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Consider for a moment that someone asked you for the colour of money. What would you say – green? Well, on the 
back of the momentum gathering on the environmental, social and governance (ESG) front, the colour closely 
associated with one of humanity’s most basic emotions and a number of popular comic book superheroes (DC or 
Marvel), is today a descriptor commonly used in finance. Other than push forces in the form of up and coming 
regulatory requirements across the world, what else is fueling the ESG bandwagon? Some attribute this to 
investors’ desires to improve returns and add to long-term portfolio resilience. How well validated is this belief? In 
this latest update and Lion Global’s first ESG article for 2021 we take stock of the state of ESG and share some 
thoughts on the aforementioned issues. Ultimately, whatever colour we may choose to paint ESG – green, black or 
maybe even white – one thing I am sure we can all agree on, is that the times (and colours) are certainly changing.   

was a catchphrase made popular by the 1996 
romantic comedy Jerry Maguire which starred Tom 
Cruise, Renee Zellweger and Cuba Gooding Junior 
(who went on to win an Academy Award for his 
portrayal of a football player in the movie).

Interestingly enough, a decade prior to Jerry 
Maguire, a younger Cruise had also starred in 
another money-themed movie, the classic The 
Colour of Money, this time with acting legend Paul 
Newman.

Now fast forward to current times and imagine if 
someone were to say to you ‘show me the colour 
of money’. What would your reply be?
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1 DC comic fans among us will be familiar with the 
debilitating effects green kryptonite has on the last 
son of Krypton.
2 Losavio, E., 16 February 2021, ESG demand prompts 
more than 250 European funds to change tack, 
Financial Times, retrieved from https://www.ft.com/-
content/e0237f69-a8c8-4bfc-9ccc-c466fb11f401 
3 See https://www.bis.org/review/r210310b.pdf 

Well, the colour which seems to be the envy of 
others these days is green. On the back of the 
ESG momentum fast gathering in the 
marketplace, the colour closely associated 
with one of mankind’s most commonly felt 
emotions and Superman’s most well-known 
weakness1 , is today a key descriptor used by 
many in the financial industry. Citing data 
from Morningstar, the Financial Times 
reported that rising demand for “sustainable” 
investment in 2020 induced managers to 
change the strategy or investment profile of 
more than 250 European funds, with the 
majority of these having added terms such as 
“sustainable”, “ESG”, “green”, or “socially 
responsible” to their fund titles2.

Here at home, Ravi Menon, Managing 
Director of the Monetary Authority of 
Singapore (MAS), said in his keynote address 
at the IMAS-Bloomberg Investment 
Conference 2021 in March 2021 that “the 
future of capital is green”3 , while earlier in the 
year, The Green Finance Industry Taskforce, 
convened by the MAS, issued a proposed 
taxonomy for Singapore-based financial 
institutions in a bid to identify activities that 
can be considered green or transitioning 
towards green. 
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The 2020 report of the biennial Global Sustainable 
Investment Review was not yet available at the 
time of writing but looking at the most recent 
fourth edition of this report in 2018, we see that 
sustainable investing assets in the five major 
markets of the US, Europe, Japan, Canada, 
Australia and New Zealand had already stood at 
US$30.7 trillion at the start of 2018 – a 34% 
increase over two years4. 

If more recent data from a Morningstar report in 
March 2021 is anything to go by, we can and 
should expect to see such growth in global 
sustainable assets remain unabated; global assets 
in sustainable funds grew 29% in 4Q2020, reaching 
a value of US$1,652 billion at the end of 20205. 
Additionally, Morningstar also noted in this report 
that there were 281 open-end sustainable funds 
and 111 sustainable exchange traded funds (ETFs) 
at the end of 2020 – almost quadrupling (in 
aggregate) since 2011. 

