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2022: Reflections on Sustainable
Investing

The year 2022 has been an extraordinary one in the field of sustainable investing, with multiple regulatory
proposals put forward as well as accusations of greenwashing and political attacks by some policy
makers. At the same time, interest in sustainable investing continues to expand, and the media have never
been more engaged in covering the field.

In May, the US Securities and Exchange Commission (SEC) released two proposals that focused on
preventing misleading or deceptive fund names and requiring more detailed environmental, social and
corporate governance (ESG) disclosure by funds and advisors. This mirrors similar developments around
the globe, including in the European Union.

The SEC also released a proposal on climate change disclosure for issuers, and the US Department of
Labor (DOL) released a new rule clarifying the use of ESG criteria and proxy voting in ERISA-governed
retirement plans.’

Also in 2022, the US SIF Foundation modified its methodology for the Trends report in response to the
rapid growth of the field and the lack of information on the specific ESG criteria applied in firmwide ESG
integration from a growing number of institutions. Our 2014 Trends report was the first time we saw ESG
integration emerge as a significant strategy. We analyzed the phenomenon in our 2015 report, Unlocking
ESG Integration, which identified the limited transparency of ESG integration practices as a challenge

in the sustainable investment industry.2 Soon afterward, US SIF’s strategic goals included focusing on
advancing best practices in the field, including greater transparency and accountability by fund managers.

Trends reports since then have further confirmed that ESG research and integration have become
mainstream and are applied across trillions of dollars, but disclosure on specifics has remained limited
across a large portion of these assets.

In response, our modified methodology this year required more granular information regarding the
incorporation of ESG issues in order to be included in the tally of sustainable investment assets under
management. This change has enabled our 2022 Trends report to provide a greater focus on the specific
ESG criteria that investors have prioritized and the investment vehicles, such as mutual funds and private
equity funds, that incorporate ESG criteria.

As we look ahead, final SEC and other global regulations may further affect the methodology of future
Trends reports. Moreover, the expectation that our field will continue to mature was affirmed by responses
to an optional question in our Trends survey asking how respondents believed sustainable investing will
evolve by 2025.

'ERISA is the Employee Retirement Income Security Act, the law that governs private retirement programs.

2For more, see the US SIF Foundation’s 2015 report Unlocking ESG Integration: https://www.ussif.org/files/Publications/
UnlockingESGintegration.pdf. The report offered recommendations for money managers and the sustainable investment industry to advance
robust and transparent ESG integration practices.
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A sampling of responses includes:

“The industry is being forced to mature as regulators begin to pay attention. There will be a shakeout
starting in 2022. Asset levels will likely move lower to a truer base of real sustainable investing and
managers will have to be clear about the underlying approaches they employ.”

“...sustainable investment will become more rigorous and greenwashing will continue to be exposed. The
market may actually become smaller as firms realize that a rigorous, defensible ESG approach is quite
challenging.”

“US sustainable investing is under fire for reasons that have nothing to do with its impact or return results,
and | hope by 2025 there is less noise.”

“We will see some factors that have formerly been the purview only of ESG/sustainable focused products
become mainstream and expected from all asset managers across all products. We will see a new wave
of innovation as the most sustainable investors continue to look for ways to push the envelope.”

“It will take a few years, but hopefully data and consistent methodology will improve over time, and
greenwashing will become less of an issue.”

As covered in our 2020 Trends report, the emergence of COVID-19 and the reckoning with racial injustice
in the United States reverberated in 2020 and continue to do so. This has resulted in increased interest
in health, safety and fair compensation for employees as well as addressing racial injustice, diversity and
inclusion, inequality and climate injustice. Notably, climate change is now the top ESG issue addressed
by both asset managers and asset owners, and equal employment opportunity/diversity and health and
safety rank among the top social issues considered.

| encourage you to explore this report to learn more about the themes and developments of interest to
sustainable investors.

Sincerely,
p{fk /)74
Lisa Woll, CEO

US SIF and US SIF Foundation
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Executive Summary

Assets Included in this
Report

This edition of the Trends
report, like the 13 previous
editions, tallies the assets
under management (AUM) of
investment professionals who
use one or more strategies of
ESG incorporation and/or file or
co-file shareholder resolutions
at publicly traded companies
on environmental, social and
governance (ESG) issues.

