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Basics about SRI funds

= Financial product which is designed to meet
environmental, ethical, and social criteria

= |nvestment funds are a portfolio of stocks, bonds and

cash -> risk reduction

Typically 40-120 stocks and/or bonds selected according to
sustainability criteria
Fund manager aims to outperform the market
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Types of eco-ethical funds
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Basic motivation for study

= Large overlap of portfolios of SRI-funds and
regular equity funds

= Similar sector allocation of both types of funds

Portfolio manager follow the benchmark (MSCI,
SP500)

= Both effects -> no differentiation of the two fund
types’ environmental impact (null hypothesis)
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Goal

= Assessment of the environmental impact of a
1000% investment into an equity fund.

= Comparison of environmental impacts of SRI-

funds with regular funds

For for each type 13 funds with benchmark MSCI
For for each type 15 funds with SP500
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Method

= Portfolio analysis to track decisions of portfolio
manager with respect to financial and

sustainability goals
Portfolio composition and sector allocation
|O-LCA with CEDA (Sangwong Suh, Univ. Leiden)
Environmental ratings of 400 companies from SIRI

= Statistical analysis to compare regular and SRI
funds
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Sector and industry classification (GICS)

Sector Industry

10 Energy > 101010 Energy Equipment & Services
15 Materials 101020 Oil & Gas

20 Industrials _ _ 151010 Chemicals

25  Consumer Discretionary 151020 Construction Materials

30 Consumer Staples 151030 Containers & Packaging

35 Health Care 151040 Metals & Mining

40 Financials 151050 Paper & Forest Products

45 Information Technology

50 Telecommunication Services

95

Utilities
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MIET/CEDA for Industries

11 to 20 El points 80 to 2000 El points
per 1 Mill $ goods purchased: per 1 Mill $:
=|nsurance =Building Products
=Commercial Banks =Air Freight & Logistics
=Consumer Finance =Airlines
=Communications Equipment =\Water Ultilities
=Wireless Telecommunication =Electric Utilities
Services =Chemicals

"|nternet Software & Services

=*Energy Equipment & Services

=|T Services =Metals & Mining
=Software =Gas Utilities
=Real Estate =Qil & Gas

June 7, 2005 Dr. Thomas Koéllner, ETH-NSSI, thomas.koellner@env.ethz.ch



Eidgendssische Technische Hochschule Ziirich v " e
Swiss Federal Institute of Technology Zurich 8 ; : e e T ———
—- - . -

- ﬁ i 1

Env. impact of an investment
Investment Market

Company i

Net asset Investment [$]
value of fund » Market cap [$]

B 7

Ownership [%]
I
Responsibility for
X % of activity

Consumer Market

v
: Production :
Sal COGS
Final demand ales [8] | Economio value 51, Supply chain
[$] added [$] Producer price [$]
Resources,
Environment emissions [
Environm.
impact

[El points]

June 7, 2005 Dr. Thomas Koéllner, ETH-NSSI, thomas.koellner@env.ethz.ch




Eidgendssische Technische Hochschule Zirich
Swiss Federal Institute of Technology Zurich

Regular funds

Fund name Count Total
of assets in

stocks mill $

DEXIA INDEX WORLD 588 97
POSTSOLEIL EUROPE 57 16
ALBATROS AKTIEN INTL OP 66 4
UNIGLOBAL -NET- 214 935
KOELNER-AKTIENFONDS-UNION+ 69 14
DWS KONSUMWERTE 60 32
ML OFFSHORE ST-GLOBAL FUND 138 96
ACTIVEST LUX GLOBALGROWTH 113 104
PICTET F-GLOBAL EQT SEL-P 51 86
WM FUND GLOBAL GROWTH-B 30 7
ACTIVEST LUX MF BALANCD EQ-N 106 118
INVESCO GT GLOBAL VALUE-A 77 33
UBS ACCESS SICAV-GL EQUITY-B 301 535
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SRI

funds
Fund name Count of Total
stocks assets in
mill $
SALZBURG-KLASSIK OEKO TRND-A 117 5
DEXIA SUSTAIN ACCENT SOCIAL 88 71
DEXIA SUSTAIN WORLD LG CAPS 68 51
DEXIA SUSTAINABLE ACCENT EAR a0 10
SWISSCA GREEN INVEST 105 175
RAIFFSN FUTURA GLOBAL STOCK 44 43
DLI GLOBAL QUALITY 97 8
SEB INVEST OEKOLUX 88 45
UBS LUX EQTY-ECO PERFORM-BSfr 119 216
ING (L) INV-SUSTAIN GRWTH-PC 81 40
SAM SUSTAINABLE WATER FUND 39 72
ABN AMRO SOCIAL RESPONS EQ-A 68 6
HENDERSON HORIZ-GL SUST [-A2 80 3
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Results A

