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Reflections on Sustainable, Responsible
and Impact Investing in 2016

The demand for sustainable and impact investing is growing—
investors now consider environmental, social and governance (ESG)
factors across $8.72 trillion of professionally managed assets, a 33
percent increase since 2014.

Money managers and institutional investors are scrutinizing an
array of concerns—including climate change, weapons production,
human rights and corporate political spending and lobbying—across
a broader span of assets than in 2014. A diverse group of investors
is seeking to achieve positive impacts through such strategies as corporate engagement or
investing with an emphasis on community, sustainability or the advancement of women.

Client demand is one of the major drivers for money managers

The market size of that introduce products that take ESG factors into account.
sustainable, responsible Indeed, evidence of the growing interest in sustainable investing
and impact investing is the recent launch of services that issue ratings for thousands

of mutual funds and exchange traded funds on the ESG profiles
of their portfolio companies. A number of organizations are also
in 2016 is $8.72 assessing mutual funds and other investment firms on how they
trillion, or one-fifth are voting their shares on ESG issues, and whether the voting
policies are consistent with their professed ESG concerns.
Meanwhile, a major policy win took place in October 2015, when
the US Department of Labor issued a bulletin that facilitates the
management. ability of private sector employers to add SRI fund options to
retirement plans.

in the United States

of all investment
under professional

As the field grows, some growing pains are to be  Through the US SIF Foundation
expected. A continuing concern first identified in the

2014 Trends report is the significant growth of ESG
assets for which limited information is disclosed. = Managers and institutional
Increasing numbers of money managers report that investors could select up
they incorporate ESG factors, but do not disclose the to 32 criteria, divided
specific criteria used (such as clean technology and
labor issues).

survey process, money

into environmental, social,

governance and product-relat-
AS US SIF and the US SIF Foundation noted in our ed Categones They also had an
2016-2018 Strategic Plan, there is an opportunity to
enhance the rigor of the field. We aim to provide the o _
education and research that will help bring new entrants ESG criteria they considered.

option to specify any additional
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to the field, point practitioners and other stakeholders to best practices and provide a forum for
professionals to engage and learn from one another.

It is our hope that US Sustainable, Responsible and Impact Investing Trends 2016 provides our
readers with an expansive understanding of sustainable, responsible and impact investing as it
exists today and inspires you to join us in taking this important work forward.

Please visit www.ussif.org for more information on our work.

Sincerely,

ol b

Lisa Woll, CEO
US SIF and US SIF Foundation

This report is provided only for informational purposes. It is drawn from surveying and sources believed
reliable but may not be complete or accurate. It does not constitute investment advice. The lists and
examples of investment managers and vehicles presented in this report should in no way be considered
endorsements or investment solicitations.
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Executive Summary

US Sustainable, Responsible and Impact Investing Trends 2016

US sustainable, responsible and impact (SRI) investing continues to expand. The total US-domiciled
assets under management using SRI strategies grew from $6.57 trillion at the start of 2014 to $8.72
trillion at the start of 2016, an increase of 33 percent, as shown in Figure A. These assets now account
for more than one out of every five dollars under professional management in the United States.

The individuals, institutions, investment companies, money managers and financial institutions
that practice SRI investing seek to achieve long-term competitive financial returns. Some investors
embrace SRI strategies to manage risk and fulfill fiduciary duties; many also seek to help contribute
to advancements in social, environmental and governance practices. SRI investing strategies can
be applied across asset classes to promote stronger corporate social responsibility, build long-term
value for companies and their stakeholders, and foster businesses or introduce products that will yield
community and environmental benefits.

Through a survey and research undertaken in 2016, the US SIF Foundation identified:

- $8.10 trillion in US-domiciled assets at the beginning of 2016 held by 477 institutional investors, 300
money managers and 1,043 community investment institutions that apply various environmental, social
and governance (ESG) criteria in their investment analysis and portfolio selection, and

- $2.56 trillion in US-domiciled assets at the beginning of 2016 held by 225 institutional investors
or money managers that filed or co-filed shareholder resolutions on ESG issues at publicly traded
companies from 2014 through 2016.

