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How 2021 became the year of ESG 

investing 
December 23, 2021 

FINANCIAL TIMES mftT 
THE WALL ~fREllf JOURNAL. Dec. 5, 2023 

RNANCE I rHVESTING I STREETWISE 

Green Investors Were Crushed. Now It's 
Time to Make Money. 
The lessons have been hard, and are a reminder of the basic facts of 
investing 

Big Bright Green Misery Machine 
Stockpricechangeth1s year 

10 
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1013 

10-yearTreasuryyieldpeak 

"" 
Brooke Masrers and Patrkk TemJMe-Wesr in New York 19 HOURS N::,Q 

Vestas WITTd Systems ADR 
Sourte. fact~t 

i!bf :Xf\U !Jork i.1Hmcs 

On Wall St .. 'Socially Responsible' Is 
Common Sense. In Congress, It's 
Political. 

r~ nvesting 'ESG' Is Too Important to Ax, 
Investors Say 

Bm •Bl&rVeYSOOWSVast maj,::(ily ofC-suiles, i'westors backESG 
•Sllf'Veyfindingsoome asESG fund !lowsshow amixed picture 

WSJ 
Wall Street's ESG Craze Is Fading 
Investors pulled more than $14 billion from sustainable funds this year 

By ShaneShifflm~ 

Nov.19,20235:J0amET 

How 'ESG' came to mean everything and 
nothing 

l'!'I, l'!'I, l'!I 
\Stt,-20<l,06.30CST 1:11:11:1 

WSJ 
I>clcnsc Sl.ocks Bcnclil From War, 
Renewing ESG Debate for Everyday 
Investors 
~,"::e~oi~eapoos ma<e,s t.lve ootpe<!ormed theS&P ,00 

Dec. 2, 2023. 

ESG INVESTING AT A CROSSROADS: 

2021: 2022: 2023: 
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Figure ES.4 Global GHG emissions under different scenanos and the emissions gap in 2030 and 2035 (median estimate 
and tenth to ninetieth percentile range) 
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Now for Some Good News About Climate 
By Ed Ballard [ Follow J 

Nov. 27, 202312=01 am ET 

Projected ownership costs for mid-range electric vehicles and internal-combustion-engine vehicles in 
key markets 
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• China 

Electric vehicles are cheaper 

( 

to own than conventional cars 

ICE vehicle 
average pnce 

- Europe 

Electric vehicle 
average price 

'JO 

'JO 

India 

2022 

111111§ U.S. 

2022 

Note: Proiect1ons from 2023 onwards; price includes purchase pr Ke and cost of use; future cost pro1ect1ons are based on 
historic trends. 
Source: Economics of Energy Innovation and System Trans1t1on 
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ESG INVESTING AT A CROSSROADS (2): 

Reasons to be a pessimist... ... or an optimist? 

https://www.unep.org 
/resources/emissions-
gap-report-2023 
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ESG INVESTING AT A CROSSROADS (3): 

... new data? 

... new risks and investment opportunities? 

... ... an investment style? 
... a methodology? 
... a risk management system? 
... 

... a philosophy? 

... an ideology? 

... “woke agenda”? 

... 
... hyperbole or nonsense? 
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Greenwashing 
['gren-. wo-shirJJ 

The act of providing the 
public or investors with 
misleading or outright 
false information about 
the environmental impact 
of a company's products 
and operations. 

~ lnvestopedia 

Progress Report on Greenwashing 

rr Financial Times 

Blowing the whistle on ESG 

In Desiree Fixler·s short time at Germany's top asset manager OWS Group, 

she made a ... In other words, she accused DWS of greenwashing. 

Jun 7, 2022-

rr Financial Times 

German police raid DWS and Deutsche Bank over 
greenwashing al legations 

German police raided the offices of DWS and its majority owner Deutsche 

Bank on Tuesday morning as part of a probe into allegations of ... 

May 31, 2022-

11 Financial Times 

DWS chief resigns after police raid over greenwashing claims 

The chief executive of Germany's top asset management firm DWS Group has 

resigned hours after the company's offices in Frankfurt were raided .. 

Jun 1, 2022 • 

Reuters 

DWS to pay $25 min to end US probe into greenwashing, 
other issues 

Deutsche Bank--controlled Investment firm DWS will pay $25 million to settle charges 

over misstatements regarding fts environmental. social,. .. 

sep 2s. 2023 

17' Financial Times 

SEC fines BNY Mellon over ESG in first case of its kind 

The US Securities and Exchange Commission has fined BNY Mellon's 

investment adviser division $1.Smn for allegedly misstating and omitting .. 

May 23, 2022 • 

► BNY MELLON WEALTH MANAGEMENT 

WHAT WEDO OUR THINKING OUR LOCATIONS 

rr Finan<:i al Time.s 

Goldman Sachs to pay $4mn penalty over ESG fund claims 
Goldman Sachs has agreed to pay a $4mn penalty over US regulatory charges that the 

bank's asset management division misled customers about .. 

Nov 22, 2022 

ESG INVESTING AT A CROSSROADS (4): “GREENWASHING”? 

2022: 

“ ... greenwashing is a practice 
where sustainability-related 
statements, declarations, actions, 
or communications do not clearly 
and fairly reflect the underlying 
sustainability profile of an entity, a 
financial product or financial 
service. This practice may be 
misleading to consumers, investors, 
or other market participants.” 
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GREENWASHING AND ESG INVESTING AT A CROSSROADS 

1. Background on ESG Investing 

- Matos (CFA Institute, 2020) “ESG and Responsible Institutional Investing Around the World: A Critical Review” 

2. Greenwashing: Do Investors “Walk the (ESG) Talk”? 

- Gibson Brandon, Glossner, Krueger, Matos & Steffen (Review of Finance, 2022) “Do Responsible Investors Invest 
Responsibly?” 

3. Does “Walking the (ESG) Talk” Result in Real Impact? 

- Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) “Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio?” 

4. Conclusions + Open Questions for Future Research 
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GREENWASHING AND ESG INVESTING AT A CROSSROADS 

DISCLAIMERS: 

Main message: 
- It’s good to have a healthy dose of skepticism! 

- ESG investing is undergoing a shakeout in which “greenwash” and “hype” lose out but I see ESG factors 
increasingly part of the toolkit for investors to succeed (and for us as professors and students)! 

Caveats: 
- a biased focus on my own journey in this topic (with special thanks to my co-authors!) 

- there are a lot more papers than the ones I’ll cite, there are many other good surveys (e.g. Starks AFA 
Presidential address 2023) and do watch Kelley ICG /ECGI Public Lectures on ESG! 

- beware of ESG “competency greenwashing” and recall Alex Edmans: “1.A story is not fact (it may not be true) 
... 2. A fact is not data (it may not be representative) ... 3. Data is not evidence (it may not be supportive) ... 4. 
Evidence may not be proof (it may not be universal) ... Even if you've documented causation (not just 
correlation) in one setting, it may not apply to other settings. Beware of studies that claim indisputable proof!” 
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ESG AND RESPONSIBLE 
INSTITUTIONAL INVESTING 
AROUND THE WORLD 
A CRITICAL REVIEW ENVIRONMENTAL -

• Climate change and 
carbon em i i n 

• I atural re ur e u e 
and energy and water 
management 

• Pollution and wa te 

• Ecode ign an I innovation 

Soc1AL GovERNANCE - -
• Workforce health and • hareholder right 

• 

• 

afety, diver ity, and 
• ompo ition of board training 

of director (i ndepen-
u tomer and product dence and diver ity) 

re pon ibility 
• Management compen 

ommunity relation tion policy 
and charitable activities 

Fraud and bribery • 

1111 1111 -■"' ''' - LUI - I '" ' " 

II . . . .. !I 

a-

• Investors: 

