
Responsible Investing:  
Delivering competitive 
performance 
Study found no significant differences 
in RI stock index returns and risk vs. 
broad market benchmarks

INTRODUCTION

While investors are rapidly embracing 
responsible investing, financial advisors overall 
remain skeptical. Despite mounting evidence 
to the contrary, many advisors believe that 
responsible investing (RI) means sacrificing 
performance. More than half of advisers say 
that RI does not provide the same rate of return 
as other strategies — a group that increased 
from 47% in 2015 to 53% in 2017, according to 
Nuveen’s Third Annual Responsible Investing 
Survey. Survey results suggest that advisors may 
be missing an opportunity, considering that most 
investors express a preference for RI. 

WHAT’S THE BASIC ARGUMENT 
FOR RI SACRIFICING INVESTMENT 
PERFORMANCE?

Skeptics assume that RI limits opportunities 
by excluding a large portion of the securities 
that would otherwise be eligible for investment. 
Over time, limiting opportunities must result in 
worse performance, they argue. Nuveen tested 
this assumption by comparing the long-term 

performance of five leading RI stock indexes 
against two broad market indexes. Our findings:

RI indexes provided similar 
performance, despite holding  
fewer stocks
•	Statistical analysis found no systematic 

differences in the long-term performance of 
five leading RI stock indexes, compared to two 
broad market indexes, the S&P 500 and Russell 
3000. Any return differences appeared to be 
random. The analysis covered RI index track 
records since inception, ranging from 15 to 27 
years, as of 29 Dec 2017. Exhibit 1 on page 2 
shows the similarity of returns over time.

•	The finding is remarkable considering the RI 
indexes included only a portion of the stocks 
in broad market indexes, ranging from 24% 
to 81%. The RI indexes select eligible stocks 
by ranking them based on environmental, 
social and governance (ESG) factors and, in 
some cases, excluding certain industries, such 
as alcohol, tobacco and firearms. RI indexes 
generally try to match the performance of 
the broad market. For example, they may 
try to match the characteristics of stocks 
in a broad market index, such as size 
(market capitalization) or industry exposure 
(sector weights). 

•	Nuveen’s findings mirror the results of a 
growing body of industry research. Morningstar 
noted in its January 2018 review of RI funds, 
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Sustainable Funds U.S. Landscape Report: 
The “weight of research evidence suggests no 
systematic performance penalty associated 
with sustainable investing and possible avenues 
for outperformance based  
on reduced risk or added alpha.”

RI DOES NOT REQUIRE TAKING ON 
ADDITIONAL RISK COMPARED TO 
BROAD STOCK MARKET INDEXES

•	The difference in volatility (standard deviation) 
between RI indexes and broad market indexes 
averaged a fraction of one percent (26 basis 
points) over the 10-year period ended 29 Dec 
2017 (Exhibit 2).

•	Risk-adjusted returns (the amount of return 
for the risk taken) were similar, ranging from 
slightly lower to slightly higher. The analysis 
compared Sharpe Ratios for the five RI indexes 
vs. the S&P 500 and Russell 3000 (Exhibit 2).

•	Results suggest that incorporating ESG criteria 
in investment decisions doesn’t require 
taking on additional risk relative to broad 
market benchmarks.

CONCLUSION

•	Results suggest that investors can pursue social 
goals without necessarily sacrificing performance or 
increasing risk.

•	Financial advisors may be missing an opportunity 
if performance concerns prevent them 
from offering RI.

Exhibit 1: Investment returns were similar 
between RI indexes and the broad stock market

Cumulative returns: Five U.S. RI stock indexes vs. S&P 
500 and Russell 3000 indexes (1990 - 2017)
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Data through 29 Dec 2017. Series indexed to 100, inception dates: S&P 500, Russell 3000, and MSCI 
KLD 400 Social, 04 May 1990; DJSI U.S., 01 Jan 1999; Calvert U.S. Large Cap Core Responsible, 28 
Apr 2000; MSCI USA IMI ESG Leaders, 22 Dec 2000; and FTSE4Good US, 03 Jan 2003. MSCI indexes 
include aggregated, multisource histories prior to acquisition on 01 Sep 2010. 
It is not possible to invest in an index. Performance for indices does not reflect investment fees or 
transactions costs.
Sources: FactSet Research Systems Inc., Morningstar, Inc., MSCI Inc., and Nuveen.

