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INVESTIGATIVE REPORT 
 
Compared to traditional investments, the 1300 ethical portfolios are less likely to lose value in the long term 
Sustainable financial products driven by millennials and the wealthy. On the stock market however, many still view them as a “limiting 
choice” 

The Greta-Economy offers better returns 
Double rewards for green funds 
 
FRANCESCO SPINI 
MILAN 
 
Investing in a way that benefits 
the environment and society is 
becoming the new imperative 
of the asset management 
industry. The latest to make this 
shift is one of the world's 
leading asset management 
firms, BlackRock. In a letter to 
investors, CEO Larry Fink 
named sustainability, 
particularly environmental 
sustainability, as the “new 
standard for investing.” This is 
confirmation of a trend that has 
been ongoing for some time 
among these very clients: the 
demand for investment 
products that respect the 
principles of sustainability is 
increasing. In fact, demand has 
boomed. 
A Bank of America Merrill 
Lynch report stated that “a 
tsunami of assets is poised to 
invest in “good” stocks.” 
According to research, the 
legions of new investors driven 
by principles of sustainability - 
which also catalysed the most 
recent World Economic Forum 
in Davos - fall into three 
categories: women, millennials, 
and those that central banks 
eloquently call “high net worth 
individuals”, the fat cats with at 
least a million dollars to invest.  
Increasing awareness  
“According to our estimates,” 
says the Bank of America, 
“investments in ESG funds 
could rise by $ 20 trillion over 
the next two decades. That’s 
equivalent to the size of the 
S&P 500 today,” referencing 
the leading American stock 
market index. And Italy is 
picking up the baton in this race 
to “good” stocks. 
“In fact, sustainable investment 
products are growing at double-
digit rates in Italy, a 
phenomenon that reflects 

society's increasing awareness 
of these topics more generally,” 
says Emilio Franco, CEO of 
Mediobanca Sgr. The 
phenomenon has especially 
taken off in the last two years, 
recording a 154% growth with 
the launch of over a hundred 
sustainable funds in the last 
three years: there are now over 
1300. 
Investments based on 
sustainable and responsible 
investment (SRI) and 
environmental, social and 
governance (ESG) strategies 
are worth approximately 375 
billion. Problematic sectors 
such as arms, tobacco, alcohol 
and gambling are excluded; 
instead, the environmental and 
society sustainability of the 
businesses in question is 
considered.  In the world of 
finance, in short, “good” funds 
are becoming more popular 
while traditional investments 
are being cast as the bad guys, 
limiting their perspective to 
classic, strictly financial 
parameters without considering 
aspects such as CO2 emissions, 
the composition of the board of 
directors or the working 
conditions of the investee 
companies. However, the 
distinction is not always clear. 
“Telling the “good” from the 
“bad” is not always 
straightforward,” observes 
Angelo Meda, head of equities 
and ESG research manager for 
Banor SIM. “There is a 
tendency in finance to ride the 
wave of the moment. Trying to 
sell a financial product that 
might yield good returns but is 
not sustainable simply won’t 
work.” Consequently, to some 
extent all of them have gone 
green. Green washing, which 
uses the language of 
environmental sustainability for 

marketing purposes, is on the 
rise. Whether it benefits the 
planet remains to be seen. 
But the question that has been 
racking investors for some time 
is this: does investing in 
products according to non-
financial criteria benefit the 
portfolio? In essence, does 
sustainability pay? Excluding 
certain sectors or shares for 
social or environmental reasons 
has side effects, say critics: if 
nothing else, it reduces the 
investment universe and the 
possibility of diversification. 
Essentially, there are those on 
the stock market who deem it a 
“limiting choice”. Roberto 
Grossi, deputy general manager 
of Etica Sgr, refutes this. “It’s 
prejudice. There might be fewer 
investment opportunities, but 
the selection process eliminates 
those that in the medium to long 
term could run into problems 
due to risks that are currently 
undervalued.” 
For businesses, having a high 
sustainability rating means 
confronting issues such as 
pollution or adopting industrial 
processes aimed at reducing 
conflicts with employees and 
clients. “This,” notes Emilio 
Franco, CEO of Mediobanca 
Sgr, “translates into lower risks 
of future disputes, sanctions or 
claims for compensation. 
Moreover, it means less 
volatility on the stock market.” 
When the market falls, these 
stocks have greater staying 
power. 
“The information obtained by a 
sustainability analysis enables 
us to get to know a business 
from a wider perspective and 
thus reduce risks,” emphasises 
Grossi. However, some studies 
are also beginning to show how 
sustainability can benefit 
performance itself, with 

