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Defining	ESG

Source:	Callan,	2017	ESG	Survey.
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ESG	Deeply	Enrooted	in	Our	Investment	Philosophy

• We	believe	that	strong	corporate	performance	is	the	foundation	of	superior	
long‐term	investment	returns.

• The	essence	of	corporate	success	lies	in	building	intrinsic	strengths	in	the	
management	of	human	capital,	financial	resources	and	stakeholder	
relationships,	and	delivering	quality,	innovation,	service	and	value	to	
customers.

• Companies	that	lead	in	these	critical	areas	have	produced	better	returns	on	
capital,	over	a	longer	time	horizon,	with	greater	consistency	and	less	risk.

ESG

Corporate	
Value	

Creation



4

Growth	of	Global	Sustainable	Investment	Assets

Source: The Global Sustainable Investment Alliance (GSIA), 2016 Global Sustainable Investment Review.
GSIA uses an inclusive definition of sustainable investing, without drawing distinctions between this and related terms such as responsible investing and socially responsible investing.
These are collectively referred to as sustainable investing or SRI.

Global sustainable investment assets are continuing to increase, albeit at a slower pace than in previous
years. At the start of 2016, global sustainable investment reached $22.89 trillion, compared with $18.28
trillion in 2014, an increase of 25 percent. Previously, global sustainable investment assets grew 61 percent
from 2012 to 2014. Still, nearly all regions saw increases in their SRI assets relative to their total
professionally managed assets, with the greatest rise seen in Australia and New Zealand (See Table 1).
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ESG	Adoption	Rates	in	the	U.S.	by	Fund	Type

Source:	Callan,	2017	ESG	Survey.

Funds	that	are	Incorporating	ESG	Factors	into	Investment	Decisions
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ESG	Adoption	Rates	in	the	U.S.	by	Fund	Size

Source:	Callan,	2017	ESG	Survey.

Funds	that	are	Incorporating	ESG	Factors	into	Investment	Decisions
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William	Blair	ESG	Evolution	– Continuous	Improvement

*GS	Sustain,	Asset	4,	RepRisk,	MSCI	IVA,	GMI	Ratings,	Didas,	Sustainalytics,	TruValue Labs

• Over	the	past	five	years,	we	have	continued	to	enhance	our	research	process	and	tools,	as	well	as	
improve	our	communication	on	ESG:	
– Comprehensive	review	of	data	vendors	leading	to	GMI	Ratings	subscription	in	2012*
– Systematic	integration	of	GMI/MSCI	ESG	research	in	William	Blair’s	proprietary	platform
– Routine	back‐testing	of	ESG	data/ratings*	
– Promoting	ESG	integration	and	PRI,	attending	and	speaking	at	industry	conferences	
– Enhanced	Proxy	Voting	reporting

• Current	Initiatives
– Engage	with	clients	to	inform	our	path	forward
– Implement	proprietary	industry	materiality

framework
– Explore	development	of	internal	rating	system
– Quant	testing	alternative	ESG	data	sets	

(AI‐driven)
– Create	sustainability‐themed	proxy	voting	policy	
– ESG	R&D:	investments	in	technology	and

human	capital



8

ESG	Performance	Studies

Source: UN PRI, MSCI.
Past performance is not indicative of future returns. The MSCI World Index is a free float‐adjusted market capitalization weighted index that is designed to measure the equity market
performance of developed markets. A direct investment in an unmanaged index is not possible. The ESG Momentum strategy is optimized with assets that had improving year‐over‐year
ESG scores, the ESG Tilt strategy is optimized with assets that had high absolute ESG scores. ESG data provided by MSCI ESG Research.

In the world portfolio, the ESG momentum and tilt strategies outperformed the MSCI World Index by 16.8%
and 11.2% in active cumulative returns respectively over a 10‐year period (Figure 1). The ESG momentum
strategy in particular showed a stronger alpha advantage with a higher active return on a cumulative and
annualized basis given the same level of active risk.
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Important	Disclosures
Intended for informational purposes only.

Investment returns and principal will fluctuate with market and economic conditions and you may have a gain or loss when you sell shares. Current
performance may be lower or higher than the data quoted. International investing involves special risk considerations, including currency fluctuations,
lower liquidity, economic and political risk. Investing in emerging markets can increase these risks. Investing in smaller companies involves special
risks, including higher volatility and lower liquidity. Equities may decline in value due to both real and perceived general market, economic, and
industry conditions. Investing in foreign denominated and/or domiciled securities may involve heightened risk due to currency fluctuations, and
economic and political risks, which may be enhanced in emerging markets.

This material contains the current opinion of the presenter but not necessarily those of William Blair and such opinions are subject to change without
notice. William Blair is not responsible for the information or views communicated by representatives of other companies. This material is not
indicative of the past or future performance of any William Blair product and should not be considered as investment advice or a recommendation by
William Blair of any particular security, strategy or investment product. Forecasts, estimates, and certain information contained herein are based upon
proprietary research and should not be considered as investment advice.

This material is provided for information purposes only and is not intended as investment advice or a recommendation to buy or sell any particular
security. Any discussion of particular topics is not meant to be comprehensive and may be subject to change. Data shown does not represent the
performance or characteristics of any William Blair product or strategy. Any investment or strategy mentioned herein may not be suitable for every
investor. Factual information has been taken from sources we believe to be reliable, but its accuracy, completeness or interpretation cannot be
guaranteed. Information and opinions expressed are those of the author and may not reflect the opinions of other investment teams within William
Blair. Information is current as of the date appearing in this material only and subject to change without notice.

This content is for informational and educational purposes only and not intended as investment advice or a recommendation to buy or sell any
security. Investment advice and recommendations can be provided only after careful consideration of an investor’s objectives, guidelines, and
restrictions.

Copyright © 2018 William Blair. “William Blair” refers to William Blair Investment Management, L.L.C. William Blair is a registered trademark of
William Blair & Company, L.L.C.