• 

A GLOBAL SUSTAINABLE 
~ INVESTMENT ALLIANCE 

REVIEW 2020 

Global SUSlallllble 
inYestment al 

$35.3 trillion 

Corporations: 

BlackRock. 
"A Fundamental Reshaping of Finance" 

ASrATESTREET 

The "Responslblhly" Factor 

ti- Vanguard" 

The Four Principles of Good Governance 

On August 19, 2019, nearly 200 CEOs of America's largest companies 

Statement on the Purpose of a Corporation 

"We commit to: 
r Delivering value to our customers ... 
,. Investing in our employees ... 
,. Dealing fairly and ethically with our suppliers ... 

r Support ing the communities in which we work ... 
,. Generating long term value for shareholders ... " 

Source: 8~ Business Roundtable 

TAKING A STEP BACK ... DEFINING “ESG INVESTING” 

https://rpc.cfainstitute.org/en/research/foundation/2020/esg-and-responsible-institutional-investing 
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ESG AND RESPONSIBLE 
INSTITUTIONAL INVESTING 
AROUND THE WORLD 
A CRITICAL REVIEW 
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TAKING A STEP BACK ... DEFINING “ESG INVESTING” (2) 

https://rpc.cfainstitute.org/en/research/foundation/2020/esg-and-responsible-institutional-investing 
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■ p R 11 Principles for 
■■ Responsible 

■■■ Investment 

AN INTRODUCTION TO 

RESPONSIBLE 
INVESTMENT 

1968 
A shareholder 
propo&al seek ng to 
stop Dow Chemi"il 
Com p.-ny from 
manofactL1ring 
napalm spark 
debate over 
shareholder rights 

1971 
Launch or P 
World Fund, 
he fir ocially 

I End Apartheid 

igBos 
Widespread 
disinvostment 
from South 
Africa Jn prot 
of partheld 

PAX 
Pax llbrid Mutwil Funds 

responsib le muto I 
fund in thQ US 

O ceres 
1989 
Investors and 
other stakeholders 
publish the 
CERf f'rinc1pl,:,s 
following th 

;,;on Valdez oil 
pi ll 

9 O 
I.Ilunc'1 of th 
Domini 400 Social 
Ind x, on of 
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r&spon-sibl !l indkes 

1999 

~'1 ffi' ~ ~ IJl.ij SUSTAINABLE ~ 
r.t DEVELOPMENT ~ 

~ GOALS ~ 

~ ~ '<l4J!i~ 
2015 

2019 
Formation of the 
UN-..t_onvw"d 
N~•t-Z<'ro As~et 
Qlol(n('r Alli m::e 

Launch of 
Dow Jones 
Sustainability 
Indices 

United Nations 
sets th~ 
Su~! 1111 IJI 
JJevdop111r-111 

L 11 r,11111.:worh 
fc,r lfllll , t report 

published 

2 008 
World B nk 
Issues first 
I b II cl11;r n 
bond 

zoo6 
Launch of th 
Principles for 
Responsible 
Investment (PR!) 

2005 
Fre~hf11•l<!s rr:>por 
on ESG integration 
and fiduciary duty 
publ~hed 

o;il• (SD~) 

Climatea 
2017 Action1~ 

en or 
itr /\r IQfl 

the larg t­
oratlve 

nt by 

2011 TCFD 
The T, bhr n 

l1rri:ite3el;i cl 
.Dn.airual QjSCiosures 
(TCFO) re leases 
initial disclosure 
recommendations 

2 0ZO 
Th CEO of Rio 
Tinto l e ,1 • mid 
pre sur from 
st. k hold rs, 
indud11,g 
investors, 
following the 
destmctlon of 
sacred Indigenous 
sites 

TWO STEPS BACK ... SHORT HISTORY OF ESG INVESTING 

https://www.unpri.org/investment-tools/introductory-guides-to-responsible-investment 
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WHAT’S DRIVING ESG INVESTING? 
ESG issues and financial performance? 

PRI Principles? 
1: We will incorporate ESG issues into investment 
analysis and decision-making processes. 
2: We will be active owners and incorporate ESG 
issues into our ownership policies and practices. 
3: We will seek appropriate disclosure on ESG issues 
by the entities in which we invest. 
4: We will promote acceptance and implementation 
of the Principles within the investment industry. 
5: We will work together to enhance our 
effectiveness in implementing the Principles. 
6: We will each report on our activities and progress 
towards implementing the Principles. 

SDGs? Paris Alignment? 

https://www.unpri.org/investment-tools/introductory-guides-to-responsible-investment 

Biden Vetoes Anti-ESG Investing Legislation? 

Value = Improve Investments? 
 Control risk? Enhance returns? 
Values = Improve the World? 
 Do no harm? Make a difference? 
Drivers: shifting social landscape and 
evolving investor preferences? 

Disclosures? 
Stewardship? 
Taxonomies? 

https://www.unpri.org/investment-tools/introductory-guides-to-responsible-investment


    
   

    

    
  

MnRNINGSTAR Global Sustainable Fund Flows: 03 2023 in Review 
Oc1. 25, 202.3 Inflows decrease further amid gloomy markets, but Europe continues to 

show res ilience . 
Exhibit 3 Quarterly Global Sustainable Fund Assets !USD Billion) 

Billions 
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Source. Morningstar Direct. Manager Research. Data as of September 2023 

Exhibit 2 Quarterly Global Susta inable Fund Flows (USO Billion) 
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HOW BIG IS ESG INVESTING? 
Depends where you look!!! 

... $2.7 trillion (2023-Q3)? 

Morningstar: Global Sustainable Fund 
Flows Q3 2023 
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Bloomberg 
Global ESG Market Shrinks After 
Sizable Decline in US 
■ The industry's assets fell to $30.3 trillion from $35 trillion 

• Drop in US tied to change in methodology for calcuating number 

November 28, 2023 , 

FIGUREt 
Snapshot of global sustainable investing assets, 
2016- 2022 (USO billions) 

REGION 2016 2018 2020 2022 

Europe 12,040 14,075 12,017 14,054 

Canada 1,086 1,699 2,423 2,358 

Australia 8c 
New Zealand 

516 734 906 1,220 

Japan 474 2,180 2,874 4,289 

Sub-total 
14,115 18,688 18,220 

(USO Bllllon1) 
21,921 

%change 3296 -396 2096 

United States 8,723 11,995 17,081 8,400 

Total 
(USO Bllllon1) 22,838 30,683 35,301 30,321 

% Ch8';2_6 34% 1596 n/a 

Noh,, 2.022 not tppllcobl• duci 10 n chonlilo ln mothodotog~ 

® Global sustainable 
investment at 

$30.3 trillion 

GLOBAL 
SUSTAINABLE 
INVESTMENT 
REVIEW 2022 

HOW BIG IS ESG INVESTING? 
Depends where you look!!! 

... $2.7 trillion (2023-Q3)? 

Morningstar: Global Sustainable Fund 
Flows Q3 2023 

... $30 trillion (2022)? 

GSIA: Global Sustainable Investment 
Review 2022 
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p R 11 Pnnc,ples for 
■■ Responsi bl e 

■■■ Inves tm en t 

PRI growth 2006-2021 

llundef"miln•fflWnt (USStrillton) 
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6o 

40 

2006 2007 2008 2009 2010 2011 

-e-- Number of Signatones 
_.,... Number of Asset Owners 

N • Sia;natoriH 

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 

- Assets undtt manage~nt 
- Asset Owne~· Assets under management 
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HOW BIG IS ESG INVESTING? 
Depends where you look!!! 

... $2.7 trillion (2023-Q3)? 

Morningstar: Global Sustainable Fund 
Flows Q3 2023 

... $35 trillion (2022)? 

GSIA: Global Sustainable Investment 
Review 2020 

... $120 trillion (2021)? 
PRI: UN-Sponsored Principles for Responsible Investment 

https://www.unpri.org/about-us/about-the-pri 14 
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. . . 
Helping to Green the Planet 

or Just Greening Your Portfolio? 