ESG incorporation strategies
used by investors include:

ESG integration, positive/best-
in-class screening, negative
screening, impact investing and
sustainability-themed investing.

After the 2020 Trends report,
however, the US SIF Foundation
decided to modify its
methodology for the 2022 report.
In a departure from previous
editions, this report does not
include the AUM of investors
who stated that they practice
firmwide ESG integration but

did not provide information on
any specific ESG criteria they
used (such as biodiversity,
human rights or tobacco) in their
investment decision-making and
portfolio construction. The US
SIF Foundation committed to this
approach after the 2020 Trends
report found that ESG integration
had become mainstream and was
applied across trillions of dollars,

but with limited disclosure on
specifics. This continued a
phenomenon first identified in the
2014 Trends report.

The US SIF Foundation’s
modified methodology
includes the following for ESG
incorporation:

e The AUM of investors,
investment vehicles (e.g.,
mutual funds, private equity
funds, separate accounts,
other commingled funds), and
pools of assets with one or
more specific ESG criteria
incorporated in investment
decision-making and portfolio
construction.

e The AUM of specific funds
(e.g., mutual funds, exchange-
traded funds, closed-end
funds) for which money
managers identify ESG or
sustainability as integral to
their investment decision-
making and portfolio
construction in the fund’s
prospectus, even without
providing specific ESG criteria.

This modified methodology
distinguishes between a firmwide
reference to ESG integration

and a fund-level ESG strategy.
While the total assets of a

money manager that references
ESG integration across the

firm without the identification

of any specific criteria are not
counted in this year’s report, a
fund that explicitly references
ESG integration as part of its
investment decision-making
and portfolio construction in its
prospectus is included in total
ESG assets under management.
However, the name of a fund with
“ESG,” “sustainable” or similar
terms was insufficient, in itself,
for the fund to be included.

At the same time that
respondents were reporting their
data to the US SIF Foundation,
the Securities and Exchange
Commission (SEC) released
two proposals that focused

on preventing misleading or
deceptive fund names and
requiring more detailed ESG
disclosure by funds and advisors.
Trends researchers immediately
began to see multiple asset
managers reporting a modest
to steep decline in ESG

AUM as compared to their
responses in 2020. The US

SIF Foundation believes that
these SEC proposals are
motivating asset managers to
be more circumspect in what
they consider to be assets

that incorporate ESG criteria.
The organization supports the
intent of the SEC proposals

and submitted comments that
it believes will lead to more
effective rulemakings.

2022 Report on US Sustainable Investing Trends 1



FIGURE A

Sustainable Investing in the United States 1995-2022
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SOURCE: US SIF Foundation

NOTE: Assets under management in 2022 represent US SIF’s new modified methodology.

The modified methodology,

as well as the change in asset
manager reporting, has resulted
in the sustainable investment
AUM in this report coming in
significantly lower—$8.4 trillion
in 2022, compared to $17.1
trillion in 2020 (Figure A). The
$8.4 trillion represents 12.6
percent, or one in eight dollars,
of the $66.6 trillion in total

US assets under professional
management.

This phenomenon is similar

to what occurred in Europe
after the EU’s Sustainable
Finance Disclosure Regulation
required enhanced disclosure
on sustainable investment
products.

See the Methodology chapter for
further details.

2 Executive Summary

Overview

Through surveying and research
undertaken in 2022, the US SIF
Foundation identified, as shown
in Figure B:

e $7.6 trillion in US-domiciled
assets at the beginning
of 2022 held by 497
institutional investors, 349
money managers and 1,359
community investment
institutions that practice
ESG incorporation—applying
various ESG criteria in their
investment decision-making
and portfolio selection.

e $3.0 trillion in US-domiciled
assets at the beginning of
2022 held by 224 institutional
investors or money managers

that filed or co-filed shareholder
resolutions on ESG issues at
publicly traded companies from
2020 through 2022.

