
topfive 
Reasons to Include ESG Factors in Security Selection

1. Investors can have their eco-friendly cake and eat it too.
Should shareholders focus on good corporate citizens at the expense of returns?  Fortunately, investors don’t 

need to make this sacrifice.  Several studies show that strategies using environmental, social and governance 

(ESG) factors can generate performance competitive with their traditional, unconstrained counterparts.1 

2. Companies	with	improving	ESG	profiles	can	even	beat	their	peers.
It’s possible that investors can even utilize companies’ environmental, social and governance factors to produce 

alpha. Our research indicates that companies with improving ESG profiles in the Russell 1000 index may outper-

form similarly situated stocks in that index.2

3. Happy employees make shareholders happy.
Companies that treat employees well can have an impressive track record. A 2009 study indicated that com-

panies with practices deemed “ethical management” outperformed their peers over two decades. Workplace 

diversity may also positively impact financial results of public companies.3

4. Helps avoid companies that focus on the short term.
Today more than ever, public companies face pressure to meet quarterly earnings expectations and drive their 

stock prices higher. Investing in companies with strong ESG policies can help protect shareholders from compa-

nies tempted to boost its stock price through questionable business practices.

5. Helps	find	companies	that	focus	on	the	long	term.
Some research suggests that companies with strong ESG profiles also tend to make good decisions about allo-

cating capital.4 This makes sense to us as ESG decisions require the same kind of sound, long-term thinking as 

management of finances and capital expenditures.

For more information, please refer to Glenmede’s related whitepapers: Investing Alongside Your Values and Accel-
erating The Momentum Toward ESG (Environmental, Social, Governance). 
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