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Summary 

The developement of ethical and environmental considerations within societies was also 

included within corporation’s operations and new regulations pushed companies to adapt 

processes to this new concerns during the 70’s. In finance, these phenomena could be 

witnessed with the sustainable investments tremedous development during the last 20 years. 

This type of investment is fullfilling investor’s demands regarding socially responsible 

investments and , therefore, is screening companies and investment with regards to their 

social, environmental and ethical impacts. These investments are also known as socially 

responsible investments (SRI). Companies that are listed in sustainable indices represent the 

focus in this research. It is believed that the sustainable indices performance is below 

conventional ones by offering less diversification opportunities. However, research on the 

topic could already show that risk adjusted returns could outperform conventional funds and 

we decided to investigate this topic by having an index perspective to avoid fund management 

bias and by covering different geographical and conjectural situations. 

In our thesis we provide evidence of significant differences of returns and risk levels for 

different geographical perspectives. Our data involved the daily indices quotes prices between 

october 2001 and february 2011 for conventional indices and sustainable indices for the US, 

UK and Eurozone perspective. Through the calculation of betas which provides the risk of 

volatility of an index compare to another one and the annualized returns of each index in 

specific conjectural period screenning we could come up with significant conclusions on this 

topic. 

First of all, there is a significant difference in terms of risk for conventional and sustainable 

indices in US and for the Eurozone between 2001 and 2011. The risk of investing in 

sustainable indices in US and for the Europe provides significantly lower volatility of returns 

(risk) than conventional indices. Secondly, in the three perspectives (US,UK and Eurozone) 

there is a significant difference between SRI indices returns and conventional ones. The 

annualized returns are significantly lower for sustainable indices compared to conventional 

ones.Thirdly, these two differences change within specific conjectural situations. In times of 

turmoil, only the Eurozone sustainable index achieves lower return and risk for both periods 

(9/11 crises and suprime crisis). In times of post crisis market rebound, the three perspectives 

(UK,US and Eurozone) of sustainable indices achieve lower volatilty and returns. Finally, in 

times of speculative bubble and rising markets, the three zones’ sustainable indices achieved 

lower returns and risk than conventional ones. 

These conclusions provide evidence of different risk/return patterns for both indices and in 

different conjectural and geographic situations and prove a potential diversification benefit for 

investors in investing in sustainable indices. These conclusions can be developed in 

investigating the potential in risk reduction in a portofolio and higher risk adjusted returns for  

sustainable investments. 

Keywords : Socially Responsible Investments, Sustainable indices, performance, Risk, Beta, 

Return on investment
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1 Introduction  

1.1 Problem background 

The arising sustainable considerations within societies and countries started from the increase 

consciousness of countries since the Kyoto protocol in 1997. Scientist warnings about climate 

change highlighted the environmental responsibility of corporations in this new challenge. 

Moreover, corporate practices such as child labor in emerging countries and inhuman working 

conditions in specific industries also showed the social duty of corporations. Developed 

countries started to strengthen the legal environment and in the US the development of federal 

regulations regarding environmental issues increased tremendously
1
.  More precisely, the 

development of carbon taxes resulting from the Kyoto protocol was the starting point of the 

environmental and social consciousness within the financial community since markets for 

CO2 emissions rights emerged in order to meet regulatory requirements.  

This new challenges impacted the investor’s community as well and Shaltegger and Figge 

(2000, p 1) highlighted that environmental protection shifted from a technical and a financial 

problem to an investment opportunity. According to the Social Investment Forum (2006), one 

tenth of investments under management fit to socially responsible criteria in US. The 

tremendous development of this type of funds in the US highlights a growing concern in the 

US investor’s community and in Europe the development of those funds is also very 

important.  

 

Figure 1: Investment funds incorporating Environmental, Social and Governance (ESG) 

factors 1995-2010 in US 

The development of socially responsible investments increased tremendously during the 

1995-2010 period in US. The numbers of funds and the total net asset under management 

have been multiplied by 8 and 46 respectively. This development highlights the integration of 

social and environmental considerations within the investor’s community in US and that SRI 

funds are taking a growing place in the investment fund industry. 