ESG Incorporation by
Money Managers

Using the US SIF Foundation’s
modified methodology, this
report identified 349 money
managers and 1,359 community
investment institutions
incorporating ESG criteria into
their investment decision-
making processes across a total
of $5.6 trillion in assets under
management.



FIGURE B
Sustainable Investing Assets 2022

ESG Incorporation Filing Shareholder Resolutions
Il By Money Managers on Behalf of N Overlapping M Institutional Investors
Individual/Retail Investors $916 Billion Strategies $2,162 Billion

($2,129 Billion)

H By Institutional Investors $6,646 Billion Money Managers

$815 Billion

ESG Incorporation |

" Shareholder Resolutions —

Total: $8,409 Billion
SOURCE: US SIF Foundation

FIGURE C

M M A
Figure C provides a breakdown ¢ $186 billion in assets were b olrll1 iist;:ist,?;ehiscslzt:" b:
by investment vehicles': managed through other v ype,

commingled funds. Incorporating ESG Criteria 2022

e $1.2 trillion—22 percent—
Total Net Assets (in Billions)

in assets were managed Fifty-three percent of the
through registered investment total assets reported by M Undisclosed Investment Vehicles
companies such as mutual 135 money managers using $2,954
funds, exchange-traded funds,  specific ESG criteria could Registered Investment Companies
variable annuities and closed- not readily be categorized $1,230
end funds. by investment vehicle type, B Alternative Funds
such as mutual fund or private $762
e $762 billion—14 percent— equity fund, because those B Community Investment Institutions
in assets were managed managers did not provide $458
through alternative investment  adequate disclosures. These B Other Commingled Funds
vehicles, such as private “Undisclosed Investment $186
equity and venture capital Vehicle Assets” therefore

funds, hedge funds and constitute a pool of $3 trillion
property funds. in reported ESG assets under
management, as shown in
e $458 billion in assets were Figure C.
managed by community
investing institutions.

"This report provides a breakdown of money manager sustainable investment AUM by
type of investment vehicle used. “Investment vehicles” refer to pooled investment products
organized as registered investment companies (e.g., mutual funds and ETFs) or as private SOURCE: US SIF Foundation

commingled funds (e.g., private equity, venture capital, and hedge funds), separately NOTE: Undisclosed Investment Vehicle Assets
managed accounts, CDFIs and other community investment institutions. includes separate accounts, managing $415 billion.
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FIGURE D

Leading ESG Criteria for Money Managers 2022
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Figure D shows the leading
ESG criteria reported by money
managers:

e Climate change is the most
important specific ESG issue
reported by money managers
in asset-weighted terms,
addressed across $3.4 trillion
in assets.

® |n terms of other
environmental criteria, money
managers reported applying
fossil fuel divestment policies
across $1.2 trillion in assets,
ranking it as fourth among all
specific ESG criteria.

e Avoidance of military/
weapons and tobacco are
ranked as second and third,
affecting $1.8 trillion and
$1.7 trillion in assets under
management, respectively.

¢ The leading specific

governance criterion is anti-
corruption, addressed across
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$1.0 trillion, followed by board
issues across $926 billion in
assets under management.

e Human rights are the most
prominent social issue
in asset-weighted terms,
addressed across $987
billion, followed by equal
employment opportunity
(EEO)/diversity across $765
billion, and health and safety
across $701 billion in assets
under management.

ESG Incorporation by
Institutional Investors

The US SIF Foundation

also researched the ESG
incorporation practices of
institutional asset owners.
Because money managers
generally do not disclose
confidential information about
their institutional clients,

the data received from our
direct research of institutional

investors show how and why
they incorporate ESG criteria
into their investment analysis
and portfolio selection. The
group included institutional
asset owners and plan sponsors
such as public funds, insurance
companies, educational
institutions, philanthropic
foundations, labor funds,
hospitals and healthcare plans,
faith-based institutions, other
nonprofits and family offices.

