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4.		Who	Can	Benefit?		
Sustainability and Finan-
cial Performance

Research and practical experience have refuted the myth that Sustainable Investing 
inevitably means sacrificing performance. Many empirical studies have been 
conducted; a 2015 review1 analysed more than 2,000 such studies. More than 90% of 
the studies demonstrated that ESG-friendly stocks perform in line with or outperform 
non-ESG stocks. The authors of this comprehensive review of the academic evidence 
concluded that sustainable strategies that focus on companies with good ESG 
practices were investing in “better” companies. They remarked that “the business case 
for ESG investing is empirically well-founded” and stated, “We clearly find evidence for 
the business case for ESG investing.”

At the fund level, a study2 examining how funds behaved in 2018 showed that 63% of 
sustainable funds concluded the year in the top half of their respective categories. 
Looking specifically at sustainable equity funds, the study found that this category 
performed better than their conventional equity counterparts in the volatile and 
negative stock market of 2018. We will devote a separate section to ESG performance 
in meeting the investment challenges of Covid. 

It is important to examine the methodology of a strategy, and not to generalize. Of 
course, Sustainable Investing strategies are as diverse as other approaches. Not all 
will perform the same, nor will they always outperform. But across the board, they have 
proven their potential to enhance return/risk profiles. This generally applies across 
investment geographies and market capitalisations, as illustrated by the case study on 
Sustainability in emerging markets presented in the Box. 

1. Gunnar Friede, Timo Busch, and Alexander Bassen (2015), “ESG and financial performance: aggregated evidence from more than 2000 empirical studies,” Journal 
of Sustainable Finance & Investment, 5:4, 210-233.
2. Morningstar, “Sustainable Funds U.S. Landscape Report,” February 2019.



4August  2021



 5 Insurers’ Guide to Sustainable Investing: What, Why, and How ? 



6August  2021



 7 Insurers’ Guide to Sustainable Investing: What, Why, and How ? 

5. What About Covid-19? 
– The Potential Impacts 
for Sustainable Investing 

With the Covid-19 crisis still underway, it is too early to draw definite conclusions 
regarding its long-term impacts on Sustainable Investing. It is nevertheless informative 
to take an initial look at the performance of ESG strategies during the crisis so far, and 
at what the crisis has taught us so far about Sustainability as a predictor. 

5.1. Performance During the Crisis

The effect of Covid-19 on companies and securities is particularly intriguing because it 
can be considered the first global, large-scale test of Sustainable Investing. While many 
Sustainable Investment Strategies demonstrated resilience during the 2008-2009 
Global Financial Crisis, at the time they were more of a niche investment. Sustainable 
Investments have grown threefold since then. 

Broad market indices and fund returns show that the performance of Sustainable 
Strategies during the Covid crisis has, on average, been more robust.  

Figure 5-A

Sources: Candriam, Bloomberg, 29/01/2021. 
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5.2. Drivers  of ESG Performance During the Crisis

What explains the relative resilience of Sustainable strategies so far in 
the crisis? It is certainly too early to conduct a formal attribution analysis. 
However, what appears clear is that Sustainable strategies tend to display a 
number of characteristics that are logically sought-after attributes in times 
of stress. 

A first factor that is often mentioned when trying to explain the performance 
of Sustainable strategies in the crisis is sector allocation. A sector that 
is often pinpointed in this argument is energy – indeed, it is often argued 
that strategies that take into consideration ESG factors have performed 
relatively well because they underweight energy. And in fact, the energy 
sector did suffer significantly during the early Covid financial market crisis. 

Source: Morningstar

Figure 5-B
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Analyses show that the average outperformance of Sustainable investments 
on an aggregated basis is still material even after adjusting for sectors. It is 
not as simple as avoiding the energy sector. Many sustainable strategies 
still invest in energy forms such as natural gas and lower-emitting fossil 
energy. In many sectors there are dispersions within the industry, between 
companies with good versus unsustainable ESG ratings. Further, the weight 
of energy in most indices is actually not that high. The energy sector is less 
than 3% of the MSCI World index.3 Sector allocation does not explain the 
overall performance of Sustainable strategies.

Factors beyond sector allocation are demonstrably at work. Sustainability 
considerations at the company level are clearly relevant. The Covid crisis 
seems to point for example to certain Social, or S-factors, such as good 
management of employees and suppliers. Good long-term relationships 
with staff can support business continuity processes in times of crises. In 
sectors such as food distribution this can be a differentiator. Investors are 
increasingly pushing for greater transparency in these areas, especially with 
regard to working conditions and health insurance. Good relationships with 
suppliers, too, can be supportive in times of stress, notably to maintain supply 
chains. 

The fact that investors have sought out companies with strong ESG ratings 
in the crisis also makes sense when thinking about the implications of good 
Governance.  Companies with good Governance are often characterized by 
healthy balance sheets, financial caution and proactive risk management. In 
the eyes of many investors, these features help reduce risk, especially during 
market turmoil.  

Companies with strong ESG elements frequently display adaptability and 
the capacity to innovate – both attributes which are particularly in demand 
in crises. Certain Sustainable companies develop new solutions, for example 
to mitigate climate change or facilitate the circular economy. Others evolved 
their processes to meet ESG criteria. This demonstrates innovation, flexibility 
and adaptability. 

Hence, the crisis sheds light on the potential added value of analysing 
Sustainability risks and opportunities. It also illustrates why it is interesting 
to examine company’s alignment with global Sustainability trends In fact, 
structural Sustainability trends such as digitalisation and the search for 
health and wellbeing have been further reinforced by this crisis. 

3. Source: MSCI, January 29 2021
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5.3. Peering into the Future 

While it is too early to draw long-term conclusions on the impact Covid-19 
will have on Sustainable Investing, we have gained insights from the crisis 
that should support the use of ESG in analysing investments. 

So far, we are seeing that on average, issuers with good ESG ratings have 
been relatively resilient. The crisis illustrated the potential added value of 
exposure to structural sustainability trends. The evidence so far could also 
supports a more ESG-aligned perspective on what constitutes good, and 
financially successful, employee and supplier management. The international 
community is learning that massive, drastic remedies against exogenous 
shocks can be deployed relatively quickly, and that changes in human activity 
can have tangible consequences for the environment. 

In the most recent World Economic Forum Global Risk Landscape, published 
after the onset of the crisis, climate action failure ranks almost as high as 
infectious diseases in terms of impact, and even higher in likelihood. These are 
followed by other environmental risks, such as human environmental damage, 
biodiversity loss and extreme weather. The fact that many environmental 
risks rank close to the risk of infectious diseases, may add to the growing 
understanding of the environmental urgency and further support regulatory 
initiatives to mitigate climate change and other environmental issues.  
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Source: World Economic Forum, Global Risks Report 2021, 16th Edition.

Figure 5-C
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6. Conclusion: 
High Stakes      

Sustainable Investing has become indispensable. 

The stakes for insurers are high --- to ensure the resilience of investments 
in the face of rising Sustainability risks, align practices and portfolios 
with increasing regulation, and protect their company and brand against 
reputational damage. 

Capturing the new opportunities offered by Sustainable Investing will be key 
to the long-term earnings potential of insurance assets and the competitive 
position of insurers. It is vital for insurers to build significant in-house know-
how or to carefully select their external partners. For outside expertise, 
companies must carefully select partners that are both true Sustainable 
Investing experts to support the insurer in the implementation of Sustainable 
Strategies which fit their portfolio and individual circumstances. 

The goal is simple -- to make Sustainable Investing a source of potential 
added value.  
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