The European organization Eurosif (2006, p 2) defined SRI (sustainable responsible 

investment) as a way of “combining investor’s financial objectives and their concerns about 

social, environmental and ethical issues”.  There are several ways of identifying sustainable 

responsible investments and the way investors use screening techniques in order to construct 

sustainable portfolios.  

 

                                                           
1
 See Appendix 1. 
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Signori (2009, p 149) defined negative screening as the exclusion of “businesses or product 

falling into the so called sin stocks”, this is the exclusion within an existing portfolio of 

companies which business is related to bad ethical concerns (alcohol, tobacco, weapons 

companies are the most negatively screened industries). In opposition to the negative 

screening, positive screening can be defined as a way of including good rated sustainable 

companies within the investor’s portfolios. These two different ways of screening stocks are 

of first importance when comparing different sustainable indices and portfolios.  

One of the main actors in the sustainable investments industry is the investments funds. They 

are distinct from indices. Investment funds represent the main investment channel in order to 

achieve the combination of financial performance and sustainable concerns.   

The socially responsible funds can be defined as a collective investment schemes under 

management that creates sustainable portfolios. Indices in opposition are statistical indicators 

used to report changes in the market value of a group of stocks and are usually constituted by 

the best in class companies in terms of socially responsible criteria’s and the indices are used 

as a benchmark for the investment funds. 

1.2 Being socially responsible: the context 

 

Adopting a socially responsible behavior is not a new trend. At the contrary, some researchers 

assume that this practice was already used more than 200 years ago by John Wesley, founding 

father of the Methodist movement. He was encouraging people not to have businesses linked 

to alcohol, tobacco or weapons as examples. This case is not an exception: in general, we can 

say that this will of selection was used in a lot of different religions. 

But it is at the end of the 1960s that this method of investing increased considerably and was 

perceived as a real investment policy. Indeed, at this time in the USA, some investors decided 

to show their dissatisfaction by boycotting companies that were producing weapons for the 

Vietnam War. Twenty years afterwards the first socially responsible mutual funds were 

created and applied positive and negative screening to the formation of their portfolios 

(Schueth, 2006, p. 2).The development of funds applying socially responsible criteria went 

very fast and enabled the creation of the first socially responsible index in the year 1990: the 

Domini Social Index. To respond to the demand, the 400 US companies included in the index 

were chosen on the basis of social, environmental and governance criteria. The main goals of 

its development was to provide a benchmark that could measure the performance (in terms of 

risk and return) of screened portfolios, give investors indications about socially responsible 

companies to invest in. The index was and still is a huge source of information for companies 

and actors on the market in general about the standards wanted by socially responsible 

investors (KLD Indices, 2008, p 5). Now, socially responsible indices are well developed, for 

instance, the Dow Jones index has been completed by the Dow Jones Sustainable Index that 

provides also an overview of the performance of socially responsible stocks around the world. 

The development of the possibility to invest in a socially responsible way is also linked to the 

implication of the public policy. Indeed, the growing concern about environmental and social 

issues led (still does) to regulations concerning environmental and ethical values in 
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companies. The concern expressed is more about social and environmental regulations to 

apply to the corporate governance of each company. These laws vary from a country to 

another but concerning socially responsible investment, the criteria are not bounded by any 

specific regulations. The SRI funds define themselves as socially responsible depending on 

the criteria they use but the role of countries can vary from regulators to advisors. In the UK, 

the 1995 Pension Act (reviewed in 1999) regulates the disclosure of the SRI policy in the 

funds’ statements. Some countries such as Belgium, France, Australia or Germany have made 

mandatory to issue corporate non-financial reports which deal with the engagement of the 

companies with shareholders and explain how investments products incorporate ethical and 

environmental considerations (European Social Investment Forum, 2007). 

At an international level, some initiatives are taken but they stay at the state of advices for 

investments funds. 