Using the modified methodology,
this report identified 497
institutional asset owners
applying ESG incorporation
practices across $6.6 trillion in
assets under management.

e Among the institutional
investors, public funds hold the
largest share of assets using
ESG criteria and represent the
greatest number of institutions
reporting the incorporation of
some form of ESG criteria in
their investments. See Figure E.



e For the first time, institutional

Other prominent social issues

FIGPRI? E investors reported climate are health and safety criteria,
Institutional Investor ESG Assets, change as the leading ESG tracked for the first time and
by Investor Type 2022

B Public 54%
Insurance Companies 36%
M Education 8%
Bl Foundations 1%
l Other 1%

SOURCE: US SIF Foundation

NOTE: Other consists of family offices,
healthcare institutions, faith-based institutions,
labor funds, and other nonprofits that
collectively represent around 1 percent of ESG
assets in 2022.

criterion they addressed

in asset-weighted terms,
affecting $4.0 trillion. See
Figure F.

¢ Another leading environmental
issue investors considered is
sustainable natural resources
and agriculture, reflected in
$2.8 trillion in assets.

e The top social issue in
asset-weighted terms is the
restriction of investments in
companies doing business
with conflict risk countries,
affecting $3.3 trillion.

addressed across $2.1 trillion,
and EEO/diversity, affecting
$2.0 trillion.

The top governance criterion
identified for institutional
investors is board issues,
which includes the
consideration of the directors
independence, diversity,

pay and responsiveness to
shareholders, across $2.9
trillion.

Tobacco, a sustainable
investment issue for decades,
affects $2.7 trillion in
institutional investor capital.

FIGURE F
Leading ESG Criteria for Institutional Investors 2022
Climate Chanage/ Conflict Risk Sustainable
Carbon 9 (Terrorist or Board Issues Natural Resources/ Tobacco
Repressive Regimes) Agriculture
N
I p— |
$3.96 $3.28 $2.87 $2.79 $2.67
Trillion Trillion Trillion Trillion Trillion

SOURCE: US SIF Foundation
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Investor Advocacy

From 2020 through the first

half of 2022, 154 institutional
investors and 70 investment
managers collectively controlling
nearly $3.0 trillion in assets

at the start of 2022 filed or
co-filed shareholder resolutions
on environmental, social or
governance issues.

e As shown in Figure G, public
funds were the leading
category of investors—in
asset-weighted terms —that
filed shareholder resolutions
during this period, accounting
for 67 percent of the assets
of all institutional investor

and money manager filers.
However, they represented
just 7 percent of the filing
institutions. When the number
of institutions rather than
assets are considered, money
managers were the leading
segment filing resolutions.

As shown in Figure H, the
leading issue raised in
shareholder proposals, based
on the number of proposals
filed from 2020 through

2022, was on ensuring fair
workplace practices, and
particularly on ending de
facto discrimination based on
ethnicity and sex. From 2020
through mid-2022, investors

filed a total of 311 proposals
on these fair labor issues.

Investors also focused on
disclosure and management
of corporate political
spending and lobbying.
Shareholders filed 288
proposals on this subject
during this period. Continuing
a trend of several years, many
of the targets were companies
that have supported

trade associations that
oppose regulations to curb
greenhouse gas emissions.

A surge in shareholder
proposals on climate change
that began in 2014 has

FIGURE G

Types of Investors Filing Shareholder Proposals 2020-2022

M Public 67.2%

B Money Manager 27.4%
Labor 2.4%

l Healthcare 1.4%

B Faith-based 1.1%

M Corporate 0.4%
Foundation 0.1%
Other/Nonprofit <0.1%

ESG Shareholder Proponents
2020-2022, by Assets

\

SOURCE: US SIF Foundation

B Money Manager 31.3%

B Faith-based 30.4%
Foundation 9.8%

Other/Nonprofit 8.5%

M Public 7.1%
Labor 6.3%

[ Corporate 4.0%
B Healthcare 2.7%

ESG Shareholder Proponents
2020-2022, by Number

NOTE: There were no shareholder filers between 2020 and 2022 for the categories of family office and education.
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FIGURE H
Leading ESG Issues 2020-2022, by Number of Shareholder Proposals Filed

