
Myth
ESG investing means sacrificing returns. 

Reality 
Positive financial results can correlate with ESG.
There are a variety of ways to dissect this myth. To start, its hard to claim that any given investment 

strategy will always underperform. Every investment universe will have better and worse performers. 

That being said, Morgan Stanley analyzed 10,723 funds, using Morningstar data on exchange-traded and 

open-ended mutual funds active in any given year from 2004-2018. They found that there is no financial 

tradeoff in the returns of sustainable funds and traditional funds.1 Another study, published in 2015, 

evaluated and monitored 60 review studies for North America and Emerging Markets and found clear 

evidence of a business case for ESG investing and the existence of ESG outperformance opportunities.2 

Myth
ESG is a current fad, hot topic or fading trend with limited options available, due to it being a new 
investment strategy. 

Reality
ESG is not new, here to stay and ESG options are growing in number and size. 
While the term ESG was first coined in the UN Global Compact 2004 study “Who Cares Wins,” this was 

building upon the prior Socially Responsible Investing (SRI) strategies that have been around much longer.3 

One sign that ESG may be here to stay is that a number of higher education institutions are 

incorporating ESG into their business school programs. These programs indicate that ESG knowledge 

will be crucial for future business leaders to accurately analyze financial data. 

As we are on the cusp of an intergenerational wealth transfer, the role of younger investors becomes 

increasingly important when considering future interests. A recent global poll of 1,125 millennials found 

that 77% said that ESG investing is their top priority when considering investment opportunities.4 

Meanwhile, there has been an uptick in the number of ESG funds available worldwide. In Canada, there 

are more than 30 “pure-play” ESG-focused ETFs. We believe that ESG ETFs will continue to grow in 

number and size, as well as current and future interest from the marketplace.

Busting ESG myths 
& misconceptions
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PRI. ESG. RIA. TCFD. SRI.
The alphabet soup of sustainable investing can be a more complex meal than some market participants 
have ordered. While there is no argument around what these acronyms mean, there is discussion around 
what they represent. The current noise in the environmental, social and governance (ESG) investment 
marketplace can be difficult to decipher. Sifting through the common myths and misconceptions can 
direct investors to the sustainable portfolios that best suit their needs. 



Important Information 
The opinions referenced above are those of the Invesco Global ESG team as of 02/18/20, are based on current market 
conditions and subject to change without notice. These opinions may differ from those of other Invesco investment 
professionals. These opinions should not be construed as recommendations, but as an illustration of broader themes.

Forward-looking statements are not guarantees of future results. They involve risks, uncertainties and assumptions; there 
can be no assurance that actual results will not differ materially from expectations.

The information provided is general in nature and may not be relied upon nor considered to be the rendering of tax, legal, 
accounting or professional advice. Readers should consult with their own accountants, lawyers and/or other professionals for 
advice on their specific circumstances before taking any action. The information contained herein is from sources believed to 
be reliable, but accuracy cannot be guaranteed.
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Myth
ESG investing unduly limits the investment universe. 

Reality
There’s more than one way to approach ESG issues.  
While some strategies will exclude large swaths of the investable universe, others may impose relatively 

limited sector exclusions, and invest in companies with best-in-class ESG scores within their sectors. 

The latter approach tends to view ESG scores as a sign of risk mitigation, which may have a positive 

impact on financial performance. 

With these myths busted, we hope skeptical investors will take a closer look at the ESG 
investment universe. Perhaps the aforementioned alphabet soup may be more appetizing. 
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