~------------... -_ .. ___ ..,. __ ,.. ____ ,.__,. _____ .. _ 

MY RESEARCH ON ESG INVESTING 
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■■ Responsible ■_ p R 11 Pnnc1ples for 

■■■ Investment 

THE SIX PRINCIPLES AND 
SIGNATORIES' COMMITME T 

4 

We will incorporalil! ESG issues into investment analysis 
and docis Ion-making proc&.sS&cs. 

We will be active owners and incorporate ESG issues 
into our ownership poH:cies and practicM. 

We will seek appropriate disdosure on ESG issues 
by the entities in which we invest 

We will promote a.cc.C!ptanco and implem ntatlo.n of tho 
P-rinciplM w ithin t ho im,estment industry. 

We will work together to enhance our eff«:tivenes.s 
in implementing the Principles. 

We will each report on our activities and progress 
towards Implementing th«! Pr inciple5. 

• NYSE Group 

Matos (CFA Institute, 2020) ESG and Responsible Institutional Investing Around the World: A Critical Review 

Launched in 2006, the Principles for Responsible Investing (PRI) is widely recognized as 
the most influential organization devoted to the advancement of ESG investing globally 

https://www.unpri.org/about-us/about-the-pri 

Source: PRI Annual Report 2020 https://www.unpri.org/annual-report-2020/how-we-work/more/new-and-former-signatories 
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■■ Responsible ■_ p R 11 Pnnc1ples for 

■■■ Invest ment 

T HE SIX PRINCIPLES AND 
SIGNATORIES' COMMITME T 

4 

We will incorporalil! ESG issues into investment analysis 
and docis Ion-making proc&.sS&cs. 

We will be active owners and incorporate ESG issues 
into our ownership poH:cies and practicM. 

We will seek appropriate disdosure on ESG issues 
by the entities in which we invest 

We will promote a.cc.C!ptanco and implem ntatlo.n of tho 
P-rinciplM w ithin t ho im,estment industry. 

We will work together to enhance our eff«:tivenes.s 
in implementing the Principles. 

We will each report on our activities and progress 
towards Implementing th«! Pr inciple5. 

The PRI has grown consistently since it began in 2006: 

.Anc.b1111der mm1.l!m~t (U!.i lnlioo) 

,oo 

Bo 

6o 

•o 

•o 
750 

S"° 

o l,.!!:=~ !!!!1~:;t~ ::t;:c= i::::c= L..C:::::J...J_.J..,..L_J..,..L_J..,.L_l.,..L-.,J_-.,..L_.._..L_L,.L...JL,JL.J.J.:0 

.....,.._ Niid:JtT mf5.IW';a1one, 

_..... Nt.Jnml!'I' cfasset.O"Mle'rs 
- Tat.II illlds undrr m.uus~t 

- ks.et OWTiers' llSR!l.5 under ~eml!'nl. 

Matos (CFA Institute, 2020) ESG and Responsible Institutional Investing Around the World: A Critical Review 

Launched in 2006, the Principles for Responsible Investing (PRI) is widely recognized as 
the most influential organization devoted to the advancement of ESG investing globally 

https://www.unpri.org/about-us/about-the-pri 

Source: PRI Annual Report 2020 https://www.unpri.org/annual-report-2020/how-we-work/more/new-and-former-signatories 
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■■ Responsible ■_ p R 11 Pnnc1ples for 

■■■ Invest ment 

THE SIX PRINCIPLES AND 
SIGNATORIES' COMMITME T 

4 

We will incorporalil! ESG issues into investment analysis 
and docis Ion-making proc&.sS&cs. 

We will be active owners and incorporate ESG issues 
into our ownership poH:cies and practicM. 

We will seek appropriate disdosure on ESG issues 
by the entities in which we invest 

We will promote a.cc.C!ptanco and implem ntatlo.n of tho 
P-rinciplM w ithin t ho im,estment industry. 

We will work together to enhance our eff«:tivenes.s 
in implementing the Principles. 

We will each report on our activities and progress 
towards Implementing th«! Pr inciple5. 

■ Net new signatories vs 2017/18 lncre se 

1' AS ol )Ul H>r<h 2020 
z Nrt new !li!Mtorle• "nc:o , Apn12019 

Matos (CFA Institute, 2020) ESG and Responsible Institutional Investing Around the World: A Critical Review 

Launched in 2006, the Principles for Responsible Investing (PRI) is widely recognized as 
the most influential organization devoted to the advancement of ESG investing globally 

https://www.unpri.org/about-us/about-the-pri 

European-based 
institutional investors 
lead in PRI signatories 

Source: PRI Annual Report 2020 https://www.unpri.org/annual-report-2020/how-we-work/more/new-and-former-signatories 
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Table 2. Top PRI Reporting Signatories by Region (as of 2019) 

Signatory TotalAUM 
Region Investor Name Year Type* (in US$ bn) 

Europe Amundi 2006 IM $1,626 

AXA Group 2012 AO 1,625 

Credit Suisse Group AG 2014 IM 1,354 

Legal & General Inv. Mgmt. 2010 IM 1,201 

Norges Bank Investment Management 2006 AO 976 

North America BlackRock 2008 IM 5,976 

The Vanguard Group, Inc. 2014 IM 4,867 

State Street Global Advisors 2012 IM 2,511 

Fidelity Investments 2017 IM 2,420 

Capital Group 2010 IM 1,677 

Rest of the world GPIF 2015 AO 1,377 

Japan Post Insurance Co. 2017 AO 660 

Korea National Pension Service 2009 AO 569 

Sumitomo Mitsui Trust Asset Mgmt. 2006 IM 554 

Nippon Life Insurance Co. 2017 AO 529 

*IM stands for investment manager; AO stands for asset owner. 

Figure 5. Statistics on PRI Signatories Reporting in 2019: 
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25% 
• 10-lOObn [USSOtrln; 392] 

82% 
33% 

■ 1-lObn [USSOtrln; 522] 

16% 31% ■ <I bn [USSOtrln; 495] 

~ %-

% ofAUM % of Signatories 

PRI Signato1ies' Portfolio -
Percent AUM by Asset Class 

CashT Other, 

Infrastructure, l 4% 
1% 

Property, 4 

Private Equity, 
3% 

Matos (CFA Institute, 2020) ESG and Responsible Institutional Investing Around the World: A Critical Review 

https://rpc.cfainstitute.org/en/research/foundation/2020/esg-and-responsible-institutional-investing 
19 

https://rpc.cfainstitute.org/en/research/foundation/2020/esg-and-responsible-institutional-investing


   

  
 

 

  
 

  

  
  

  
 

  
   

  

 
   

 
 

 
  

 
 

 
    

  
  

   
 

   
  

    
    

 

■ p R 1 1 Pnnc1ples for 
■■ Responsibl e 

■■■ Invest ment 

• GLOBAL SUSTAINABLE 
INVESTMENT ALLIANCE 

-~~ . 
~i~ CFA Institute 

HOW TO INVEST RESPONSIBLY? 
Buy? Sell? 

Screening  / Thematic 
- Negative screening 
- Positive screening 
- Norms-based 

Screening: 
• Negative screening: The exclusion 
from a portfolio of certain sectors, 
companies, or practices based on 
specific ESG criteria. 
• Positive/best-in-class screening: 
Investment in companies selected 
for positive ESG performance 
relative to industry peers. 
• Norm-based screening: Screening 
of investments against minimum 
standards of business practice based 
on international norms. 
Thematic: 
Investment in assets specifically 
related to sustainability (e.g., clean 
energy, green technology, or 
sustainable agriculture). 

Integration Engagement 
- Individual 

- Collaborative 
- Internal voting 

Integration: 
The systematic and 
explicit inclusion of 
ESG factors into 
financial analysis. 

