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II. III.



I N ST I T U T I O N AL  I N V ESTO RS =  T H E  FO RC E  B E H I N D  G LO BA L I ZAT IO N

Source: OECD Institutional Investors Database, SWF Institute, IMF, Preqin, 
BlackRock, McKinsey Global Institute

Institutional Investor Holdings = $28 Trillion in 
Public Equities [2011]



GLOBAL RESEARCH ON “G”?

Globalization of a firm’s shareholder base can be a 
positive force on Governance (G)!  
Rise of Foreign Institutional Ownership (Foreign IO) on 
average leads to:

-> Performance: Increased shareholder pressure to 
perform (Ferreira & Matos, JFE 2008)
-> M&As: Increased likelihood of cross-border 
takeovers (FMM, RFS 2010)
-> Governance: Adoption of more shareholder-
centric (US-style) practices (AEFM, JFE 2011)
-> CEO Pay: Convergence to international/US 
executive compensation practices (FFMM, RFS 2013)
-> LT Investing: Can sustain long-term investing 
(BFMP, JFE 2017)
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1999: 2011:

THE WORLD IS MORE MULTI-POLAR ! … WILL EUROPE MATTER 
FOR E & S (INSTEAD OF U.S. FOR G) ?



GLOBAL RESEARCH ON “E” & “S”? 

Can changes in firms’ shareholder base have impact on 
Environmental (E) & Social (S) performance!  

-> Dyck, Lins, Roth & Wagner “Do Institutional 
Investors Drive Corporate Social Responsibility? 
International Evidence” (JFE forth.)
-> Krüger, Sautner & Starks “The Importance of 
Climate Risk for Institutional Investors”(RFS forth.)
-> Dimson, Karakaş & Li “Coordinated 
Engagements”(2018, PRI AWARD)
-> Starks, Venkat & Zhu (2018)
-> Gibson Brandon & Krueger (2018)
-> Amel Zadeh & Serafeim (2018 FAJ)
-> Hartzmark & Sussman (2019 JF forth.)
-> Riedl and Smeets (2017 JF) , Bauer, Smeets, & 
Ruof (2019)
-> …



Responsible Institutional 
Investing Around the World 
Simon Glossner (U Virginia, Darden), Rajna Gibson (U Geneva), Philipp Krueger (U 

Geneva). Pedro Matos (U Virginia, Darden) and Tom Steffen (U Geneva)
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What do we study in this paper?

Combine survey data reported by institutions (“policies”) with archival data 
(“outcomes”)

Q1. Institutional commitment to sustainable and responsible investment (SRI)
a. Which kind of institutions publicly commit to SRI?
b. Are institutional equity portfolios of investors who publicly commit to SRI different in 

terms of ESG?  
Q2. Styles of implementing SRI

a. How do institutions implement SRI? 
b. What are the effects of different styles of implementation on portfolio-level ESG 

outcomes? 
Q3. Are there trade-offs between sustainability and attractive positive 
risk/return profiles?
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Data 1: PRI

• Principles for Responsible Investing
• 2006: original 21 institutions (CalPERS, Hermes, Norway SWF, etc.) + 47 

founding signatories
• 2018:
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2006 2018



Data 1: PRI (contd.)
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Data 1: PRI (contd.)
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https://www.unpri.org/signatories/reporting-for-signatories

https://www.unpri.org/signatories/reporting-for-signatories


Data 1: PRI (contd.)

• Example: Blackrock

(… focus on general modules (1. and 2.) as well as listed equity (3. and 4.); use only “mandatory to report & disclose“ indicators

3.

4.

5.

6.

7.

8.

9.

10.

11.

12.
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https://reporting.unpri.org/surveys/PRI-reporting-framework-2018/64A7BDB0-BA95-490D-9DB8-E0D5D65F6109/79894dbc337a40828d895f9402aa63de/html/2/?lang=en&a=1


Data 1: PRI (contd.)