Portfolio composition and sector
allocation of investment funds
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Sector allocation

Weight Number Env.
in % of stocks Ratings
GICS Sector Benchm  Regular SRI E Regular SRI % of
ark funds funds funds funds  stocks
Mscl”

Energy 8.2 8.1 5.3 -2.8 101 52 35.9
Materials 5.3 5.2 4.4 -0.8 123 53 50.0
Industrial 10.6 7.1 13.2 6.1 181 143 37.3
Consumer Discretionary 12.4 15.1 10.3 -4.8 312 137 56.8
Consumer Staples 8.8 8.6 8.4 -0.2 168 91 62.2
Health Care 10.2 10.6 9.9 -0.7 150 93 72.0
Financials 24.5 20.4 20.8 0.4 387 199 63.5
Information Technology 11.2 10.3 11.8 1.5 204 154 67.6
Telecommunications 4.7 6.5 6.3 -0.2 97 68 69.1
Utilities 4.1 3.1 4.7 1.6 76 42 57.6

missing 4.9 4.9 0.0 78 53

Total 100.0 100.0 100.0 1877 1085
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Results B

Do SRI funds financially perform better
than regular funds?
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Financial performance

Regular funds SRI funds Sign.
VA Mean Std. Dev Mean Std. Dev
2000 to 2004 Perform. in % 3.6 7.8 2.2 5.9
Z Volatility in % 16.4 2.6 16.4 1.4
7 RAP in % 4.7 11.2 2.6 5.8
yA Beta 0.9 0.2 1 0.1
2004 Perform. in % 11.5 6.2 14.4 5.1
Z \Volatility in % 11.1 2 11.2 1.9

Z RAP in % 10.5 4.8 12.5 3.6 *
7 Beta 1.1 0.2 1.1 0.2
Total assets 159.8 271.1 57.2 66.5

in mill $

* p<0.10, **<0.05
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Results C

Do regular funds and SRI funds differ
with respect to impact of their portfolio?
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Differences of Env. Rating

regular funds

SRIfunds
N=1034 N=633

25%= Mean 5.46 - Mean 6.21
StDev 1.92

StDev 1.72
20%"

Percent
o
2

10%™

5%

2 4 6 8 10
Env. Rating

t-test of means
p <0.001**
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Env. impact of 1000 $ investment

1000 /1000 __,

Investment

85/63GJ* _,|  Eund

Energy

8560 / 7640 | __,

Water

160 /140 kg __,

Ores

Reqgular / SRI

Portfolio

—>

115/144 $
Performance p. a.

28/20 % **
External costs

680 / 460 kg *
CO, equ.

* p<0.10, **<0.05
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Ranking of regular and SRI-funds

regular funds SRIfunds
I
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Sensitivity Analysis

% of total Regular SRI Sig.
200% env. funds funds
X
\ damage in
150% ‘ ; El points
—+x25% Mean Std. Mean  Std.
100% x50% Dev. Dev.
» —*—x100% | 200% 0.19 0.12 0.12 0.05=
50% = x200% | 100% 020 013 012 0.06*
50% 0.20 0.13 0.12 0.06 *
0% ‘ ‘ ‘ ‘ 25% 0.20 0.13 0.13 0.06 *
1 3 5 7 9
Environmental rating * p<0.10

June 7, 2005 Dr. Thomas Koéllner, ETH-NSSI, thomas.koellner@env.ethz.ch



Results D

How differ stocks with respect to
membership in regular and SRI-funds?
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Difference in environmental rating by SIRI

MSCI

] Iiﬁ% b E}g§ ﬁ !l stosksin

5 [
} I
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1
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N= 13 3 4312 5929 8139 16887 10754 10966 22250 12817 62 52 44 24
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Earnings in mill $

MSCI
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Growth of earnings

MSCI
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Conclusion |

= |tis possible to assess env. impact of portfolios

= Differences of mean of environmental ratings
between regular and SRI funds are very small

= SRI funds have less environmental impact
compared to regular funds, but both need
energy and emit CO, to produce money!!

= Env. impact is driven by sector allocation
Company specific ratings were not important

Dr. Thomas Koéllner, ETH-NSSI, thomas.koellner@env.ethz.ch
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Conclusion |l

= Sector/industries, not only companies must be
taken into account in sustainability assessments

=S
a
=S

RI portfolio manager need to optimize sector
ocation for financial and sustainability criteria!!

Rl funds have other positive impacts
voting practices with respect to sustainability goals

direct communication with companies can trigger
Improvement
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Thanks

= Corinne Moser, Patrick Wirth and Basil Vitins from Care

Group for information on fund portfolios

= SiriGroup for data on environmental performance of

companies

= Sangwong Suh for CEDA data
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