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SG investing is a form of sustainable investing that also focuses on an investment’s financial returns. ESG
covers Environmental, Social, and Governance concerns. Companies may focus on one or all of these
criteria. Environmental criteria issues consist of carbon emissions, climate change, pollution, and conservation
efforts. Social criteria include labor practices, health and safety, supply chain relationships, harmful products
or services, community impact, and data privacy. Governance criteria include company leadership, executive
pay, audits, internal controls, shareholder rights, disclosures, conflicts of interest, political contributions,
and fraud. Companies that are taking proactive steps in these areas to benefit society would therefore be
considered for investment.
Responsible Investing Types:
There are other forms of investing similar to ESG that have been used for decades. One very common type
is Socially Responsible Investing, or SRI for short. This method goes a step further than ESG by excluding
investments from a portfolio and selecting ones that follow specific ethical guidelines. Such ethical guidelines
vary by investor and could have an underlying bias based on their personal values, religion, or political opinions.
This results in profit not being as important compared to ESG and will be different based on individual investors
views rather than a common factor used in ESG portfolios. SRI’s overall goal is to generate returns, but without
violating one’s social conscience.
There is also the term Impact Investing that ensures investments have a positive impact in some way. Impact
Investing’s goal is to help businesses and organizations accomplish goals that are also benefitting the
environment or society. The overall strategy is to use investment capital for positive social outcomes. These
funds report on financial performance and attempt to generate a quantifiable positive social impact such as
reduction of carbon footprint by a certain number of units or by the number of schools that have been built in
under privilege areas. Impact investors are often able to invest in funds whose cause is not directly related to
the public financial markets such as community development and helping those in poverty.
Why is it Important?
Many studies show that a growing number of investors are looking to invest in companies which have a positive
impact on society or the environment. As online investing platforms are becoming more accessible to the public,
the average age of investors is decreasing. As younger investors are participating in investing, they are more
inclined to invest in ESG companies. About one-third of millennials have some investments or are exclusively
invested in securities that take ESG factors into account, compared to only 2% of the baby boomer population.i
Considering ESG factors are becoming more important to investors it is expected to be a continually growing
space. In 2020 funds that used ESG principals doubled their growth of net new money invested by $50.1 billion.
In the same year ESG funds also made up about a quarter of the money in all US stock and bond mutual funds.ii
Most financial firms have pledged in some way to integrate ESG into their portfolios. This is becoming more
accessible as most companies are looking to be more environmentally friendly and focused on increasing
the diversity of their employees and board of directors. For the environmental side this is evident by car
manufacturers for example creating electric vehicles and pledging to go completely electric in future decades.
Even Fed-Ex and the United States Postal Service have committed to investing in fuel-efficient and electric
vehicles. Many companies are also making plans to recruit a more diverse workforce. Companies that are
progressing towards goals such as these can then be options to implement into an ESG portfolio.
There are other countries that have taken even greater initiatives towards ESG investing compared to the
United States. In some countries there are regulations that require companies to follow ESG criteria and create
an ESG report at the end of the year and post it publicly for investors. By the end of 2020 New Zealand, Norway,
Singapore, Sweden, and Iceland had the highest environmental, social, and governance scores. Given this
past year these scores included aspects of how a country responded to Covid-19. The scores also incorporated
the impact of disease, government intervention, and vulnerability to the country’s population.iii For reasons
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like these it results in being a more popular investment option overseas than in the United States. Europe for
example has taken approaches towards ESG investing years before it became as popular in the US, resulting
in Europe accounting for almost 70% of global ESG mutual fund assets as of December 2020. The ESG gap
between Europe and the United States exists in fixed income as well. In December of 2020 European green
bond issuers raised almost $100 billion more compared to the US.iv
ESG Returns:
One common concern by investors is that ESG may have a good impact on society, but it may not be good for
portfolio performance. However, multiple valuations of a variety of funds have been conducted to prove that
ESG funds have similar returns to the S&P 500 index. From 2,200 individual research studies on ESG, it was
found that 90% of such studies resulted in a non-negative relationship to Corporate Financial Performance.v
Majority of the studies even reported in a positive performance resulting in more profit.