Elsewhere, in a global survey of 200 asset owners – 
comprising  pension funds, insurers, sovereign 
wealth funds and endowments/foundations – with 
assets of some US$18 trillion, index provider MSCI 
observes ESG being a new norm, with 73% of  
survey participants planning to increase ESG 
investments either significantly or moderately by 

the end of 2021⁶. Here in the Asia Pacific, the 
survey also reveals that 57% of investors expect to 
incorporate ESG issues into their investment 
analysis and decision-making processes for their 
main funds “completely” or “to a large extent” by 
the end of the year. According to MSCI, the shift 
towards incorporating ESG considerations into 
investment decisions had accelerated due to the 
pandemic, as demonstrated by more than 70% of 
survey participants who indicated that they 
believed companies with high ESG ratings had 
good continuity planning during the pandemic.

It is worth noting that MSCI’s findings appear to 
corroborate findings by AsianInvestor, which in 
another survey collaboration with S&P Dow Jones 
Indices, found that the two key drivers behind Asia 
Pacific investors’ decision to invest in line with ESG 
factors in the current environment included i) a 
desire to improve returns, and, ii) to increase 
longer-term portfolio resilience7.

What has given these investors (across the various 
surveys) the idea that investing based on ESG 
factors can be a source of value-add for investment 
returns and portfolio resilience?

Green
Green

Grass of
Growth

4Global Sustainable Investment Alliance, 2018 Global 
Sustainable Investment Review
5Dan Nielsen, Head of Product Management, ESG 
Indexes, Morningstar, ESG Investing and Indexes, March 
2021
6MSCI, MSCI Investment Insights 2021: Global Institution-
al Investor Survey
7AsianInvestor, S&P Dow Jones Indices, ESG Survey, 
Winter 2020
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Both academics and practitioners have written much about the pendulum swing 
that saw the MSCI AC World Index (ACWI) lose more than 30% in over just barely a 
month (19 February – 23 March 2020), before rallying close to 69% thereafter to 
end 2020 up more than 14%8.

MSCI ESG Research, a provider of ESG data and research, studied the behavior of 
ESG indexes amid a turbulent 2020 and found that despite important differences in 
how MSCI’s flagship ESG indexes were constructed, all of them had performed in 
line or better than their parent MSCI ACWI. Further, the study also notes that while 
all MSCI ACWI ESG indexes finished the year at least on par with their parent, most 
outperformed during both the slump and subsequent snapback, buoyed by sound 
ESG characteristics⁹.

Elsewhere, Morningstar looked at the performance of passive ETFs in the third 
week of February last year and further compared rolling monthly returns up to 20 
March 2020, of sustainable or ESG ETFs available in four popular Morningstar 
categories, with the returns of low-cost non-ESG ETFs. Morningstar concluded that 
passive sustainable and ESG funds weathered the downturn better than 
conventional ETFs in the Global, Europe, and US Large-Cap categories, with 
Emerging Markets Large-Cap being the category with the lowest proportion of 
outperforming ESG funds10.

Moving away from portfolios and analyzing bottom-up corporate behavior, 
Cheema-Fox et al. conducted another recent analysis to look at the kind of 
companies investors trusted in during the Covid-19 market collapse and found that 
firms with more positive sentiment of their labor, supply chain and operating 
response to the crisis experienced higher institutional money flows and higher stock 
returns11. In similar vein, in the September-October 2020 issue of the Harvard 
Business Review, Harvard Business School’s George Serafeim also discussed his 
analysis of more than 3,000 companies between late February and late March 2020, 
referring to data which showed that firms which were publicly perceived as 
behaving more responsibly had less negative stock returns vis-à-vis their 
competitors12.