• Example of survey 
question: 

• Module: Listed equities 
integration

• Question: LEI 04.1



Data 2: Factset institutional holdings

• FactSet/LionShares: institutional 
equity holdings data (Ferreira & 
Matos JFE 2008)

• Asset owners: pension funds, 
foundation and endowment managers, 
sovereign wealth funds, etc. 

• Investment managers: asset managers, 
bank investment companies, etc.

• (MSCI ACWI countries)
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• Thomson Reuters ASSET4 ESG
Ratings

• MSCI ESG Ratings

• Sustainalytics ESG Ratings

Data 3: Stock-level ESG scores 
E S G
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Putting it together: matching

PRI
Names

AB Invest
AXY s.a.

BAB LLC
…

MSCI / A4 / SUST
ISIN

DE1001
CH1002
US1003

…

DE1001
CH1002
US1003

FactSet
Names

AB Invest

ISIN

AST Plc
2001
2002
2003

BAB LLC
3001
3002
3003

PRI survey dataPortfolio holdings 
data

Stock-level ESG 
data
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1,549 institutions in PRI survey data 
874 fill “Listed Equity Modules”
611 name-matched to Factset



Putting it together (contd.)
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-> Growth in number of PRI signatories -> Growth in $ AUM of PRI 
signatories : ~60% by 2017 !
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Question 1.a: Which institutions commit to 
responsible investing?

20-> PRI signatories: more European
-> PRI signatories: more asset owners 



Question 1.a: Which institutions commit to 
responsible investing? (contd.)

21
-> PRI signatories: Larger institutions



Question 1.b: Portfolio-level ESG of PRI vs. non-PRI 
institutions? 

• Measuring sustainability at the stock-level
• Composite Asset 4 + MSCI + Sustainalytics score (See Gibson Brandon and 

Krueger (2018, WP)):

22

𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑖𝑖𝑖𝑖 =
1𝐴𝐴𝐴,𝑖𝑖𝑖𝑖× 𝑧𝑧𝑡𝑡(𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆_𝐴𝐴𝐴𝑖𝑖𝑖𝑖) + 1𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀,𝑖𝑖𝑖𝑖 × 𝑧𝑧𝑡𝑡(𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆_𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑖𝑖𝑖𝑖) +1𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆4,𝑖𝑖𝑖𝑖× 𝑧𝑧𝑡𝑡(𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆_𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑖𝑖𝑖𝑖)

1𝐴𝐴𝐴,𝑖𝑖𝑖𝑖 + 1𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀,𝑖𝑖𝑖𝑖 + 1𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆,𝑖𝑖𝑖𝑖

1𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀,𝑖𝑖𝑖𝑖= Dummy variable indicating if MSCI score available for stock  i in year t 

𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆_𝐴𝐴𝐴𝑖𝑖𝑖𝑖= Thomson Asset4 ESG score of stock i in year t

𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆_𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑖𝑖𝑖𝑖= MSCI ESG score of stock i in year t

𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆_𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑖𝑖𝑖𝑖= Sustainalytics ESG score of stock i in year t

1𝐴𝐴𝐴,𝑖𝑖𝑖𝑖= Dummy variable indicating if Thomson Asset 4 score available for stock i in year t

1𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆,𝑖𝑖𝑖𝑖= Dummy variable indicating if Sustainalytics score available for stock i in year t

-> Repeat separately 
for E, S, and G 
category…



Question 1.b: Portfolio-level ESG of PRI vs. 
non-PRI institutions?
• Measuring sustainability at the portfolio-level:
1. Sustainability “footprint” (see Gibson Brandon and Krueger, 2018; Starks 

Venkat and Zhu, 2018):

2. ESG tail allocation:
fraction of portfolio allocated to stocks with lowest quartile (Q1) and 

highest quartile (Q4) ESG scores
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Question 1.b: Portfolio-level ESG of PRI vs. 
non-PRI institutions?
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Question 1.b: Portfolio-level ESG of PRI vs. 
non-PRI institutions? 

25

E S G

-> PRI signatories: 
Better portfolio 
environmental 
scores

-> PRI signatories: 
Better portfolio 
social scores

-> Difficult to discern 
any differences in 
terms of governance



Question 1.b: Portfolio-level ESG of PRI vs 
non-PRI institutions?

