financial instruments or products or indices. None of the MSCI information is intended to constitute investment 
advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. Historical data 
and analysis should not be taken as an indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information 
is provided on an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of its 
affiliates and each other person involved in or related to compiling, computing or creating any MSCI information (collectively, the “MSCI Parties”)
expressly disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-
infringement, merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no
event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost 
profits) or any other damages. (www.msci.com) 
 

 
 
Publication date: July 11, 2016. 