Not SoGrey
anAnatomy

8 Source: Bloomberg, as at 20 April 2021
9 Yuliya Plyakha Ferenc, MSCI ESG Research, ESG Indexes Through the Slump and Rally of 
2020, March 202
10 Briegal Leitao, Morningstar, How ESG ETFs Have Performed in the Sell-Off, 2 April 2020
11 Cheema-Fox, A., LaPerla B.R., Serafeim G., and Wang, H. (Stacie), 2020, Corporate Resilience 
and Response During COVID-19 (SSRN Scholarly Paper ID 3578167)
12 Serafeim, G., Social-Impact Efforts That Create Real Value, Harvard Business Review Septem-
ber-October 2020
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And so while the concepts of ESG and sustainability 
appear to have proven their mettle amid the tumult of 
2020, are there more sustainable grounds for ESG 
conviction?

Here, it is worth noting that the aforementioned study 
conducted by Serafeim adds to research he has been 
doing with various academic colleagues over the past 
two decades on this subject. One in particular was that 
which he did with Mozaffar Khan and Aaron Yoon in 
2015, in which the authors analysed more than 2,000 
US companies over 21 years, and found that firms with 
good performance on material sustainability issues 
significantly outperformed firms with poor 
performance on such issues. Khan et al. go on to 
conclude that investments in material sustainability 
issues can be value-enhancing for shareholders while 
investments in immaterial sustainability issues have 
little, if any, value implications, bringing to bear that 
investors are becoming sophisticated enough to 
differentiate between greenwashing and value 
creation13.

Elsewhere, the New York University Stern Center for 
Sustainable Business recently collaborated with 
Rockefeller Asset Management to examine the 
relationship between ESG and financial performance in 

more than 1,000 research papers over the period 
2015-202014. Here, the authors found a positive 
relationship between ESG and financial 
performance for 58% of the “corporate” studies 
focused on operational metrics such as Return on 
Equity, Return on Assets, or stock price, with 13% 
showing neutral impact, 21% mixed and 8% 
exhibiting a negative relationship. For studies 
centered on parameters such as alpha or Sharpe 
ratio on a portfolio of stocks, 59% showed similar or 
better performance versus conventional investment 
approaches while 14% had negative results. Positive 
results were also observed when 59 climate change 
or low carbon studies related to financial 
performance were reviewed. Here, 57% of corporate 
studies were reported to have arrived at a positive 
conclusion, 29% neutral, 9% mixed and 6% negative 
while looking at investor studies, the authors found 
that 65% showed positive or neutral performance 
compared to conventional investments, with 13% 
being negative.

In the same study above, the authors also analysed 
existing meta-studies, during which they found 13 
corporate meta-analysis studies published (covering 
more than 1,270 unique studies) and two investor 
meta-analysis studies (covering 107 unique studies) 
published since 2015. While the former found 
consistent positive correlations between ESG and 
corporate financial performance, ESG investing 
returns were seen to be generally indistinguishable 
from conventional investing returns in the latter.

As we can see, the debate continues to brew. I could 
carry on with the literature review and list its gamut 
of corresponding conclusions; but we shall leave 
that exercise for another day. For now, it would 
suffice for us to recognize the relationship existing 
between performance and ESG/sustainability. And 
better still if we could also in turn then consider the 
deeper tie between purpose and profit.

13   Khan, M.N., Serafeim, G., and Yoon, A., Corporate Sustainabili-
ty: First Evidence on Materiality, Harvard Business School 
Working Paper, No. 15-073, March 2015

14  Whelan, T., Atz, U., Van Holt, T., and Clark, C. (2021), ESG 
and Financial Performance: Uncovering the Relationship by 
Aggregating Evidence from 1,000 Plus Studies Published 
between 2015-2020
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In its Global Pensions Assets Study 2021, the Thinking 
Ahead Institute (TAI) identified five key themes for the 
year, one of which includes the paradigm shift faced by 
the investment world as it extends from the traditional 
“two-dimensional model (risk and return) to a 
three-dimensional one” comprising risk, return and 
impact; from a “risk return optimisation paradigm to the 
dual organising principles around return optimising and 
sustainability alignment; from the narrow precepts of 
MPT and market fundamentalism to systems-theory, 
multi-stakeholders and a society context”15.

