ESG TOOLKIT

EVOL

A TIMELINE

Environmental, social and
governance (ESG] investing has gone
mainstream in recent years, gaining
broad acceptance and integration.
But when and where did it originate?

Tracing the roots of ESG requires
loosely broadening one’s
nomenclature and looking back not
only to the earliest days of socially
responsible investing (SRI), which
really came of age in the 1960s anti-
Vietnam War protests and ensuing
activism on a number of issues. It
involves looking at the earliest days of
religion-influenced ethical investment
concerns in the 18th century among
Methodists but even going back to
Biblical times in both the Jewish and
Arab religions.

Here is a timeline that captures
some milestones in the evolution
of ethical, socially responsible and
impact investing and modern day
ESG investment practices.

UTION OF ESG

>

Led by Reverend John
Wesley, the Methodists
avoid “sin stocks,”
including investments
in companies producing
liquor or tobacco or
promoting gambling.’

Anti-Vietnam War protests
lead to boycotts of defense
contractors and avoiding

Anti-apartheid protests lead
to movements to divest from
companies with South African

ties. Major environmental

disasters, including the Three-
Mile Island nuclear accident
(1979), the Chernobyl nuclear

disaster (1986), and the Exxon
Valdez Alaska oil spill (1989),
raise further concerns about
environmental protection and

the role of investments.

Investmen
the use of
multinatio

The Kyoto Protocol convenes
to address global warming;

192 countries pledge to reduce
greenhouse gas (GHG) emissions.

o

t concerns include
sweatshops by
nal corporations

The Global Reporting Initiative
is founded in Boston as an
independent international
organization helping businesses
and organizations take
responsibility for their impacts.

o

SustainAbility’s John Elkington

)

The Paris Agreement is

an internationally binding
treaty signed by 196 parties
at the United Nations
Framework Convention on
Climate Change.

o

A review of 160 socially
responsible mutual
funds finds that 65

and the impact of tropical
deforestation.?

investing in chemical
companies that produced
Agent Orange, a deadly
chemical weapon.

o

o

The U.S. Congress

o

Domini Social Index, now
the MSCI KLD Social

authors Cannibals with Forks: the
Triple Bottom Line of 21st Century
Business, and identifies non
financial considerations as factors
determining a company or equity’s
value. He coins the phrase “triple
bottom line,” referring to financial,
environmental and social factors.

percent of the funds
had outperformed their
respective benchmarks.*

o

Pax World Balanced

Fund is founded by two
members of the United
Methodist Church, Luther
Tyson and Jack Corbett,
launched in part as a
vehicle for religious
investors to follow their
ethical and moral principles
in avoiding companies
involved in supply chains
for the Vietnam War.
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in South Africa.

o
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6

Various employee
unions start
investing pension
assets in affordable
housing and

health facilities.

Boston-based Pioneer
Fund, established in 1928,
adopts SRl principles.

S

The first Earth Day broadly
raises awareness of
environmental concerns,
leading to the creation of the
Environmental Protection
Agency (December 1970) and
numerous environmental-
protection laws.

o

Additional SRI funds are
launched as interest in
SRI grows.?

o

The United States
Sustainable Investing
Forum (SIF) is
launched as a major
resource on SRl and
impact investing.

bans new investment

Calvert Investments
becomes the first
investment firm to sponsor
a shareholder resolution
tied to a social issue.

1990s

1989

o

The Coalition of
Environmentally Responsible
Economies (CERES] is
formed in response to the
Exxon Valdez oil spill. It
brings together investors,
business leaders and public-
interest groups to work
towards sustainability and

a low-carbon economy.

1988

6

James S. Coleman authors

an article in the American
Journal of Sociology titled
“Social Capital in the Creation

of Human Capital,” challenging
dominance of the self-interest
concept in economics and
introducing the concept of social
capital into the measurement

of value.

Index, is launched as

the first capitalization-
weighted index to track
sustainable investments.
An SRl alternative to the
S&P 500 Index, it provides
a way to measure and
validate SRI performance.

