
 FACT  The first form of sustainable investing 
took roots back in the 18th century, when 
religious groups set out guidelines on the types 
of companies their followers should invest in1. 
By the 1960s, the socially responsible investment movement led 
investors to exclude stocks and industries involved in 
unfavourable practices, such as tobacco production2.

More importantly, sustainable investing is here to stay. 
Institutional and, increasingly, retail investors are ploughing 
money where their values are. Global sustainable funds drew 
US$71.1 billion in net inflows in the second quarter of 2020 
(Q2 2020), propelling their assets under management to a new 
high of US$1 trillion, supported by the stock market recovery 
and growing investor interest in environmental, social, and 
governance (ESG) issues3.

1 FICTION: Sustainable investing is a passing fad.

Figure 1: Global Sustainable Fund Flows (US$ billion), Q1 2018 – Q2 2020

SUSTAINABLE INVESTING: 
FACT VS FICTION

 FACT  On the contrary, 
sustainable investments 
have outperformed the 
broader market. 
Index provider MSCI’s ESG Leaders 
benchmarks have posted stronger 
returns than broader indices, across 
different regions and time periods 
(Figure 2). In addition, integrating 
ESG factors has been shown to 
improve portfolio risk-reward4. 

2 FICTION: I have to sacrifice 
returns if I choose sustainable 
investments.

 FACT  
Sustainability-focused 
investments range 
across securities, asset 
classes, investment 
styles, and products. 
Hence, there is bound to be 
something that fits your 
investment needs.

3 FICTION: There is no 
space in my portfolio for 
sustainable investments.

Invest in a sustainability-themed 
product aligned with your values 
or that invests in an issue you feel 
strongly about. For example, an 
environmental activist may 
consider an equity fund investing 
in clean energy and waste 
management companies.

This means considering ESG factors alongside financial 
ones when screening suitable investments. 

For instance, before buying a stock, consider how a 
company deals with the environment, treats its 
employees, and its governance. You can use third-party 
ESG scores, such as MSCI’s, which rate companies on a 
“AAA” to “CCC” scale based on their exposure to and 
management of ESG risks5.

Alternatively, leave it to DBS’ portfolio specialists to 
construct a bespoke, ESG-compliant portfolio for you6.

Figure 3: Examples of How to Incorporate Sustainability in Your Portfolio
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Source: Morningstar Direct, Manager Research. Data as of June 2020.

Figure 2: Performance of MSCI Indices
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Source: MSCI, as of 31 July 2020. 
Returns are in USD, net of fees. 
P.a. = per annum.

THEMATIC PLAYS ESG INTEGRATION
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FOOTNOTES:

SUSTAINABLE INVESTING: 
FACT VS FICTION

 FACT    The universe 
of investable assets and 
products is large, 
diversified, and growing. 
This is true across different asset 
classes, from stocks and bonds 
to impact investing-focused 
alternatives such as private 
equity (PE), venture capital (VC), 
and real asset funds. 

4 FICTION: There is a limited pool of sustainable assets for me to choose from.

 FACT    Sustainable 
investing goes beyond 
going green. While investors 
might be most familiar with the 
“E” in “ESG”—thanks in part to 
awareness of climate change and 
its tangible effects—investing 
sustainably means paying 
attention to “social” and 
“governance” factors too.

5 FICTION: Sustainable investing is all about the environment.

Poor corporate governance has led to accounting scandals, 
share price plunges, and even bankruptcies. 

China’s Luckin Coffee (2020): Faked sales numbers, share 
price plunged

US’ Enron Corporation (1990s): Went bankrupt following a 
saga involving hidden debt and toxic assets 

“ S O C I A L ”  F A C T O R

“GOVERNANCE”  FACTOR

A 2011 study by a University of Pennsylvania professor found 
that employee satisfaction is positively correlated with long-term 
stock returns11.

Value-weighted portfolio of “100 Best Companies to Work For 
in America”: 

•  3.5% annual alpha12 from 1984-2009,
 2.1% above industry benchmarks

Figure 5: The “S” and “G” Factors Also Play an Important Role in Risk Management and Performance

Figure 4: Investable Universe of Sustainable Assets
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DISCLAIMER AND
IMPORTANT NOTES
This Information is published for general circulation and information only and does 
not have regard to the specific investment objectives, financial situation and/or the 
particular needs of any specific person. Visitors accessing this website should always 
seek advice from an independent financial adviser or other professional adviser 
regarding the suitability of the Information referred to herein (taking into account the 
specific investment objectives, financial situation and/or particular needs of each 
person in receipt of the Information) before making any investment and/or any 
purchase in reliance of the Information.

The Information may be subject to further revision without notice. Any past 
performance, projection, forecast or simulation of results (if any) is not necessarily 
indicative of the future or likely performance of any product.

DBS Bank Ltd. and/or any of its related companies or affiliates, which includes any of 
their respective directors or officers or employees (collectively the "DBS Group"), 
accepts no liability for any direct, special, indirect, consequential, incidental damages 
or any other loss or damages of any kind arising from any use of the Information 
herein (including any error, omission or misstatement herein, negligent or otherwise) 
or further communication thereof.

The DBS Group does not make any warranty (whether expressed or implied), as to 
the accuracy or completeness, timeliness or correctness for the Information herein 
and thus assumes no responsibility for it whatsoever.