If I could offer a layman’s nuance to TAI’s view, I would 
say that the investment fraternity is today being called 
to a renewed consideration of what it means to be a 
steward – not just over client capital (and the traditional 
two-factor risk-return objectives we have been brought 
up on) but also as steward over all that has been 
entrusted to our care, in the broader economy across 
multi-stakeholders and society.

And so while a lot of the early focus on ESG has been on 
the environmental front – and rightly so – social factors 
continue to gradually make their presence felt, catalyzed 
by the pandemic. Global proxy advisory firm, Glass 
Lewis, foresees Covid-19 impact on proxy statement and 
annual report disclosures on issues such as corporate 
governance and human capital management. Arguably, 
this should not come as too much of a surprise, given the 
toll the pandemic has had on lives everywhere. Vaccine 
rollouts have indeed begun to unlock the effects of 
monetary and fiscal stimulus but we know not all 
segments of society will emerge from this crisis on equal 
footing. As such, amid the impressive and encouraging 
public policy response we see being undertaken thus far, 
a wider range of long term social issues beckon.

15 Thinking Ahead Institute, Willis Towers Watson, Global Pension 
Assets Study 2021 
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With this article, we kick off Lion Global’s thought series on ESG and sustainability for 2021. As noted at the outset, 
green appears to be the colour commonly associated with many ESG-related discussions and themes for now. But 
it will only be a matter of time before the full rainbow of ESG colours is appreciated.

I shall end here with lyrics from Hole in the World, a song released by American rock band The Eagles, in 2003, and 
believed to have been written as a tribute to the September 11 attacks. On so many dimensions – environmental 
or social, literal or figurative, two decades ago or current – the words in the chorus are very relevant and apt, and 
provide for timely reflection as the clocks for dealing with issues like climate change and social imbalances 
continue ticking down.
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There's a hole in the world tonight 

There's a cloud of fear and sorrow 

There's a hole in the world tonight

Don't let there be a hole in the world tomorrow

Hole In The World by The Eagles 

Somewhere
OvertheRainbow
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This advertisement or publication has not been reviewed by the Monetary Authority of Singapore.  It is for 
information only. It is not a recommendation, offer or solicitation for the purchase or sale of any capital 
markets products or investments and does not have regard to your specific investment objectives, financial 
situation, tax position or needs.  The information contained herein is confidential and must not be published, 
reproduced or distributed in whole or part to any other person without the written consent of Lion Global 
Investors Limited (“LGI”), and is not intended for use by any person other than the intended recipient. This 
publication may not be transmitted into any jurisdiction or to any person where any recommendation, offer 
or solicitation is prohibited (including Canada, Japan, the United States of America) or to US persons (as 
such term is defined in Regulation S under the US Securities Act of 1933).

Any information (which includes opinions, estimates, graphs, charts, formulae or devices) is subject to 
change or correction at any time without notice and is not to be relied on as advice. Investments in our funds 
are not obligations of, deposits in, guaranteed or insured by LGI or any of its affiliates and are subject to 
investment risks including the possible loss of the principal amount invested. You are advised to conduct 
your own independent assessment and investigation of the relevance, accuracy, adequacy and reliability of 
any information contained herein and no warranty is given and no liability is accepted for any loss arising 
directly or indirectly as a result of you acting on such information. LGI, its related companies, their directors 
and/or employees may have positions in the products mentioned in this publication and be engaged in 
purchasing or selling of such products for themselves or their clients. You may wish to seek advice from a 
financial adviser before making a commitment to undertake any investment. In the event that you choose 
not to seek advice from a financial adviser, you should consider carefully whether the investment is suitable 
for you. The references to any particular company is intended for illustration purposes only and is not 
indicative of our intention to invest in such company or a recommendation to invest in the securities of such 
company.

Lion Global Investors® Limited (UEN/ Registration No. 198601745D) 

Disclaimer
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