After eliminating double counting for assets involved in both strategies and for assets managed by
money managers on behalf of institutional investors, the overall total of SRI assets at the beginning of
2016 was $8.72 trillion, as shown in Figure C. Throughout this report, the terms sustainable, responsible
and impact investing, sustainable investing, responsible investing, impact investing and SRI are used
interchangeably to describe these investment practices.

Fig. A: Sustainable, Responsible and Impact Investing in the United States 1995-2016
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The assets engaged in sustainable, responsible and impact investing practices at the start of 2016
represent nearly 22 percent of the $40.3 trillion in total assets under management tracked by Cerulli
Associates. From 1995, when the US SIF Foundation first measured the size of the US sustainable
and responsible investing market, to 2016, the SRI universe has increased nearly 14-fold, a compound
annual growth rate of 13.25 percent.

The total assets that are managed with ESG factors explicitly incorporated into investment analysis and
decision making are valued at $8.10 trillion. Of this total, $8.10 trillion were identified as managed by
money managers or community investing institutions, while $4.72 trillion were identified as owned or
administered by institutional investors. (The value of the institutional investors’ ESG assets we identified
separately was slightly lower than the institutional portion of the overall tally of money managers’ ESG
assets under management.)

ESG Incorporation by Money Managers and Investment Vehicles

The US SIF Foundation identified 300 money managers and 1,043 community investing institutions that
incorporate ESG issues into their investment decision making. The dollar value of their combined ESG
assets is 1.7 times the corresponding figure for 2014, when money managers and community investing
institutions held $4.8 trillion in ESG assets under management.

The significant growth in these ESG assets reflects several factors. These include growing market
penetration of SRI products, the development of new products that incorporate ESG criteria and the
incorporation of ESG criteria by numerous large asset managers across wider portions of their holdings.
Furthermore, the past two years have seen new disclosure on the part of numerous institutional investors
and asset managers on how they are implementing the Principles for Responsible Investment (PRI), a
global framework for taking ESG considerations into account in investment analysis, decision making
and active ownership strategies.

The broad outlines of the ESG issues incorporated by money managers are as follows:

Environmental investment factors apply to $7.79 trillion in assets under management. Climate change
criteria shape the investment of $1.42 trillion in assets under management, a more than fivefold increase
since 2014. Clean technology is a consideration incorporated by money managers with $354 billion in
assets under management.

Social criteria, which include criteriarelated to issues such as conflict risk, equal employment opportunity
and diversity, and labor and human rights, apply to $7.78 trillion in assets under management.

Governance issues apply to $7.70 trillion in assets under management, a twofold increase since 2014.

Product-specific criteria, such as restrictions on investment in tobacco and alcohol, apply to $1.97
trillion in assets.

The number of funds incorporating ESG criteria has grown 12 percent over the last two years. These funds,
which exclude separate account vehicles, other money manager ESG assets that are not associated
with a dedicated fund or other type of investment vehicle, and community investing institutions, now
number 1,002 and represent $2.60 trillion, as shown in Figure B.

Report on US Sustainable, Responsible and Impact Investing Trends ( 13



Fig. B: Investment Funds Incorporating ESG Factors 1995-2016

1995 1997 1999 2001 2003 2005 2007 2010 2012 2014 2016
Number of Funds 55 144 168 181 200 201 260 493 720 894 1,002
Total Net Assets (In Billions) $12  $96 $154 $136 $151 $179 $202 $569 $1,013 $2,457 $2,597

SOURCE: US SIF Foundation.

NOTE: ESG funds include mutual funds, variable annuity funds, closed-end funds, exchange-traded funds, alternative investment funds and other pooled
products, but exclude separate accounts, Other/Not Listed, and community investing institutions. From 1995-2012, separate account assets were included
in this data series, but have been excluded since 2014, in order to focus exclusively on commingled investment products.