• Tail allocation

26-> PRI signatories overweight (underweight) stocks with better (worse) ESG scores



Question 2: Main RI implementation strategies?

27

Pre-Investment

- [Neg] Negative screening

- [Pos] Positive screening

- [N-b] Norms-based

Post-Investment

- [Indiv eng] Individual engagement

- [Colla eng] Collective engagement

- [Int vot] Internal voting

[The] Thematic / [Int] Integration 

Amel-Zadeh & Serafeim, 2018; CFAI  2015; GSIA, 2016)
-> No official classification/taxonomy of implementation styles for SRI

Divestment?



Question 2-a: Main RI strategies? 

28

Neg = 
negative 
screening

Pos = 
Positive 
screening

N-b = 
norms-
based 
screening

The = 
thematic 
investment

Int = 
integration 
of ESG 
factors

Indiv eng = 
individual 
engagement

Colla eng = 
collaborative 
engagement

Int vot = 
internal 
voting 

-> Negative screening, integration, and engagement related ESG polices (active ownership) most 
prevalent among PRI signatories



Question 2-a (cont.): RI by geographies?

29

Neg = 
negative 
screening

Pos = 
Positive 
screening

N-b = 
norms-
based 
screening

The = 
thematic 
investment

Int = 
integration of 
ESG factors

Indiv eng = individual 
engagement

Colla eng = 
collaborative 
engagement

Int vot = 
internal 
voting 

-> European signatories: more screening
-> Asia Pacific signatories: more ESG related engagement policies



Question 2-a (cont.): RI by investor size?

30

Neg = 
negative 
screening

Pos = 
Positive 
screening

N-b = 
norms-
based 
screenin
g

The = 
thematic 
investmen
t

Int = 
integration of 
ESG factors

Indiv eng = individual 
engagement

Colla eng = 
collaborative 
engagement

Int vot = 
internal 
voting 

-> larger investors: more negative 
screening and more engagement related 
policies



Question 2-b: What is the effect of different 
RI strategies on portfolio-level ESG scores?

31

-> Screening associated with better portfolio-level scores
-> Other approaches no discernible differences in terms of portfolio-level ESG 



Question 2-b (cont.): Effect of types of screening?

-> Some evidence that negative screening on governance has a negative effect on portfolio-level E&S score
-> Mainly, positive E&S screening having has an positive effect on 



Question 3: What is impact of RI on portfolio 
risk/return? 
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Question 3 (cont.):

34

-> PRI signatories: 
Lower risk-adjusted returns

-> PRI signatories: 
Lower Sharpe ratios



• First paper to study (i) institutional investors’ public commitment to RI and (ii) 
effectiveness of RI strategies in delivering pf-level sustainability

• Evidence that 
• larger and European based institutions as well as asset owners more likely to commit to RI

• Different implementation strategies show varying effectiveness in increasing pf-
level sustainability

• Screening most effective

• Next steps: Look further at intra-portfolio tails and risk/return tradeoffs 
associated with screening and other approaches

Conclusion
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Vs.

Pros . lots on market forces / functional 
convergence (“money speaks!”)

. climate change more urgent!

Cons . primacy of Anglo-Saxon shareholder-
centric governance questioned after the 
global financial crisis

. investing in G may be sufficient for E & S?

. political /marketing rather an investment case?

. more subject to PR manipulation/”greenwashing”?

. may direct less capital to locations that need it most (necessarily 
poor on ESG – corrupt and polluted)?

Challenges . strong shareholder-centric governance 
could lead to short-termism / suboptimal 
outcomes

. how to measure E&S? 

. data inconsistencies?



38

• Policy-making should be evidence-based! Support academic research on the European 
market!

“It is a capital mistake to theorize before one has data. 
Insensibly one begins to twist facts to suit theories, 

instead of theories to suit facts.”
The Adventures of Sherlock Holmes

“A Scandal in Bohemia”



Thank you!
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