Engagement: 
• Individual: The investor’s internal staff using 
shareholder power to influence corporate behavior, 
including through direct corporate engagement (i.e., 
communicating with senior management and 
company boards) and filing shareholder proposals. 
• Collaborative: The conduct of corporate 
engagement, as defined above; however, it is 
undertaken jointly with other investors. 
• Internal voting: The use of proxy voting guided 
by ESG guidelines where the voting decisions are 
undertaken internally and not outsourced to an 
external service provider. 

20 



              

  
 

 

   
   

    
    

          
 

100% 

80% 73% 

60% 

40% 

20% 

0% 
01) 

·§ ., 
t; 

VJ ., 
;,. 
-~ 
01) ., 
z 

Pe1·centage of PRI Signatories Us ing a Given 
Approach in Listed Equities - Breakdown 

87% 86 % 

33% 

Of) "O u Of) 

·§ ~ Of) .; 
"' ·"' c ., 
~ ~ ::! ., -= u a ..... VJ u 

ij 
;,. 

] 
., 

~ VJ ·E .§ 
P-, 

Oil 

~ 
0 
;,. 

"' 8 

Figure 6. ESG Incorporation-Extensive Margin: Percentage of PRI Signatories 
Using a Given Approach 

Matos (CFA Institute, 2020) ESG and Responsible Institutional Investing Around the World: A Critical Review 

Buy? Sell? When surveyed on ESG 
incorporation, a large 
fraction of PRI signatories 

Integration Engagement Screening  / Thematic report high levels of - Individual - Negative screening 
- Positive screening - Collaborative engagement, ESG 

- Internal voting - Norms-based integration and 
negative screening. 
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Percentage of Listed Equity Portfolio AUM to Which Approach is 
Applied - by Region 

100% 81% 77% 82% 
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Figure 7. ESG Incorporation-Intensive Margin: Percentage of Listed Equity 
Portfolio AUM to Which Approach Is Applied 

Matos (CFA Institute, 2020) ESG and Responsible Institutional Investing Around the World: A Critical Review 

Buy? Sell? When surveyed on ESG 
incorporation, a large 
fraction of PRI signatories 

Integration Engagement Screening  / Thematic report high levels of - Individual - Negative screening 
- Positive screening - Collaborative engagement, ESG 

- Internal voting - Norms-based integration (US) and 
negative screening (Europe). 

22 https://rpc.cfainstitute.org/en/research/foundation/2020/esg-and-responsible-institutional-investing 
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GREENWASHING AND ESG INVESTING AT A CROSSROADS 

1. Background on ESG Investing 

- Matos (CFA Institute, 2020) “ESG and Responsible Institutional Investing Around the World: A Critical Review” 

2. Greenwashing: Do Investors “Walk the (ESG) Talk”? 

- Gibson Brandon, Glossner, Krueger, Matos & Steffen (Review of Finance, 2022) “Do Responsible Investors Invest 
Responsibly?” 

3. Does “Walking the (ESG) Talk” Result in Real Impact? 

- Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) “Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio?” 

4. Conclusions + Open Questions for Future Research 
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Gibson Brandon, Glossner, Krueger, Matos & Steffen (Review of Finance, 2022) Do Responsible Investors Invest 
Responsibly? 

• Responsible investing (RI) no-longer a fringe phenomenon in financial markets 
• USSIF (2018): $12tn … GSIA (2018): $30tn … PRI (2020): >$100tn in assets? 
• What % of investors really implement ESG (or “greenwash”) and does it lead to more sustainable capital 

allocation? 

• … yet, only emerging academic work on RI by institutional investors 
• ESG policies 

• Dyck et al. (2019); Starks, Venkat & Zhu (2018); Gibson & Krueger (2018) 
• Active ownership on ESG issues 

• Dimson, Karakaş & Li (2015, 2018) 
• Valuation & social preferences for RI of investors 

• Hartzmark & Sussman (2019); Riedl & Smeets (2017), Ceccarelli, Ramelli & Wagner (2019); Krueger (2015); 
Hong & Kacperczyk (2009); Renneboog, Ter Horst and Zhang (2008) 

• Institutional investor surveys on ESG and climate risk issues 
• Amel Zadeh & Serafeim (2018); Krueger, Sautner & Starks (2019) 
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[ BlackRock ) 

oo e e 
Signed the Principles: 7 October 2008 

Signatory category: Investment Manager 

HQ: United States 

View latest Transparency Report 

DIRECT 
Listed equity (incorporation) 

DIRECT 
Listed equity {active ownership) 

DIRECT 
Fixed income 

LEI 01. Percentage of each incorporation strategy 

Oll Indicate (1) which ESG incorporation strategy and/ or combinat ion of st rategies you apply to your actively managed listed equities and (2) t he 

breakdown of your actively managed list ed equit ies by strategy or combination of strategies(+/ - 5%) 

E5G incorporation strategy (select all that apply) 

G21 Screening atone (i.e.. not combined with any other s.trategiesl 

Percentage of Jcti',e ti:.ted equity to 4 % 
whch the so-.:iteg/ is .ipp1Jed 

0 Themat ic alone (i.e. not combined with any other strategies) 

Percffl~ of active ti s,e<:1 equity to I % 
wllch the !itrJte-gy I!. ::ippl!ed 

'0 Integration alone [Le. not combined with any omer strategies! 

PercentJge of .xtwe lr!ited equity to 30 % 
whch the-str.lteg/ IS. .ipplied 

0 Screening and integration strategies 

Percent>ge of .ictive li~ted equity to I % 
whchthew.itegy 1s.ipplled 

0 Thematic and integration strategies 

Percem:age of .ictwe lf:;:ed equity to 1 % 
whchthe!itrJteg'/iS.Jpplj ed 

la Screening and thematic strategies 

Percent>ge of .ictive li~ted equity to I % 
wtlch the w.itegy IS .ipplled (·+ 
5111,l 

121 All ttv'ee strategies combined 

Percentage of JCtM lrs:e-:1 eq1J1ty to 1 % 
whch tile str.i":e9Y is .ipptied 

0 We do not apply iocorporation strategies 

Percentage of .:icove lrsted equrty to 61 ¾ 
which r,o strategy is .JWlled 

6.

7.

8.

9.

10.

11.

12.

Gibson Brandon, Glossner, Krueger, Matos & Steffen (Review of Finance, 2022) Do Responsible Investors Invest 
Responsibly? 

3. 

4. 

5. 

Source: https://www.unpri.org/signatory-directory/blackrock/948.article 
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l BlackRock. j 
Principles for Responsible Investment 

2020 Highlights 
BlackRock earned an A+ Strategy & Governance score, ref lect ing the strength of our overal l 

susta inable investing and ESG integra t ion prog rams. The med ian score for large asset 

managers w as A. 

BlackRock Investment Stewardshi p (BIS) earned an A+ for Listed Equity Active Ownership. 

Thi s stands out from the median score of B for large asset managers. 

Every BlackRock direct investment practice area improved its score w ith A+ earned in 

equities, fixed income, private equity, property, and infrastructure. BlackRock investment 

teams have ded icated significant resources in recent years to integrate ESG into investment 

practices and communicate thei r efforts clea rl y. 

BlackRock continues to in crease t rans parency and report on new practice areas. In 2020 we 

report ed our infrastructure solutions activities for t he first time and received an A+. 

Below is Black Rock's 2020 PRI assessment report card and for key h ighl ights in our subm iss ion, 

read our RI Tra nsparency Report. 

Full report> 

Strategy & Governance 

Listed Equity Incorporation 

Listed Equity Active Ownership 

Fixed Income SSA 

Fixed Income Corporate Financial 

Managed by Fixed Income Corporate Non-
BlackRock Financial 

Fixed Income Securitized 

Private Equity 

Property 

Infrastructure 

2019 BLK 2020 BLK 2020 
Score Score Median 

A+ A+ A 

A G A 

A+ A+ B 

A A• B 

A A+ B 

A A+ B 

B A B 

A A+ A 

A A• B 

A A+ A 

Gibson Brandon, Glossner, Krueger, Matos & Steffen (Review of Finance, 2022) Do Responsible Investors Invest 
Responsibly? 