REGISTERED INVESTMENT COMPANIES: Among the universe of investment vehicles that incorporate
ESG factors into investment management, 519 registered investment companies, including mutual
funds, variable annuity funds, exchange-traded funds (ETFs) and closed-end funds, account for $1.74
trillion in ESG assets.

ALTERNATIVE INVESTMENT VEHICLES: The US SIF Foundation identified 413 alternative investment
vehicles—private equity and venture capital funds, responsible property funds and hedge funds—
engaged in sustainable and responsible investment strategies, with a combined total of $206 billion in
assets under management. They include a number of private equity funds focused on themes such as
clean technology and social enterprise, and property funds focused on green building and smart growth.

OTHER INVESTMENT VEHICLES:

+ Other Pooled Products: The research team identified 70 other pooled products (typically commingled
portfolios managed primarily for institutional investors and high-net-worth individuals) with nearly $652
billion in assets that were invested according to ESG criteria.

- Unspecified Vehicles and Separate Accounts: Among 114 managers researched, $5.38 trillion in
assets were identified incorporating ESG factors into investment management in separate accounts or
investment vehicles classified as “Other/Not Listed.”

« Community Investing Institutions: A total of 1,043 community investing institutions (Clls), including
community development banks, credit unions, loan funds and venture capital funds, collectively
manage nearly $122 billion in assets. Clls have an explicit mission of serving low- and moderate-
income communities and individuals.

ESG Incorporation by Institutional Investors

With $4.72 trillion of ESG assets, a 17 percent increase since the start of 2014, institutional investors
play a substantial role in the SRI universe documented in this report. These asset owners include public
funds, corporations, educational institutions, foundations, faith-based investors, healthcare funds, labor
union pension funds, nonprofits and family offices.

The leading ESG criteria that institutional investors consider are restrictions on investing in companies
doing business in regions with conflict risk (particularly in countries with repressive regimes or sponsoring
terrorism). Investment policies on conflict risk apply to $2.75 trillion in assets, about the same as in 2014.
In second place, in asset-weighted terms, is consideration of climate change and carbon emissions;
this applies to $2.15 trillion in assets, compared with just $551 billion in 2014. Institutions report that
they apply unspecified general environmental, social and governance criteria to more than $1.2 trillion
in assets. While tobacco-related restrictions grew in asset-weighted terms, they dropped from third to
ninth place among the leading ESG criteria incorporated by institutional investors.

— 14 ( Report on US Sustainable, Responsible and Impact Investing Trends




Investor Advocacy Highlights

A wide array of institutional investors —including public funds, religious investors, labor funds, foundations
and endowments—and money managers file or co-file shareholder resolutions at US companies
on ESG issues, and hundreds of these proposals come to votes each year. From 2014 to 2016, 176
institutional investors and 49 investment management firms with total assets of $2.56 trillion filed or
co-filed resolutions. The number of institutions and managers actively involved in filing shareholder
resolutions has remained relatively stable over the past four years.

The proportion of shareholder proposals on social and environmental issues that receive high levels of
support has been on the rise. Since 2013, approximately 30 percent of these proposals received support
from 30 percent or more of the shares voted. From 2007 through 2009, only 17 percent of proposals
cleared this threshold.

Money managers and institutional investors are pursuing engagement strategies on ESG issues in
addition to filing shareholder resolutions at publicly traded companies. Fifty-seven institutional asset
owners reported that they engaged in dialogue with companies on ESG issues, as did 61 asset managers.

Fig. C: Sustainable and Responsible Investing Assets 2016

ESG Incorporation (in Billions)

Money Managers $ 8,097.9
Institutional Investors $ 4,724.5
Overlapping Assets $ (4,724.5)
Subtotal $8,097.9
Money Managers $ 1,038.6
Institutional Investors $ 1,519.6
Subtotal $ 2,558.2
Overlapping Strategies $(1,932.9)
Total $8,723.22

SOURCE: US SIF Foundation.