For instance, the OECD (organization for economic co-operation and development) has 

proposed some guidelines to define socially responsible investment and support its 

development. The OECD is composed of about 35 developed countries (such as the USA, 

European Union countries, Japan…)  The aim of this initiative is to set standards in the major 

business areas about SRI including environmental concern, social factors (such as human 

rights, employment relations) and ethical criteria (information disclosure for instance) 

(Oxford Business Knowledge, 2007, p 13). 

 

1.3 Socially responsible financial markets 

 

The increasingly popularity of socially responsible investments and interest for it is very 

illustrated by the trend on financial markets. In 2010, the global SRI market was about € 7.6 

trillion. There can be some little difference between all the studies as for example the year of 

collection of data. The practice of registering a fund as socially responsible can also vary from 

a country to another as the standards are not set in an international way (European SRI study, 

2010, p 59). The table below shows the global situation by dividing the data in five areas 

(European SRI study, 2010, p 59). 
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Figure 2: Global SRI data (2010). 

Source: European SRI study, 2010, p 59. 

 

The global repartition of SRI funds is as follows: 

 
Figure 3. SRI funds repartition (2010). 

Source: Constructed from Eurosif, “European SRI Study”, 2010. 

 

The Japanese data are not appearing on the graph because they represent 0, 00053% of the 

total money invested in SRI funds (€7.6 trillion). The US data are the newest (September 
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2010) and the data of Europe are from December 2009. Anyway, Europe detains 66% of the 

total amount of money invested in socially responsible funds.  

Even if we reconsider the division by comparing the South hemisphere, Europe and North 

America, the European zone is still the leader of socially responsible investments: 

Figure 4: SRI funds repartition within three zones (2010). 

Source: Constructed from Eurosif, “European SRI Study”, 2010. 

 

US market 

 

In the USA, the amount of money invested in socially responsible assets has risen from $639 

billion in 1995 to $3.07 trillion in 2010 which represents an increase of 380% of the volume 

in 15 years. On the same period, the broader investment universe has also increased but in 

lower proportion (+260%) to reach $25.2 trillion in 2010 in the USA (Report on socially 

responsible investing trends in the United States, 2010, p 8). What is important to notice is the 

faster increase of SRI flows compared to the whole investment flows on the 15 year period: 

for instance during the latest financial crisis, from 2007 to 2010, the traditional universe of 

managed assets has been following a quite flat curve (less than 1%) whereas the SRI assets 

have been defined by an extensive growth of 13% (Report on socially responsible investing 

trends in the United States, 2010, p 9). 

 

In one year, the number of funds that are registered as socially responsible because they 

include environmental social and corporate governance factors has risen from 260 to 493 

which represent a 90% increase (Report on socially responsible investing trends in the United 

States, 2010, p 9). 
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Figure 5: Investment Funds Incorporating ESG Factors in billions of dollars (1995-

2010). 

Source: Report on socially responsible investing trends in the United States, 2010, p 9. 

The same phenomenon about SRI funds increase can also be observed in Europe. 

 

European market: 

 

The study of Eurosif details the development of SRI funds by dividing the data in two parts: 

the broad SRI and the core SRI. The broad SRI funds are defined by three criteria: a simple 

screening of funds considered not socially responsible (generally two factors of exclusion), 

the engagement of the fund and its integration. On the opposite, core SRI funds have a 

positive screening with more than two criteria of choice (more precise). The study issued in 

2009 has been conducted with data from 2009 and in several European countries including 

Austria, Belgium, Denmark, Finland, France, Germany, Italy, the Netherlands, Norway, 

Spain, Sweden, Switzerland, united Kingdom and for the first year Baltic states, Greece, 

Poland and Cyprus (European SRI Study 2010, p 22-55). As we saw above, the total 

European SRI funds are estimated at almost €5 trillion in 2009 which represents an 87% 

increase in two years (European SRI Study 2010, p 11). More than half of SRI investment is 

done in bonds (53%), and then equity follows with 33% and the major part of investments 

(75%) is situated in Europe (European SRI Study 2010, p 18-19). 