T

1990

o

1992
1994

1997

2000

b

The United Nations Global

UN Secretary General Kofi Annan
asks major financial institutions
to partner with the UN and the
International Finance Corporation
to identify ways to integrate
environmental, social and
governance concerns into capital
markets. The resulting 2005
study Who Cares Wins marked
the first use of the term ESG.

?

2004

2009

There are 250 mutual
funds in the U.S. using
SRI criteria.®

2010

The UN Sustainable
Development Goals are
backed by 193 member
states as a call to

solve the world’'s most
urgent development
challenges.

2015

CalPERS, the largest
public pension fund in
the U.S., adopts a five-
year plan to incorporate
ESG principles into its
investment process.

T

2016

2019

2011 (B

Nearly 500 actively

6

26 sustainable funds are
available, with assets of
roughly $1.9 billion.

o

The United Nations Framework
Convention on Climate Change
(a.k.a. the Earth Summit) in

Rio de Janeiro leads to an
international environmental
treaty signed by 154 countries
aiming to curb global
environmental impacts.

Compact is launched, calling on
companies to align strategies and
operations on human rights, labor,
environment, and anti-corruption.
Today, more than 13,000 companies
in 130 countries are signatories to

2006

o

United Nations Principles

the Global Compact.

1998

o

Robert Levering and Milton
Moskowitz develop the Fortune
100 Best Companies to Work
For, a list of leading U.S.
companies with regard to
corporate social responsibility.
The spotlight on the

corporate governance aspect

of responsible investment
concerned how companies were
managed, what the stockholder
relationships were and how
employees were treated.

for Responsible Investment
(PRI} is launched. It now has
more than 3,000 signatories.

2005

5

The United Nations Environment o
Programme Finance Initiative
commissions a report from the
international law firm Freshfields
Bruckhaus Deringer interpreting
the law with respect to investors
and ESG issues. It concludes that
ESG integration into investment
analysis was permissible and,
arguably, a fiduciary duty.

managed funds in the
U.S. add ESG criteria to
their prospectuses.

SIF identifies more than $3
trillion in total assets under
management using one or
more of the SIF's three core
SRI strategies - screening,
shareholder advocacy, and
community investing.

The Sustainability
Accounting Standards
Board (SASB] is
launched to standardize
sustainability accounting
and measurements
across 77 industries.
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Sustainable funds receive
arecord $51.1 billion in net
flows, more than doubling
the previous record set

in 2019. One-fourth of all
flows into funds in the U.S.
are in sustainable funds.

o

2020

2021

6

Focus on ESG issues continues

to increase. Based on a March
2021 KPMG International Limited
survey of 500 CEOs in 11 key
markets in the Americas, Asia
and Europe, business leaders
want to preserve and build

upon sustainability and ESG
accomplishments during the
COVID-19 pandemic:

e 89 percent of CEQs want to ‘lock
in" sustainability and climate
change gains.

e 96 percent say the pandemic
shifted their focus to the social
component of ESG, an increase
from 63 percent in August 2020.

o 83 percent state that they re-
evaluated their purpose during
COVID-19 to better address
stakeholder needs, up from 79
percent in August.

e And, 99 percent of CEOs say
they have a stronger emotional
connection to company purpose
since the crisis began, up from
79 percent in August.
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FOOTNOTES:

1. “Socially Responsible Investments: Methodology, Risk Exposure and Performance,” Renneboog, ter Horst and Zhang, European Corporate Governance Institute, June 2007.
2. https://www.mycnote.com/blog/the-history-of-socially-responsible-investing/

3. https://www.greenbiz.com/sites/default/files/document/016F24963.pdf

4. https://www.thinkadvisor.com/2010/02/17/sri-outperformance-socially-responsible-funds-beat-indexes-09/
5. https://saylordotorg.github.io/text_the-sustainable-business-case-book/s16-01-introduction-to-socially-respo.html.
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