Bl 2020 2021 M 2022

Labor & Equal Employment Opportunity 311
Corporate Political Activity
Climate Change
Special Meetings
Human Rights
Written Consent
Executive Pay
Independent Chair
Board Diversity
Q
(b%
SOURCE: US SIF Foundation, ISS ESG, Sustainable Investments Institute
NOTE: Data for 2022 show numbers of proposals known as of June 30 to have been filed for 2022 meetings.
continued, as investors e The proportion of shareholder majority support. From 2017
have wrestled with whether proposals on social and through 2019, that proportion
US corporations are doing environmental issues that rose to 6 percent. From
enough to assess their receive high levels of support 2020 through mid-2022, 14
climate risk or to meet the has been trending upward. percent of environmental and
greenhouse gas reduction During the proxy seasons social proposals, on average,
challenges laid down by the of 2014 through 2016, just received majority support.
Paris Climate Accord: 265 2 percent of shareholder
proposals were filed from proposals on environmental
2020 through 2022. and social issues received
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The John D. and Catherine T. MacArthur
Foundation is proud to support the US
SIF Foundation.

MacArthur is building the field of impact investing and providing
catalytic capital to address social and environmental challenges
around the world.

www.macfound.org

MacArthur Foundation




At Calvert, Responsible Investing
is all we do

We have a track record of influencing
positive change while delivering competitive
investment results.

That is why we are proud to sponsor this
year's US SIF Foundation Report on
US Sustainable Investing Trends.

Call us at 800.836.2414 to learn more.

= Calvert

This material is a general communication, which is not impartial, is for informational and educational purposes only, not a recommendation to purchase
or sell specific securities, or to adopt any particular investment strategy. Information does not address financial objectives, situation or specific needs of
individual investors. Past performance is no guarantee of future results.

Calvert is part of Morgan Stanley Investment Management. Morgan Stanley Investment Management is the asset management division of
Morgan Stanley.

© 2022 Calvert Research and Management | Suite 400, 1825 Connecticut Avenue NW, Washington, DC 20009-5727 | 800-368-2745 | calvert.com
© Morgan Stanley. All Rights Reserved.
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YOU CAN

TELL A

BOARD BY THE
COMPANY
IT KEEPS.

ClearBridge Investments, LLC, is a subsidiary of Franklin Resources, Inc.
Allinvestments involve risk, including loss of principal. ©2022 ClearBridge Investments, LLC.

——————————

ClearBridge is pleased to support
the US SIF Foundation.

While corporate responsibility has
always played a key role in our
identification of both opportunities and
risks, our influence as key stakeholders
also helps the companies we invest

in better understand those factors to
improve their ESG decision-making.

Discover authentic active
management at ClearBridge.com

ClearBridge

Investments



Impact investing isn’t a trend.
It’s our tradition.

Celebrating over 30 years of pairing commerce with compassion,
our women-led, impact leading firm understands what it
takes to harness the power of finance to help create a better
world. Learn more about how we help drive positive social,
environmental, and financial outcomes at domini.com.

We are proud to support the US SIF Foundation and
its 2022 Report on US Sustainable Investing Trends.

Domini.

Investing for Good -

Before investing, consider each Fund’s investment objectives, risks, charges and expenses. Contact us at
1-800-582-6757 for a prospectus containing this and other important information. Read it carefully. The
Domini Funds are not insured and are subject to certain risks and possible loss of principal. Shares of the Domini
Funds are only offered in the United States. DSIL Investment Services LLC, Distributor. 2/22

Never Lose Sight of
the Long-Term View s

MFS

Even with near-term challenges, we stay
focused on creating value for our clients
through long-term investing.