 

In 2008, the total European asset management industry was about €10.7 trillion according to 

the European Fund and Asset Management Association (EFAMA, 2009, p 34-35). The rate of 

growth is estimated to be around 8.4% which gives an approximation of €11.6 trillion in 

2009. Because of the financial crisis that occurred mainly in 2008, estimations can vary from 

a source to another. For instance, the website Reuters estimates the amount of assets held at 

€6.1 trillion in 2008 and €6.8 trillion in 2009 (Reuters, 2010). As the study of the European 

market is based on the data from the Eurosif study (European SRI Study), we will use the 

same source in analyzing the whole market to calculate the European market share of SRI 

funds. According to the data from EFAMA and Eurosif, the market share of global European 

SRI (core SRI and broad SRI) is 43% of the total asset management industry in Europe. 

 

The graph below highlights the repartition of investments within European countries. Because 

the data for Cyprus, Poland and Greece are not available or too small to be used, they have 

been removed from the comparison. The figures have been extracted from the report entitled 

“European SRI Study”.  
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Figure 6: SRI funds in Europe in billions of Euros (2007 and 2009). 

Source: Constructed from Eurosif, “European SRI Study”, 2010. 

 

As some data have been taken off, the total amount of money invested in SRI funds in Europe 

on which the analysis will be made is €4,930 billion in 2009 (the difference is negligible). 

During two years, the European investments in SRI funds have increased of 107.93%. Indeed, 

socially responsible investments represented €2,314 billion in 2007 and €4,930 billion in 

2009. We can easily see on the graph that this tremendous increase is due to a general 

increasing trend especially strong in France and the United Kingdom. 

In France, core SRI have increased from €21.8 billion to €50.7 billion in two years which 

represents a 133% increase. Broad SRI has been subject to the more dramatic increase in 

Europe by realizing a 2627% growth (from €66 billion in 2007 to 1800 billion in 2009). This 

variation observed over the two-year period is mainly due to the transformation of money 

market mutual funds into socially responsible funds (European SRI Study 2010, p 32). 

Results given for the United Kingdom (UK) are in pounds sterling and therefore have been 

converted in Euros on the basis of the currency rate at the end of 2007 and 2009. SRI assets 

under management were of €1,039 billion and €1,059 billion for 2007 and 2009 respectively 

(European SRI Study 2010, p 53). These stable and high results can be explained by the 

leading position of UK in terms of socially responsible investments. The development 

occurred during the last few years has been realized by the implication of both institutional 

and private investors. The BP environmental crisis particularly raised interest from the UK 

public opinion for environmental and ethical investment (European SRI Study 2010, p 53). 

 

Future trends: 

 

The global trend of socially responsible investment should continue to progress on the years 

to come. Indeed, even during a financial crisis the interest for SRI funds has not decreased 

and has maybe become stronger.  



15 
 

Moreover, both growing environmental considerations from all actors on the market and 

raising prices of energy are intended to enforce this trend in the future. The leaders are 

supposed to be institutional investors as they already hold the major part of the market (in 

Europe for instance), followed by the development of retail market: private investors may be 

attracted by the principles and strength of this type of investment. 

It is conceivable that regulations will be harmonized in order to be able to compare results 

from different countries and create legal common frame for SRI funds. 

1.4 Problem Discussion 

Since sustainable investment is mainly made through sustainable investments funds, a strong 

focus in the existing literature is given to the sustainable investment funds. Most of the 

existing research is comparing the sustainable funds’ performance with indices and other 

conventional funds (Weber, Mansfiled & Schirrmann, 2009, p 17-18; Gottam & Kessler, 

1998, p 15-24; Buffington & Ganzi, 2001). 

This comparison, by definition, includes investment strategies and behavioral decisions by 

taking investment funds rather than indices. Investments funds screen sustainable companies 

but also try to achieve the best performance when constructing portfolios. This “performance” 

screening can represent a bias and this point can give an explanation on why there is no 

consensus on this topic.   

Schröder M. (2004, p 125) provides knowledge on the fact that “the analysis of SRI indices 

instead of SRI funds has two main advantages. It avoids methodological problems because of 

markets timing and the use of publicly available information as instrument for conditional 

estimation have not to be considered, secondly it tests directly the performance of the SRI 

assets and these tests are not distorted by (transaction) costs or the ability of the fund 

management.”  