Exhibit 2: Volatility and risk-adjusted returns 
were similar for RI indexes and broad market 
benchmarks 

Average standard deviation and Sharpe Ratio for the  
10-year period ended 29 Dec 2017

10-year average (2008 - 2017)

Volatility
(standard 
deviation)

Volatility  
difference vs.  
broad market 

index***

Risk-adjusted 
returns  

(Sharpe Ratio)

Calvert U.S. Large Cap  
Core Responsible* 16.53% 0.13% 0.88

Dow Jones Sustainability  
Index U.S.** 17.31% 0.68% 0.81

FTSE4Good US** 15.99% 0.29% 0.92
MSCI KLD 400 Social** 16.96% 0.14% 0.83
MSCI USA IMI ESG Leaders* 17.12% 0.06% 0.83
RI index average 16.78% 0.26% 0.86
S&P 500 16.67% 0.88
Russell 3000 17.18% 0.86

Data based on weekly returns for 10-year period through 29 Dec 2017.  
* Benchmark: Russell 3000.
** Benchmark: S&P 500. 
*** Differences reflect the RI index volatility minus benchmark volatility (absolute value).
Sources: FactSet, Morningstar, MSCI, and Nuveen.

Nuveen Third Annual Responsible Investing  
Survey, December 2017.

80% investors say: 
they want their investments to 
deliver competitive returns while 
promoting positive social and 
environmental outcomes

https://documents.nuveen.com/Documents/Nuveen/Default.aspx?fileId=72886
https://documents.nuveen.com/Documents/Nuveen/Default.aspx?fileId=72886
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For more information, contact your TIAA Representative or visit TIAA.org.
1	Reference to financial stability does not apply to the investment products offered

Risks and other important considerations
Investment, insurance and annuity products are not FDIC insured, are not bank guaranteed, are not bank deposits, are not insured by any federal government agency, are not a 
condition to any banking service or activity, and may lose value. 
Certain products and services may not be available to all entities or persons. Past performance does not guarantee future results. 
Investments in Responsible Investment Funds are subject to the risk that because social criteria exclude securities of certain issuers for non-financial reasons, investors may 
forgo some market opportunities available to those that don’t use these criteria. Investment products may be subject to market and other risk factors. See the applicable product 
literature, or visit nuveen.com for details. 
These views are presented for informational purposes only and may change in response to changing economic and market conditions. 
This material is not intended to be a recommendation or investment advice, does not constitute a solicitation to buy or sell securities, and is not provided in a fiduciary capacity. The 
information provided does not take into account the specific objectives or circumstances of any particular investor, or suggest any specific course of action. Investment decisions 
should be made based on an investor’s objectives and circumstances and in consultation with his or her advisors.
Past performance does not guarantee future results. 
The investment advisory services, strategies and expertise of TIAA Investments, a division of Nuveen, are provided by Teachers Advisors, LLC and TIAA-CREF Investment 
Management, LLC. .
©2018 Teachers Insurance and Annuity Association of America (TIAA), 730 Third Avenue, New York, NY 10017.

About Nuveen
Nuveen, the investment manager of TIAA, offers a comprehensive range of 
outcome-focused investment solutions designed to secure the long-term financial 
goals of institutional and individual investors. Nuveen has $973 billion in assets 
under management as of 30 Jun 2018 and operations in 16 countries. Its affiliates 
offer deep expertise across a comprehensive range of traditional and alternative 
investments through a wide array of vehicles and customized strategies. 

In 2014, TIAA and Nuveen came together to expand our capabilities across all investment types. Today, 
our customers fully benefit from our combined history of stability, retirement leadership and innovation.1