positive repercussions for the 
bottom line. 
Allocation of ratings 
A Morningstar study published 
in February last year considered 
56 indices where stocks were 
grouped according to 
sustainability criteria. Of these, 
41 performed better than 
equivalent indicators not bound 
by ESG criteria. In a nutshell, 
the study reported “a success 
rate of 73%.” But these findings 
must be handled cautiously, as 
other studies have reported the 
opposite. A lot depends on the 
parameters used. The truth, 
confides a manager, “is that we 
are still living in the Wild 
West,” where there are no 
codified standards or universal 
rules. “Traditional financial 
analysis has used more or less 
the same models for a hundred 
years,” notes Meda of Banor 
SIM. “The sustainability ratings 
models first came onto the 
scene in the early 2000s, after 
the Internet bubble burst. The 
phenomenon has really taken 
off in the last three years; 
maybe now is the time to 
impose some rules.” In Italy, 
financial institutions are 
tackling the issue with the 
Sustainable Finance Forum. 
The European Union is 
producing a glossary and some 
universal metrics for 
sustainability criteria. Until 
now, confusion has reigned 
supreme. There are still 
relatively few funds that 
analyse investee companies 
from this perspective, and 
consequently analysts must 
develop new skills. For now, 
most social and environmental 
impact analyses are carried out 
by specialised operators who 
compose indices and assign 
ratings, effectively giving 
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businesses a sustainability 
report card. 
But as major investment firms 
jump on the bandwagon, it's 
clear that the course has been 
set. BlackRock is not alone: in 
our own backyard, Generali - 
which manages assets worth € 
500 billion - has decided to 
divest € 2 billion currently 
allocated to the coal industry. 
When making its investment 
choices, the Italian firm has 
extended its analyses beyond 
performance to also consider 
sustainability policies. Finance 
has reached a new frontier. 
 

Lack of uniform 
standards to select 

genuinely compatible 
stocks 

 

Some firms exploit the 
sustainability 

phenomenon to paint 
themselves in a “green” 

light 
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Capital invested globally 
according to sustainable 
investment strategies 
30 trillion dollars 
 

 
Sustainable funds in Italy 
(as at 30/09/2019) 
1,317 
 

 
Asset management firms 
offering at least one 
sustainable fund 
85 
 

 
Subscribers to sustainable 
financial products in the 
general public 
 
3.40%  
in 2013 
 
30.7%  
in 2017 

The ethical finance market 
Global evolution of sustainable asset management 
IN BILLIONS OF DOLLARS  
■ 2012 ■ 2014 ■ 2016 ■ 2018 

 
Source: Global Sustainable Investment Alliance (GSIA); UBS 
 
SRI Investments 
ASSET MANAGEMENT PRODUCTS 
Sustainable investment products 
in Italy are growing at double-
digit rates thanks to increasing 
demand from investors and an 
increasingly broad and diverse 
range 
 
Source: Mainstreet Partners; 
MSCI; Morningstar; 
Assogestioni; Eurosif 

 

92% of private 
clients want to 

promote 
sustainable 
investments 

+154% in the last 
2 years 

€ 375 million of 
investments 

based on 
sustainable 
strategies 

€ 1,500 billion  of 
sustainable 

managed assets 

More than 100 
sustainable 

funds launched 
in the last three 

years 

 

63% increase in 
investments in 

sustainable funds 
in the last five 

years 

 

67%  
of the super-rich and 

millennials are interested in 
sustainable investments 

against 
 

only 30%  
of baby boomers (born 

between 1946 and 1964). 
 
 

Source: Bernstein Research; 
MSCI; Deloitte Center for 
Financial Services; Bank of 
America Merrill Lynch 

 
Family net wealth by generation 

 
 