However, some of the research could also apply a high transaction cost that characterizes the 

funds management perspective into the variables analyzed in their paper. However, to us, the 

literature gives little attention to the performance of sustainable indices compared with the 

performance of conventional ones.  

If we consider the portfolio theory and the diversification benefits in terms of risk/return 

combination, Schröder provides evidence that the diversification opportunities are reduced for 

screened indices and this results in lower adjusted return for SRI indices compared to 

conventional ones (Schröder, 2004, p. 123). This argument, at least, ensures that there is 

theoretically a performance gap between conventional and sustainable indices. 

Taking the indices perspective will help to provide an unbiased analysis of the drivers of 

performance between sustainable indices and conventional ones by avoiding “management” 

bias and we believe it will help us to get a clearer understanding of the performance gap 

between the two types of indices and to see if the diversification argument holds in different 

conjectural situations. 
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1.5 Research question 

According to the previously stated problem discussion, our research question can be 

formulated as follows: 

What are the differences between conventional indices and sustainable indices in terms of 

performance and volatility when comparing US, UK and Eurozone indices between 2001 and 

2011? 

1.6 Research Purpose 

In order to answer our research question we will cover the following parts. First of all, we will 

compare conventional indices in UK, in the Eurozone and in the US by determining risk 

related returns and the correlation of the volatility of returns. Then, by dividing trends within 

the time horizon we will test the performance and risk behavior of both indices within specific 

conjectural situations. Finally, we will compare the different scenarios and draw conclusions 

on the performance of sustainable indices. The aim of our research is to provide knowledge 

on the performance of sustainable indices and conventional ones by analyzing the volatility 

and returns based on recent data and from a European and American geographical 

perspectives. This research aims to infirm/confirm if the theoretical diversification shortage of 

sustainable indices impacts the performance of those indices compared to conventional ones.  

The results and the method used in this empirical study are dedicated to business students that 

have a background in finance, but we tried to use simple models and the findings of this 

research are readable for readers that have general background in business administration. 

Moreover, in the next section we provide a glossary that defines most of the key words used 

in this research paper. More generally, we also wanted to cover this subject for readers that 

have an interest in the new challenges implied in sustainable business models and researches 

on this topic. 

1.7 Limitations 

The sustainable indices we choose are mainly related to the geographical part we want to 

cover. Thus, we decided to concentrate on one sustainable index and to compare with one 

conventional index. This limits the environment of research since there are only a few indices 

that could have enough historical data to get a significant sample to draw conclusions on.  

Another limitation was that when choosing a sustainable index there is mechanically a 

diversification limitation regarding the data. The theory of an optimal portfolio diversification 

defines a portfolio constructed in order to get the best risk/ return combination and considers a 

maximum opportunity of diversification and, in our case, the analysis of an index which 

negatively screens industry such as weapons, tobacco and gambling represents a limitation in 

terms of portfolio’s diversification process. 

The data we use cover a period from October 2001 until February 2011 and we divide the 

period in sub-periods to isolate different phases in the economical conjecture. The periods are 

the following: the post 2000 crash period with the rebound of stocks markets (2001-2003), the 

golden age of subprime (2003-2006), the speculation that follows (2006-2007), the crisis 
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(2008-2009) and finally, the end of the global recession (2010-2011). Within those periods we 

selected daily data’s from conventional indices and sustainable ones. In order to get a 

precisely equivalent time series and number of yearly considerations of the level of indices we 

decided to delete all daily data that were not found in both indices and this can be a limitation 

in the full number of data we could cover in this research. 

One other limitation was characterized by the historical record of companies that is removed 

from indices within the chosen time horizon and this can be a bias in terms of quantitative 

analysis because the number of index components and industry repartition can change over 

the time horizon. As an example, according to an article called “oops: socially responsible 

funds holds big stakes of BP” (Wall street Journal, 2010) BP shares were included in most 

sustainable indices and funds and was removed in 2010 because of the Mexico Gulf 

environmental catastrophe. This problem is also one limitation of our research and cannot be 

minimized regarding the time horizon we choose (2001-2011).  