MFS® is proud to support the 2022 Report on
US Sustainable Investing Trends.

mfs.com/sustainability
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SRI Wealth Management Group

Leaders in sustainable, responsible and impact investments

Thomas Van Dyck, CIMA® Catherine Chen, CIMA®, AWM
Managing Director - Financial Advisor Managing Director - Financial Advisor
thomas.vandyck@rbc.com catherine.r.chen@rbc.com

Wealth
SRI Wealth Management Group % Management
(415) 445-8304 RBC
www.sriwealthmanagement.com o SRI Wealth

Management Group

Investment and insurance products: * Not insured by the FDIC or any other federal government agency * Not a
deposit of, or guaranteed by, the bank or an affiliate of the bank « May lose value

© 2022 RBC Wealth Management, a division of RBC Capital Markets, LLC, registered investment adviser and Member NYSE/FINRA/SIPC.
All rights reserved. 22-S1-01890 (07/22)

Investing to make
an
our world

Nuveen is proud to support the US SIF Foundation.

nuveen.com

nu i e e n Nuveen provides investment advisc ugh it WEINS

A TIAA Company 129931




MSCI

MSCI IS PROUD TO SUPPORT
THE US SIF FOUNDATION AND THE

2022 Report on
US Sustainable
Investing Trends

With over 45 years of expertise, MSCI has been
at the forefront of providing data, research and
other tools to help enable ESG integration across
the entire investment process and is committed
to further advancing solutions to facilitate and
accelerate sustainable investing.

www.msci.com/our-solutions/esg-investing

©2022 MSCl Inc. All rights reserved.

North Sky

CAPITAL

Investments
North Sky Capital is proud to sup
the 2022 US SIF Trends Report.

Minneapolis » Boston e« Ashey
northskycapital.com 612 435 7150 .

AV 3,07

© 2022. These materials are not intended as an offer to sell, or the solicitation of an‘offer to purchase, any secburity.




Raymond James Investment Management
is proud to support the 2022 Report on U.S.
Sustainable Investing Trends.

The investments we make
today impact the world we # £
live in tomorrow.

RAYMOND JAMES ‘ INVESTMENT MANAGEMENT

880 Carillon Parkway | St. Petersburg, Florida 33716 | 1.800.521.1195 | RJinvestmentManagement.com

RJIM22 - 0006 Exp. 12-31-2023 | ©2022, Raymond James Investment Management. All rights reserved.
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===, Boston Trust Walden Pé BrownApvisory

Principled Investing.

BROWN ADVISORY IS PLEASED TO SUPPORT

THE US SIF FOUNDATION

- Boston Trust Walden
is proud to support
the US SIF Foundation
and its report on
US Sustainable
Investing Trends




GOVERNANCE &
ACCOUNTABILITY
INSTITUTE, INC.™

Navigating
the way to
sustainability.

The G&A Institute team is proud

to sponsor the 2022 Report on US
Sustainable Investing Trends. At G&A,
we help corporate leaders navigate

We are pI‘OUd tO Support the 2022 sustainability issues and standards,

enabling them to maximize their

Report on US Sustainable efforts in the eyes of investors.
Investing Trends

Proud members of U.S.
Forum for Sustainable and
0_.g o R nsible Investment
Visit ccminvests.com or call 877-272-1977 e

Community Capital Management, LLC is an investment adviser registered with the

Securities and Exchange Commission under the Investment Advisers Act of 1940. - o N
The future is investing in sustainability.

Learn how to make the most out of it. ga—lnStltUte'com

We created The Heart Rating
of sustainable & responsible
funds in 1992 because there
are many shades of green.

. Overall Heart . Shareholder . Community
¥ Rating ¥ Advocacy 7 Investing
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&3’ NATURAL

INVESTMENTSLE

P TRILLIUM

ASSET MANAGEMENT®
Natural Investments, a socially responsible

investment advisor since 1985, is proud www.trilliuminvest.com
to support the 2022 Report on US

Sustainable Investing Trends.
Amsterdam | Boston | Edinburgh | London | Melbourne | Portland | San Francisco | Sydney
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Shape Your World

Invest in ways that benefit people and
the planet, as well as your portfolio.

The Sustainability Group, part of Loring, Wolcoft &
Coolidge, was founded by Amy Domini in 1987. Since
then, we have been guided by our commitment to
universal human dignity and ecological sustainability.
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Dedicated to informing
Learn more about US SIF

with .
research, consulting, k| www.ussif.org

and data
y @us_sif
Cerulli Associates is proud to

support the 2022 Report on US .
, . /company/us-sif/
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ESG research, visit
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