Data (cont.): 
https://www.blackrock.com/corporate/sustainability/pri-report 

26 https://www.blackrock.com/corporate/literature/publication/blk-pri-public-transparency-report-2020-web.pdf

https://www.blackrock.com/corporate/literature/publication/blk-pri-public-transparency-report-2020-web.pdf26
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Gibson Brandon, Glossner, Krueger, Matos & Steffen (Review of Finance, 2022) Do Responsible Investors Invest 
Responsibly? 

Data (cont.): 
Data 3: Stock-level 

ESG data 
Data 2: Portfolio 

holdings data 
Data 1: PRI survey 

data 

Names 
Alliance Bernstein 

Korean NPS 
Norges Bank IM 

… 

MSCI / ASSET4 / SUST 

ISIN 
DE1001: Volkswagen 

CH1002: Novartis 
US1003: Exxon 

… 

DE1001 
CH1002 
US1003 

Names 

Alliance 
Bernstein 

ISIN 

NBIM 
2001 
2002 
2003 

Score = Stock-level 
average ESG score 

Portfolio-level ESG footprint = 
value-weighted ESG score of 
the stocks in the portfolio 
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Fig. L The growth of he Prin iple for Re ponsible lnves men 

A Number of non-PRI and PRI signatories over time B AUM coverage over time 

30 
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C US investors: AUM coverage over time D Non-US investors: AUM coverage over time 
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Time Time 

Gibson Brandon, Glossner, Krueger, Matos & Steffen (Review of Finance, 2022) Do Responsible Investors Invest 
Responsibly? 

Results: 

-> Growth in $ AUM -> Growth in 
of PRI signatories :number of PRI 
~60% by 2017 ! signatories 

-> U.S. PRI -> Non-U.S. PRI 
signatories: late, signatories: early, 
~ 50% of AUM ~75% of AUM! 
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Den ·ities of portfolio-level ESG footp rints: PRI signatories v •. non-PR I inve tor· 

A Total ESG score 

1.5 

-~ 1.0 
U) 

C: 
Q) 

0 

0.5 

0.0 

N/, 

Partfolio footpr imj,, = I wi,j ,, x Scor•;,, 
f= l 

4 0 
Portfolio-level total ESG score 

0 Non•PRI 

0 PRI 

Tobi 3. Is the ESG portfolio footprint differ nt for Pill siguatory institutional investors? 

PRI dummy 

Controls 
Ye r f1Xed fTects 
Observations 
Adjnsted R2 

PRJ dummy 

mrols 
Year fixed effects 
Qb,,ervations 
AdjlLstcd R' 

Total ESG footprint 
( I) 

- 0.05. (0.0.1) 

Yes 
Yes 

43,620 
0.35 

Total ESG footprint 
(1) 

0.07 ... (0.02) 

y 
Yes 

32,715 
0.2'1 

Panel 0: sampl 

Dependent 11anable: 

Enviroum ntal fooLprint. 
2) 

Panel 

- 0.0.'; (0.03) 

Yes 
Yes 

43,620 
0.36 

Environm 11lal foot.print. 
(2) 

0.05 ... (0.02) 

Yes 
cs 

32,715 
0.24 

ial footprint 
3) 

- 0.03 (0.02) 

Yes 
Yes 

43,620 
0.31 

ial foot.print. 
(3) 

0.OG ... (0.01 ) 

Yes 
Yeti 

32,715 
0.20 

Gov n1an footprint 
(4) 

- 0. 1-- (0.02) 

)'I -

Yes 
13,620 
0.25 

Cov rnancc footprint 
(4) 

0.0.1. (0.0'2) 

Yes 
Yes 

32,715 
0.17 

Gibson Brandon, Glossner, Krueger, Matos & Steffen (Review of Finance, 2022) Do Responsible Investors Invest 
Responsibly? 

PRI signatories “walk the ESG talk” in their portfolio Results (cont.): 
holdings, but US-domiciled PRI signatories do not: is it 
“GREENWASHING”? 

-> PRI signatories underweight 
“bad” ESG firms 
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Table 2. Statistics on the reported ESG strategies of PRl signatories 

100% 

25% 

All investor-year PRI observations 

%--Screening %-Thematlc 
Strategies 

%-tn1egrall0n 

Gibson Brandon, Glossner, Krueger, Matos & Steffen (Review of Finance, 2022) Do Responsible Investors Invest 
Responsibly? 

Results (cont.): 
• PRI survey uses commonly-used taxonomy of RI (Amel-Zadeh & 

Serafeim, 2018; CFAI, 2015; GSIA, 2018; see also AQR, 2019) 

Buy? Sell? 

-> this paper: Asset allocation Engagement 
“ESG - Screening Integration 
incorporation”! - Thematic - Individual / Collaborative 

Engagement & Voting 
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abl 5. r th E 

PRI: Fu lly committed 
PRI: Part iaJly committed 
PRI: ncommitted 

Controls and year fixed effects 
Ob ervations 
Adju ted R2 

PRI: Fully committed 
PRI: Partially committed 
PRI: Uncommitted 

Control and year fixed effect 
Ob ervation 
Adju ted R2 

tprint • f PRl ignat ri • dirt r nt by I in rp rati n. 

Panel B: US institutional inve tor 

Total ESG foot print 
(1) 

Yes 
17,641 
0.34 

Panel 

Total ESG footprint 
(1) 

0.09•• 0.02 
0.06 (0.03) 
0.06 (0.03) 

Ye 
12, 70 
0.22 

Dependent variable: 

Environmental footprint Social foot print 
(2) (3) 

- 0.06 (0.04) 

Yes 
17,641 
0.36 

S in titutional inve ·tors 

Yes 
17,641 
0.26 

Dependent variable: 

Environm ntal footprint ocial fo t print 
(2) (3) 

0.05 .. 0.02 0.07 .. 0.02 
o.or 0.03 0.07' 0.03 
0.03 (0.03) 0.05 (0.03) 

Ye Ye 
12, 70 12, 70 
0.23 0.17 

Governance footprint 
(4) 

- 0.03 (0.03) 

Yes 
17 641 
0.15 

Gov mane footprint 
(4) 

0.05 0.03 
- 0.05 (0.04) 
0.04 (0.04) 

Yes 
12, 70 
0.1 

Gibson Brandon, Glossner, Krueger, Matos & Steffen (Review of Finance, 2022) Do Responsible Investors Invest 
Responsibly? 

Results (cont.): 

-> US signatories with no ESG 
incorporation have worse (!) 
footprints than non-PRI 
investors … “greenwashing”? 

-> Non-US signatories with 
full or part ESG incorporation 
have better footprints 
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Gibson Brandon, Glossner, Krueger, Matos & Steffen (Review of Finance, 2022) Do Responsible Investors Invest 
Responsibly? 

“Greenwashing” in the U.S.: Why is there a 
continental divide in ESG incorporation? 

(1) commercial motives in the U.S.: 
US institutions receive higher investor flows after joining the PRI and are more likely to 
sign the PRI when they recently underperformed. 

(2) regulatory uncertainty about fiduciary duties in the U.S.: 
Regulatory shock in UK: UK PRI signatories improve their portfolio ESG scores relative to 
non-signatories in the UK after the regulator’s clarifications. 

(3) lower ESG market maturity in the U.S.: 
As % of AUM by PRI signatories increases in a region, so do portfolio ESG scores of PRI 
signatories 
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Gibson Brandon, Glossner, Krueger, Matos & Steffen (Review of Finance, 2022) Do Responsible Investors Invest 
Responsibly? 