NOTE: ESG Incorporation includes community investing institutions (Clls).

US SIF Foundation identified over $5.1 trillion in the institutional portion of Money Managers’ ESG assets under management, so the Institutional Investors’
ESG assets identified separately are removed to control for the potential inflationary effects of double counting. For more details, see Chapter V: Methodology.

Major SRI Drivers and Trends

In recent years, numerous trends have shaped the evolution and growth of SRI within US financial
markets:

- Money managers increasingly are incorporating ESG factors into their investment analysis and
portfolio construction, driven by the demand for ESG investing products from institutional and individual
investors and by the mission and values of their management firms. Of the managers that responded
to an information request about reasons for incorporating ESG, the highest percentage, 85 percent,
cited client demand as a motivation.

- However, 114 money managers reported little to no detail for ESG assets worth $5.38 trillion, much of
it identified through their PRI Transparency Reports. These managers did not provide information on
the specific products that were subject to ESG criteria and generally divulged few if any details on the
specific ESG criteria incorporated.

+ Of the money managers that responded to a question in the US SIF Foundation survey about their ESG
incorporation strategies, 62 percent reported that they use some combination of negative screening,

Report on US Sustainable, Responsible and Impact Investing Trends ( 15—




positive screening and ESG integration within
their funds. More than half reported using
strategies of impact investing and nearly half used
sustainability themed investing as a strategy.
The incorporation strategy that affected the
highest number of assets, $1.51 trillion, was
ESG integration. (See the glossary of ESG
incorporation terms on this page.)

Climate change remains the most significant
overall environmental factor in terms of assets,
affecting $1.42 trillion in money manager assets
and $2.15 trillion in institutional investor assets —
more than three times the amounts affected
in 2014. Fossil fuel restrictions or divestment
policies applied to $152 billion in money
manager assets and $144 billion in institutional
investor assets at the beginning of 2016.

Moreover, shareholders concerned about
climate risk filed 93 resolutions specifically on
the subject in 2016 and negotiated a number
of commitments from the target companies
to report on strategic planning around climate
change or to reduce their greenhouse gas
emissions.

When it comes to specific ESG criteria, conflict
risk analysis, including the exclusion of

ESG INCORPORATION
STRATEGIES AND TERMS

Investment in sectors,
companies or projects selected for positive ESG
performance relative to industry peers. This also
includes avoiding companies that do not meet
certain ESG performance thresholds.

The exclusion from a
fund or plan of certain sectors or companies involved
in activities or industries deemed unacceptable
or controversial.

The systematic and explicit
inclusion by investment managers of ESG risks and
opportunities into financial analysis.

Investment in companies,
organizations and funds, often in private markets,
with the intention to generate social and environmental
impact alongside a financial return, which can range
from below market to market rate.

The selection
of assets specifically related to sustainability in
single- or multi-themed funds.

companies doing business in countries with repressive regimes or state sponsors of terrorism, holds
the most weight for money managers, with $1.54 trillion in assets affected, and it remains the top ESG
factor institutions incorporate into their investments, affecting $2.75 trillion.

An issue tracked for the first time this year was transparency and anti-corruption: money managers
reported $725 billion in assets taking this criterion into account, while institutional investors reported
$528 billion.

The emerging trend of gender lens investing, tracked separately for the first time this year, was
identified as affecting the management of nearly $132 billion in money manager assets, and $397 billion
in institutional investor assets.

Community investing institution assets jumped 89 percent, from $64 billion to nearly $122 billion. This
growth was led by a particularly large increase in the assets of community development credit unions,
which more than doubled since 2014.

As shown by the number of proposals filed each year, disclosure and management of corporate
political spending and lobbying is the greatest single ESG concern raised by shareholders, with 377
proposals filed on this subject from 2014 through August 2016. Many of the targets of these proposals
are companies that support organizations that deny climate change science and undertake lobbying
against regulations to curb greenhouse gas emissions.