During the Covid-19 pandemic ESG funds outperformed the market, thus providing more evidence
environmental, social, and governance related funds tend to do best in turbulent markets. The S&P 500 Global
Market Intelligence analyzed 26 ESG exchange-traded funds and mutual funds with over $250 million in assets
under management from March 5, 2020 to March 5, 2021 and found that 19 of those funds outperformed the
S&P 500 index. These funds rose between 27.3% to 55% in that one-year period compared to the S&P 500’s
increase of 27.1%.
In fact, Morgan Stanley conducted research to compare the performance of sustainable funds to traditional
funds from 2004 to 2018 and found that they were in line with each other. During this time period there were
bear markets, especially the Great Recession, that were tested to find the difference between funds in many
turbulent market times. These funds had some sporadic and inconsistent differences but were not statistically
significant. This study even showed that sustainable investing funds are less risky than traditional funds.
ESG Risks:
Although ESG investing may have many benefits, there are still some risks that come along with this form of
investing. For example, there are not universal ESG standards for evaluating ESG performance. Because ESG
criteria can vary depending on what each individual investor wants in their portfolio this creates inconsistencies
in ESG portfolios. Since criteria varies by what aspects you want to focus on, you must research different funds
that align with your areas of interest. On top of this, companies are not required to report their ESG data and
could voluntarily stop reporting. Another risk is that there is no long-term data on ESG companies’ financial
performance. ESG companies are still relatively new so there will not be as many financial reports to pull from
to predict their future performance as accurately.
Conclusion:
ESG investing is becoming more popular with investors. It is a growing area of investing all around the world.
As time goes on ESG criteria is increasing its importance for individuals and companies. It can provide similar
return opportunities as traditional investing, and in the end should benefit society overall. Given the benefits
while not sacrificing performance it is relatively safe to say ESG investing is here to stay. Please contact a
member of the Regions Wealth Management team for additional information about Regions ESG philosophy
and how Regions Asset Management can tailor an ESG portfolio to meet your specific ESG desires.
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The content and any portion of this newsletter is for personal use only and may not be reprinted, sold or redistributed without the
written consent of Regions Bank. Regions, the Regions logo and other Regions marks are trademarks of Regions Bank. The names
and marks of other companies or their services or products may be the trademarks of their owners and are used only to identify such
companies or their services or products and not to indicate endorsement or sponsorship of Regions or its services or products. The
information and material contained herein is provided solely for general information purposes. Regions does not make any warranty
or representation relating to the accuracy, completeness, or timeliness of any information contained in the newsletter and shall not
be liable for any damages of any kind relating to such information nor as to the legal, regulatory, financial or tax implications of the
matters referred herein. This material is not intended to be investment advice nor is this information intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Any opinions expressed herein are given in good faith, are
subject to change without notice, and are only current as of the stated date of their issue. Regions Asset Management is a business
group within Regions Bank that provides investment management services to customers of Regions Bank.
Employees of Regions Asset Management may have positions in securities or their derivatives that may be mentioned in this report
or in their personal accounts. Additionally, affiliated companies may hold positions in the mentioned companies in their portfolios
or strategies. The companies mentioned specifically are sample companies, noted for illustrative purposes only. The mention of the
companies should not be construed as a recommendation to buy, hold or sell positions in your investment portfolio.
Neither Regions Bank nor Regions Asset Management (collectively, “Regions”) are registered municipal advisors nor provide advice
to municipal entities or obligated persons with respect to municipal financial products or the issuance of municipal securities (including regarding the structure, timing, terms and similar matters concerning municipal financial products or municipal securities
issuances) or engage in the solicitation of municipal entities or obligated persons for such services. With respect to this presentation
and any other information, materials or communications provided by Regions, (a) Regions is not recommending an action to any
municipal entity or obligated person, (b) Regions is not acting as an advisor to any municipal entity or obligated person and does
not owe a fiduciary duty pursuant to Section 15B of the Securities Exchange Act of 1934 to any municipal entity or obligated person
with respect to such presentation, information, materials or communications, © Regions is acting for its own interests, and (d) you
should discuss this presentation and any such other information, materials or communications with any and all internal and external advisors and experts that you deem appropriate before acting on this presentation or any such other information, materials or
communications.
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