Conclusions: 
• First paper to use data from PRI Reporting Framework to study … 

• institutional investors’ public commitment to ESG in active equity investing 
• effectiveness of ESG incorporation strategies in delivering portfolio-level sustainability 

• Main findings: 
• In the US: Disconnect between ESG commitments and portfolios, consistent with “greenwashing” 

(especially if underperformed recently, are retail-oriented and joined the PRI late) 
• Outside the US: “words” and “actions” more aligned; we observe better footprints for signatories 

that report full/partial incorporation of ESG 
 further research should be done on this “transatlantic divide”! 
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Do Responsible Investors Invest Responsibly?· lllll 
Rajna Gibson Brandon, Simon Glossner t%i , Philipp Krueger, Pedro Matos, Tom Steffen 

Review of Finance, Volume 26, Issue 6, November 2022, Pages 1389- 1432, 

htt ps://doi.org/ 1O.1093/ rof/ rfac064 

Published: 22 September 2022 Article history.-

[) PDF II Sp lit View " Cite ,,P Permissions < Share • 

Abstract 

We study whether institutional investors that sign the Principles for 

Responsible Investment (PR!), a commitment to responsible investing, exhibit 

better portfo lio-level environmental, social, and governance (ESG) scores. 

Signatories outside of the USA have superior ESG scores than nonsignatories, 

but US signatories have at best similar ESG ratings, and worse scores if they 

have underperformed recently, are retail -client facing, and joined the PRI late. 

US signatories do not improve the ESG scores of portfolio companies after 

investing in them. Commercial motives, uncertai nty about fiduciary duties, and 

lower ESG market maturity explain why US- domiciled PR! signatories do not 

fo llow through on their responsible investment commitments. 

•=PRI in Person 
■■■ & Online• • • • • 

30 November • 2 December 2022 l CCIB - Barcelona International Convention Centre 

Pedro Matos • You 
Academic Director of the Mayo Center for Asset Management, Mad ... 

• l h •Edited • (!) 

Do the US #PRI signatories actually "walk the ta lk"7 Thrilled to have our 

paper fea tured in this week's The Economist wi th Rajna Gibson, Simon 

Glossner, Philipp Krueger and Tom Steffen, PhD https://lnkd.in/ eyAEjuu4 

For the paper see "Do Responsible Investors Invest Responsibly?" 

https://lnkd.in/ d7xVqAv. For a non-technical summary 

see https://lnkd.in/ejuJ -3d5. Grateful to Alex Edmans and Marcin 

Kacperczyk for the special issue of the Review of Finance and I highly 

recommend reading all of the other papers on #sustainablefi nance! 

Dubious green funds are rampant in America 

economist.com • 3 min read 

https://www.linkedin.com/posts/pedro-matos-644bb633 dubious-green-funds-are-rampant-in­
america-activity-7004162409787498496-iQl4 ?utm source=share&utm medium=member desktop 

Gibson Brandon, Glossner, Krueger, Matos & Steffen (Review of Finance, 2022) Do Responsible Investors Invest 
Responsibly? 

https://www.economist.com/finance-and-economics/2022/12/01/dubious-green-funds-are-rampant-in-america 
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VERY ACTIVE LITERATURE: 
- PRI: 
Kim & Yoon (2023, US equity mutual funds), Liang, Sun & Theo (2022, hedge funds), Humphrey & Li (2021, 
reducing carbon footprint), Dimson, Karakas & Li (2023, coordinated engagements), Dikolli, Frank, Guo & Lynch 
(2022, voting on shareholder proposals), Ceccarelli, Glossner & Homanen (2022) 

- Greenwashing / impact washing by US mutual funds: 
Dumitrescu, Gil-Bazo & Zhou (2022), Parise & Rubin (2023), Heath, Macciocchi, Michaely & Ringgenberg (2023), 
Michaely, Ordonez-Calafi & Rubio (2023), Sachdeva, Li & Naaraayanan (2022), Andrikogiannopoulou, Krueger, 
Mitali & Papakonstantinou (2023) 

- Greenwashing by banks: 
Kacperczyk & Peydró (2022), Kim, Kumar, Lee and Oh (2023), Giannetti, Jasova, Loumioti & Mendicino (2023) 

- Greenwashing by corporations: 
Yang (2018), Raghunandan & Rajgopal (2020), Duchin, Gao & Xu (2022), Bingler, Kraus, Leippold & Webersinke 
(2022), Dzieliński, Eugster, Sjöström & Wagner (2023), Cornaggia & Cornaggia (2023), Baker, Larcker, McClure, 
Saraph & Watts (2023) 

- Conflicts of interest by ESG rating agencies: 
Berg, Kölbel & Rigobon (2022), Berg, Fabisik & Sautner (2020) 
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MnRNINBSTAR SFDR Article 8 and Article 9 Funds: Q2 2023 in Review 
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l')IIIIJI SUSTAINALYTICS 

COMBATING GREENWASHING? 

https://finance.ec.europa.eu/sustainable-finance/overview-sustainable-finance_en 

Sustainable Finance Disclosure Regulation (SFDR) 

Some working papers: 
Lambillon & Chesney (2023), Scheitza & Busch (2023) 

https://finance.ec.europa.eu/sustainable-finance/overview-sustainable-finance_en


      

    
              

       
               

         
            

         

       

GREENWASHING AND ESG INVESTING AT A CROSSROADS 

1. Background on ESG Investing 

- Matos (CFA Institute, 2020) “ESG and Responsible Institutional Investing Around the World: A Critical Review” 

2. Greenwashing: Do Investors “Walk the (ESG) Talk”? 

- Gibson Brandon, Glossner, Krueger, Matos & Steffen (Review of Finance, 2022) “Do Responsible Investors Invest 
Responsibly?” 

3. Does “Walking the (ESG) Talk” Result in Real Impact? 

- Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) “Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio?” 

4. Conclusions + Open Questions for Future Research 
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~CDP Action 1~ 

Need to reduce Greenhouse Gas Coordination to achieve the Can investor coalitions contribute to 
(GHG)/carbon emissions to keep global 

temperature increase below 1.5C 
necessary actions is hard solving the climate crisis? 

(Paris Agreement (2015), IPCC(2018)) Tirole (2012), Pedersen (2023)] [ theory: Oehmke & Opp (2022), Biais & Landier (2022) ; 
surveys: Krueger, Sautner & Starks (2020), Stroebel & 

Wurgler (2021)] 
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Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio? 

Addressing global warming 

Need to reduce Greenhouse Gas Coordination to achieve the 
(GHG)/carbon emissions to keep global necessary actions is hard 

temperature increase below 1.5C 
Tirole (2012), Pedersen (2023)] (Paris Agreement (2015), IPCC(2018)) 

Can investor coalitions contribute to 
solving the climate crisis? 

[ theory: Oehmke & Opp (2022), Biais & Landier (2022) ; 
surveys: Krueger, Sautner & Starks (2020), Stroebel & 

Wurgler (2021)] 
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Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio? 

Addressing global warming 

Need to reduce Greenhouse Gas Coordination to achieve the Can investor coalitions contribute to 
(GHG)/carbon emissions to keep global 

temperature increase below 1.5C 
necessary actions is hard solving the climate crisis? 

(Paris Agreement (2015), IPCC(2018)) Tirole (2012), Pedersen (2023)] [ theory: Oehmke & Opp (2022), Biais & Landier (2022) ; 
surveys: Krueger, Sautner & Starks (2020), Stroebel & 

Wurgler (2021)] 
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Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio? 

Research Questions 

? 

Are climate conscious If so, how are they achieving 
institutional investors decarbonization? 

decarbonizing their portfolios? [exit vs. voice: Broccardo, Hart & Zingales 
(2022)] 

Are they going beyond carbon 
emissions and helping achieve a 

green transition? 
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Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio? 