Investors filed 350 proposals at US companies from 2014 through 2016 to facilitate shareholders’
ability to nominate directors to corporate boards. As a result of the strong investor support for these
“proxy access” proposals, the share of S&P 500 companies establishing proxy access measures over
this period grew from 1 to 40 percent.

16 { Report on US Sustainable, Responsible and Impact Investing Trends



US SIF FOUNDATION AND THIS YEAR’S

Report on US Sustainable,
Responsible and Impact Investing Trend

e —




Sustainable investment since 1996

CANDRIAM 2>

INVESTORS GROUP
A NEW YORK LIFE COMPANY

Invest with conviction and responsibility

Candriam Investors Group is pleased to support US SIF Foundation




SUSTAINABILITY

JPMorgan Chase Is committed to sustainable finance, and recognizes its potential
to address some of our most pressing social and environmental challenges.

We are proud to support the US SIF Foundation and its
2016 Report on US Sustainable, Responsible and Impact Investing Trends.

N

JPMORGAN CHASE & CO.

For more information, please visit: jpmorganchase.com/esg




5 DECADES
OF DRIVING
RESPONSIBLE
INVESTMENT

We’re proud to support the 2016 Report on U.S. Sustainable,
Responsible and Impact Investing trends.
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WTIAA

GLOBAL ASSET MANAGEMENT

BUILT TO PERFORM.
CREATED TO SERVE.

TIAA Global Asset Management provides investment advice and portfolio management services through TIAA and over a dozen affiliated
registered investment advisors.
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it is also essential for smart investing. Our commitment
to creating sustainable value has never been stronger.”

- Henry R. Kravis and George R. Roberts

For more information visit kkresg.com

KKR is pleased to support the 2016 Report on US
Sustainable, Responsible and Impact Investing Trends K K R

Neuberger Berman SRI Group is Proud to Support

The US SIF Foundation

NEUBERGER | BERMAN

For more information please go to www.nb.com/sri
Neuberger Berman LLC is a Registered Investment Advisor and Broker-Dealer. Member FINRA/SIPC.
©2016 Neuberger Berman LLC. All rights reserved.




ATURNA proudly supports the 2016 report on US Sustainable,
APITAL Responsible and Impact Investing Trends.
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Amana Mutual Funds Trust

An Investment
for Today
and Tomorrow

BlackRock is proud
to support the US SIF
Foundation and its
2016 Report on U.S.

to fresh thinking Sustainable, Responsible

and Impact Investing.

At Bank of America, we've increased our
environmental business initiative to $125
billion to continue addressing climate
change. Our businesses, employees and
partners are engaged to help accelerate
the transition to a low-carbon economy, Build on

and to move closer to our main goal: a BLACKROCK
healthier planet with a bright future.

Learn more at
bankofamerica.com/environment

to infovation Connect with us: ’ @BofA_News

©2016 BlackRock, Inc. All rights reserved. BLACKROCK is a registered
trademark of BlackRock in the United States and elsewhere. USR-10448

Bankof America Life’s better when we're connected'




"dCBIS

Catholic Responsible Investing

CBIS has worked with |

for over 35 years, to

investments with the teachings of the Church.
In cooperation with the U.S. SIF Foundation,
we believe our efforts over the years have
led to the smarter use of resources, a more
sustainable society, and enhanced long-term
shareholder value for investors.

CHRISTIAN BROTHERS INVESTMENT SERVICES
A Proud Sponsor of the U.S. SIF Foundation Since 1992
info@cbisonline.com | 800.592.8890

Community Capital Management, Inc.
is proud to support the 2016 Report
on US Sustainable, Responsible and

Impact a‘nvest:‘nﬂ/
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CERULLI
ASSOCIATES

Global Analytics

Cerulli Associates is a research and consulting firm specializing in asset
management and distribution trends worldwide. Since 1992 we have
blended original research and data analysis to bring perspective to
current market conditions and forecasts for future developments.
Through our research publications, data platforms, custom research,
and strategic consulting, we provide financial services firms with
guidance in strategic positioning and new business development.

Related Research Includes:

- The State of Retail and Institutional Asset Management 2016:
Business Planning for Growth Opportunities

- U.S. Products and Strategies 2016: Identifying Opportunities for
Active Management

- U.S. Institutional Markets 2016: Reassessing Opportunities for Growth
Across Multiple Institutional Asset Pools

- U.S. Investment Consultants 2016: Collaborating With Consultants to
Improve Investor Outcomes

For more information, please
visit www.ccminvests.com or
call 877-272-1977.

COMMUNITY

CAPITAL MANAGEMENT

Impact Investing Since 1999

Every day ImpactUs connects investors with purpose.

ImpactUsMarketplace.com
Community Capital Management, Inc. is a Florida-based investment advisor
registered with the Securities and Exchange Commission under the Investment
Advisers Act of 1940.

All securities related activity is conducted through ImpactUs Marketplace LLC,
a registered broker-dealer and member FINRA/SIPC




Legg Mason and ClearBridge
Investments are pleased to
support the US SIF Foundation.

LEGG MASON ClearBridge

GLOBAL ASSET MANAGEMENT Investments
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© 2016 Legg Mason Investor Services, LLC is a subsidiary of Legg Mason, Inc.
Member FINRA, SIPC. 656949 ADVR305838 9/16

See our perspective at
www.sentinelinvestments.com/sustainable

A Sentinel Sustainable Fund’s environmental, social and corporate governance
criteria may cause the Fund to forgo opportunities to buy certain securities, and/
or forgo opportunities to gain exposure to certain industries, sectors, regions
and countries. In addition, a Sentinel Sustainable Fund may be required to sell a
security when it might otherwise be disadvantageous for it to do so.

NOT FDIC INSURED e MAY LOSE VALUE ¢ NO BANK GUARANTEE

Before investing, carefully consider a fund’s objectives, risks, charges and
expenses. Summary and full prospectuses containing this and other information
are available from sentinelinvestments.com. Please read them carefully.
Sentinel Investments is the unifying brand name for Sentinel Financial Services
Company, Sentinel Asset Management, Inc., and Sentinel Administrative
Services, Inc. Sentinel Funds are distributed by Sentinel Financial Services
Company, One National Life Drive, Montpelier, Vermont 05604, 800-233-4332,
sentinelinvestments.com.

Morgan Stanley

The Morgan Stanley Institute for
Sustainable Investing is a proud
supporter of the

US SIF
Saagation

© 2016 Morgan Stanley

Walden Asset Management
is proud to support
the US SIF Foundation and
its 2016 report on Sustainable,
Responsible and Impact Investing
Trends in the United States

Walden Asset Management’

cing sustainable business practices sinc 5

« Integrated ESG research

« Impactful shareholder engagement
« Thoughtful proxy voting

« Effective public policy advocacy

www.waldenassetmgmt.com

CRC1622434 CS 8728305 10/16



&sTRILLIUM

ASSET MANAGEMENT

Trillium is proud to support the
US SIF Foundation's Report on
US Sustainable, Responsible
and Impact Investing Trends.

800-548-5684

www.trilliuminvest.com ==
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Bloomberg's environmental, social and governance . . . ...

(ESG) information enables investors across asset ot ottt s e e e e e

classes, company management and other market . . . . oo 00000

participants to understand their risks and opportunities

comprehensively, including factors associated with e e Soaoaa s oz oa e

intangible and reputational value.

Bloomberg provides ESG data on more than 11,000 . . . L.
companies with over 700 environmental, socialand = - - 00 s s e
governance indicators from company-sourced filings
and third-party information, covering virtually the S
entire publicly investable universe. oo o s
For more information visit s
bloomberg.com/esg
or call us at +1 212 318 2000 B

©2016 Bloomberg L.P. All rights reserved. S715961804 0916