CDP and CA100+: investor lists for coalitions Data 

Factset: institutional equity ownership – 2005 - 2019 

S&P Trucost: GHG emissions and disclosure–2005 - 2019 

• 2005+: CDP initiative 
• founded in 2000 as the Carbon Disclosure 

Project 
• Disclosure-focused: firm questionnaire (GHG 

emissions and targets) sent to over 13,000
companies in 2021 

• List of investor signatories (623 with $20tn 
Equity AuM in 2019) 

CDP: emissions targets – 2010 (2016) -2018 

FTSE Russell: green revenues – 2016 - 2019 

• 2017+: Climate Action 100+ (CA100+) 
• Post-2015 Paris Agreement 

Darden GCPD: green patents – 2005 - 2012 • Engagement-focused to accelerate the net-
zero emissions transition, work with the top
100 largest emitters (now top 167) 

• List of investor signatories (268 with $5tn 
Equity Aum in 2019) 
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Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio? 

Results: 

Institutional investors actively decarbonizing ... flat @ 9% of total global emissions 
instead of proportional 9% -> 15% {= 9%*[(53%/43%)*(41%/30%)]} 
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Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio? 

... and decabornization by institutional investors even more pronounced if we restrict to MSCI ACWI stocks! 

Institutional investors actively decarbonizing ... decreased from 33% =29% of MSCI ACWI 
total emissions instead of growing proportionally from 33% -> 44% {= 33%*[(59%/44%)} 
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Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio? 

Climate-Conscious Institutional Investors 
Nr of Institutional Investors US$ Institutional Investor Equity Holdings 
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Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio? 

Portfolio Carbon Emissions Measures: 
Internal External 

𝑆𝑐𝑜𝑝𝑒 1௜௧ 𝑆𝑐𝑜𝑝𝑒 1 𝐹𝑜𝑜𝑡𝑝𝑟𝑖𝑛𝑡௜௧ 
ேೕ೟ ேೕ೟ $ 𝑆ℎ𝑎𝑟𝑒𝑠 𝐻𝑒𝑙𝑑௜௝௧ $ 𝑆ℎ𝑎𝑟𝑒𝑠 𝐻𝑒𝑙𝑑௜௝௧ = ෍ ∗ 𝑆𝑐𝑜𝑝𝑒 1 𝐺𝐻𝐺 𝐸𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑠௝௧ $ 𝑃𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 𝑆𝑖𝑧𝑒௜௧ = ෍ ∗ 𝑆𝑐𝑜𝑝𝑒 1 𝐺𝐻𝐺 𝐸𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑠௝௧ 
௝ୀଵ $ 𝑀𝑎𝑟𝑘𝑒𝑡 𝐶𝑎𝑝௝௧ 

௝ୀଵ 

𝑆𝑐𝑜𝑝𝑒 1/ 𝑅𝑒𝑣𝑒𝑛𝑢𝑒௜௧ 

= ෍ 
$ 𝑆ℎ𝑎𝑟𝑒𝑠 𝐻𝑒𝑙𝑑௜௝௧ 

$ 𝑃𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 𝑆𝑖𝑧𝑒௜௧ 
∗ 

𝑆𝑐𝑜𝑝𝑒 1 𝐺𝐻𝐺 𝐸𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑠௝௧ 

𝑅𝑒𝑣𝑒𝑛𝑢𝑒௝௧ 

ேೕ೟ 

௝ୀଵ 

Scope 1/ Portfolio Sizeit 

= 
∑ 

$ ೄ೓ೌೝ೐ೞ ಹ೐೗೏೔ೕ೟ 
$ ಾೌೝೖ೐೟ ಴ೌ೛ೕ೟ 

∗ௌ௖௢௣௘ ଵ ீுீ ா௠௜௦௦௜௢௡ ೕ೟ 
ೀ೟ 
ೕసభ

௉௢௥௧௙௢௟௜௢ ௌ௜௭௘೔೟ 
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Carbon Emission Schemes 
(Source: World Bank Carbon Pricing Dashboard) 
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Carbon Emission Schemes 
(Source: World Bank Carbon Pricing Dashboard) 

<- China (national) 

<- Japan 

<- EU ETS 

https://carbonpricingdashboard.worldbank.org/map_data 51 

https://carbonpricingdashboard.worldbank.org/map_data


௜௧ ௜௧ ௜௧ ௜௧ 

           
         

      
    

            
                

   

     
Panel A: Scope 1 Emissions Yearly Changes (ti. Total) 

I Emissions Scheme I No Emissions Scheme 
6. Total log Scope 1 ( t+ 1 J D. 1ota1 tog ;,cope 1 Footprint (t+ l ) 6. Total log Scope 1 (t+ l ) 6. Total log Scope 1 Footprint (t+ l ) 

(1) (2) (3) (4) (5) (6) (7) (8) 
CDP I -0.030*** -0.027*** -0 .039*** -0.035** 

I 
-0.004 0.003 -0.016 -0.023* 

[0.008] [0 .008] [0.013] [0.013] [0.015] [0.015] [0.014] [0.011] 
Investor Controls Yes Yes Yes Yes Ye· Yes Ye Yes 
Portfolio Controls 0 Yes 0 Yes No Yes No Yes 
Year FE Yes Yes Yes Yes Yes Yes Yes Yes 
Observations 11109 11109 11109 11109 39888 39874 39888 39 74 
Adjusted R2 0.024 0.026 0.008 0.012 O.Oll 0.012 0.010 0.011 

Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio? 

Do Climate-Conscious (CDP) Investors Decarbonize Their 
Portfolios Faster? (Yes/No Emission Scheme) 

Yes, if based in countries with carbon pricing emissions scheme (i.e. within EU ETS) 
decarbonize @ -3% to -4% / year faster! (the 2015 Paris Agreement called for -7.6% / 
year decarbonization in 2020-30) 

∆ 𝑃𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 𝑒𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑠 𝑚𝑒𝑡𝑟𝑖𝑐 = 𝑎 + 𝑏 ∗ 𝐶𝐷𝑃 + c ∗ 𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠 + FEffects + 𝜀 

52 



  
      

   

 

           
         

   
 

   
 

• ♦•• 
It 

••••••••••••••••••••••• 

♦ ♦ ■ green ■ green-ish ■ medimn brown-ish ■ brown 

·------------------------

2,500 

2,000 
,;;;-
g 
{ 1,500 

" s 
~ 1,000 

a 
< 

500 

•• ♦ 
♦, RI\, RI'\ Rlq, RIC) :S.<;::, :s.'- :s."- :s."> :-,.l>< :-,.'? :-,.I> :-,_'\ :S.q, :s.C\ ·~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ • • ■ g1eeu ■ g1een-isb ■ medium 

ii> 
• • • • • • • • • ♦ -·· 

bmwn-ish ■ bmwu 

■ green ■ green-is l! ■ meditllll ■ brown-ish ■ brown 

Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio? 

Portfolio Decarbonization Strategies: 
I N S T I T U T I O N A L I N V E S T O R T O T A L S C O P E 1 F O O T P R I N T 

( T O P 1 0 0 E M I T T I N G F I R M S ) 

C O R P O R A T E C H A N G E S R E - W E I G H T I N G 
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Tilt to “green 
your portfolio”? 

Engage to “green 
the planet”? 
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Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio? 

Portfolio Emission Change Variables 
Δ𝑇𝑜𝑡𝑎𝑙 log 𝑆𝑐𝑜𝑝𝑒 1௜௧ 

ேೕ೟శభ
$ 𝑆ℎ𝑎𝑟𝑒𝑠 𝐻𝑒𝑙𝑑௜௝௧ାଵ 

= log ෍ ∗ 𝑆𝑐𝑜𝑝𝑒 1 𝐺𝐻𝐺 𝐸𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑠௝௧ାଵ $ 𝑃𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 𝑆𝑖𝑧𝑒௜௧ାଵ 
௝ୀଵ 
ேೕ೟ 

$ 𝑆ℎ𝑎𝑟𝑒𝑠 𝐻𝑒𝑙𝑑௜௝௧ 
− log ෍ ∗ 𝑆𝑐𝑜𝑝𝑒 1 𝐺𝐻𝐺 𝐸𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑠௝௧ $ 𝑃𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 𝑆𝑖𝑧𝑒௜௧

௝ୀଵ 

CORPORATE sRE-WEIGHTING 
Δ𝑤𝑒𝑖𝑔ℎ𝑡𝑠 − 𝑜𝑛𝑙𝑦 log 𝑆𝑐𝑜𝑝𝑒 1௜௧ Δ𝑒𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑠 − 𝑜𝑛𝑙𝑦 log 𝑆𝑐𝑜𝑝𝑒 1௜௧ேೕ೟శభ ேೕ೟ $ 𝑆ℎ𝑎𝑟𝑒𝑠 𝐻𝑒𝑙𝑑௜௝௧ା $ 𝑆ℎ𝑎𝑟𝑒𝑠 𝐻𝑒𝑙𝑑௜௝௧ = log ෍ ∗ 𝑆𝑐𝑜𝑝𝑒 1 𝐺𝐻𝐺 𝐸𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑠௝௧ = log ෍ ∗ 𝑆𝑐𝑜𝑝𝑒 1 𝐺𝐻𝐺 𝐸𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑠௝௧ାଵ $ 𝑃𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 𝑆𝑖𝑧𝑒௜௧ାଵ 

௝ୀଵ $ 𝑃𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 𝑆𝑖𝑧𝑒௜௧
௝ୀଵ 

$ 𝑆ℎ𝑎𝑟𝑒𝑠 𝐻𝑒𝑙𝑑௜௝௧ ேೕ೟ 
ேೕ೟ 

− log ෍ ∗ 𝑆𝑐𝑜𝑝𝑒 1 𝐺𝐻𝐺 𝐸𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑠௝௧ $ 𝑆ℎ𝑎𝑟𝑒𝑠 𝐻𝑒𝑙𝑑௜௝௧ $ 𝑃𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 𝑆𝑖𝑧𝑒௜௧ 
௝ୀଵ − log ෍ ∗ 𝑆𝑐𝑜𝑝𝑒 1 𝐺𝐻𝐺 𝐸𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑠௝௧ $ 𝑃𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 𝑆𝑖𝑧𝑒௜௧

௝ୀଵ 
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UVA DARDEN 

~------GLOBAL CORPORATE 
PATENT DATASET 

)) OECD 

Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio? 

Other Measures of “Greening” of Business Activities 
• We look at two forward-looking measures to capture opportunities 

for developing solutions to address climate change 

Green Revenues 
• FTSE Russell data for 16,000+ stocks, from 

2017 onwards. Firm revenues classified as 
green using the EU Taxonomy on sustainable 
activities. 

• We calculate a weighted average measure of 
the Green Revenue % of an investor’s portfolio 

Green Patents 
• Combine UVA Darden Global Corporate Patent 

Dataset (https://patents.darden.virginia.edu/) 
developed by Bena, Ferreira, Matos and Pires 
(2017) and OECD environmental-related 
mapping developed by Hascic and Migotto 
(2015). The mapping is also used in Cohen et 
al. (2022), Hege et al. (2022), Bolton et al. 
(2023). We use granted patents, and since 
there is a lag in approving filed patents, this 
measure is available only from 2005 to 2012. 

• Green Patent % is created as the ratio of 
average green patents to average total patents 
by the firms held by an institutional investor. 
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Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio? 

(Preliminary) Conclusions: 
CDP institutions actively decarbonizing their equity portfolios between 2005 and 2019 

Portfolio re-weighting is the predominant portfolio decarbonization strategy (especially for investors 
in Emission Schemes countries) 

Very weak evidence of corporate changes among holdings of top emitting firms, over longer time 
periods, and following the Paris Agreement through the CA100+ initiative 

No evidence of preference in favor of stocks developing climate patents but some re-weighting 
towards companies generating green product/service revenues 

Take-away: Mostly “Greening Portfolios” (not Helping “Green the Planet”) .... our analysis raises 
doubts about the effectiveness of institutional investors in helping reduce global GHG emissions 
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VERY ACTIVE LITERATURE: 
- Carbon Pricing vs. Green Finance: Pedersen (2023) 

- CDP/CA100+ and the Big 3: Cohen, Kadach & Ormazabal (2023) 

- “Tilting in” vs. “tilting away” and the cost of capital channel: Berk & Van Binsbergen (2021), Choi, Gao, Jiang & Zhang 
(2023), Pedersen, Fitzgibbons & Pomorski (2021), Giglio, Maggiori, Rao, Stroebel & Weber (2021), Ardia, Bluteau, 
Boudt & Ingelbrecht (2022), Edmans, Levit & Schneemeier (2022), Pastor, Stambaugh & Taylor (2023), Hartzmark & 
Shue (2023) 

- The debate over “carbon/green premium”: Bolton & Kacperczyk (several papers), Aswani, Raghunandan & Rajgopal 
(2022), Karaolyi, Wu & Xiong (2023), Zerbib (2022), Sautner, Van Lent, Vilkov & Zhang (2023) 

- Spillovers along supply chain / outsourcing: Duchin Gao, Xu (2022), Dai, Duan, Liang & Ng (2021), Bisetti, She & 
Zaldokas (2023) 

- Other asset classes: Zerbib (2019), Baker, Bergstresser, Serafeim & Wurgler (2018), Painter (2020), Flammer (2021), 
Bauer & Rudebusch (2021), Berrada, Engelhardt, Gibson & Krueger (2022), Caramichael & Rapp (2022), D’Amico, 
Klausmann & Pancost (2023) 

- Monetary policy: Papoutsi, Piazessi & Schneider (2021), Hansen (2022) 
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GREENWASHING AND ESG INVESTING AT A CROSSROADS 

1. Background on ESG Investing 

- Matos (CFA Institute, 2020) “ESG and Responsible Institutional Investing Around the World: A Critical Review” 

2. Greenwashing: Do Investors “Walk the (ESG) Talk”? 

- Gibson Brandon, Glossner, Krueger, Matos & Steffen (Review of Finance, 2022) “Do Responsible Investors Invest 
Responsibly?” 

3. Does “Walking the (ESG) Talk” Result in Real Impact? 

- Atta-Darkua, Glossner, Krueger & Matos (working paper, 2023) “Decarbonizing Institutional Investor Portfolios: 
Helping to Green the Planet or Just Greening Your Portfolio?” 

4. Conclusions + Open Questions for Future Research 
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CONCLUSIONS: 
- Beware of “greenwashing”! 

- Even if investors do “walk the (ESG) talk” (ex: by “greening their portfolios”) they may not help achieve 
the ESG goal (“help green the planet”) 

MANY OPEN QUESTIONS FOR FUTURE RESEARCH: 

- Are there “chilling effects” from anti-ESG backlash and politicization? 

- Other emerging dimensions of ESG in E (beyond climate ... ex: biodiversity?) or S 
(DEI, human rights, political influence)? 

- Have ‘green’ regulations been effective? 

- How does ESG/climate investing interact with social policies (ex: “just transition”)? 

- ESG to SDG: what is the additionality and impact of ESG/climate investing? 

... 



    

    JOIN THE PRI ACADEMIC NETWORK! 

https://www.unpri.org/sustainability-issues/research https://www.unpri.org/sustainability-issues/research/academic-seminar-series 

In 2023 (Tokyo) ... 

https://www.unpri.org/news-and-events/upcoming-events/pri-in-person-2024 

https://www.unpri.org/news-and-events/upcoming-events/pri-in-person-2024
https://www.unpri.org/sustainability-issues/research/academic-seminar-series
https://www.unpri.org/sustainability-issues/research


Thanks! 
MatosP@darden.virginia.edu 
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