Finally, this research seems to be fully comprehensible for readers that have a background in 

finance, however, we tried to explain the concepts as much as possible with simple words and 

we think that people that have a background in general business administration can also 

understand the findings and the context of this research. 

1.8 Disposition 

The next parts included in this thesis will be organized as follows. The second part will 

describe the scientific approach we will take and we will provide a clear description of the 

methodology we used. In addition to this point, we will also cover the data collection method 

and the sources from which data are collected and we will give a critical analysis of the 

sources we used as well. The third chapter will explore the theoretical background we think 

relevant in order to explore the existing knowledge on our subject and from which we will 

deduct hypotheses that we will test in our empirical research.  

The fourth part will cover the analysis of the data we collected by using mathematical and 

statistical tools to calculate the betas and the different returns offered by the two types of 

indices we want to compare. Finally, in the fifth chapter we will summarize the key 

conclusions and provide an answer to the research question we described in the introduction 

chapter and we will provide guidelines for further research on this issue. 

 

1.9 Glossary 

In this section, the goal is to define some key words that represent the basis of the 

comprehension of our research. These definitions have been written with the help of 

Vernimmen’s glossary on internet and of our Master’s knowledge. 

Risk: 

The level of risk of an investment represents the possibility that the investment will not 

perform as expected at the beginning. Therefore, risk exposure can be different depending on 
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several situations and investments: one can be interested in knowing the interest-rate risk 

(which directly affects the price of a bond on the market) or even the inflation risk (that can 

change the expected future cash flows of an investment). Whatever the risk is, it automatically 

represents a drop in the value of the investment. This is why investors need to get a 

compensation for taking some risks: it is the return on investment. 

Return on investment: 

The return on investment is a rate which is linked to the level of risk of an investment. The 

return is what investors are willing to get in exchange for investing in a company assets’ 

Calculating the return of an investment can be done before investing to help judging if the 

investment is interesting or not: this is called the expected return of an investment. On the 

opposite, once the investment has produced some results, one can calculate the real rate of 

return that the investment has provided. Both calculations can be done for different periods, 

for instance on daily, monthly or annual basis. In our empirical analysis, we have chosen to 

use a daily basis and to calculate the return according to the evolution observed day by day.  

Volatility:  

Volatility calculates the variations of the value on an asset. Thus, it is a measure of risk since 

variations can create a loss compared to the value of beginning. As for the return calculation, 

it is important to make a difference between the expected volatility and the realized one. The 

expected volatility gives an estimate of the future volatility whereas the realized volatility is 

the one observed after the event. The volatility can also be calculated on different bases such 

as day, month or year. 

Mean: 

The mean is the average figure of a data series. It is used to get information about the 

tendency of the sample of data used. In finance it can help to determine the average expected 

return one can get.  

Variance and standard deviation:These calculations are related to mean because they estimate 

how spread is the data series compared to the average. They express the variability of data: 

the variance helps knowing how spread is the series by computing the average square 

deviation from the mean and standard variation is the square root of variance. They are the 

most popular measures of volatility. It is also possible to use more advanced measures if 

needed. 

Investment funds (private equity): 

Investment funds have the role and the goal to invest in companies’ assets they have chosen. 

By pooling investments from small investors it increases the possibilities of investments of 

small actors on the market. Depending on the specialization of funds, their criteria of choice 

to integrate or exclude an asset can be different. 

Index: 
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An index is constructed by selected assets in order to be representative of the market. This 

entity is supposed to fluctuate in a very similar way compared to funds on the financial 

markets. S&P 500 and the Dow Jones are American indices and known as a reference this is 

why they are used worldwide. 

Systematic risk: 

This risk can also be called market risk or non-diversifiable risk. This is the risk of an asset 

which is linked to the market. In other words, the risk is a factor of the evolution of interest 

rate or inflation for example. It can affect every asset on the market but the effect of it may 

differ from an item to another. 

Unsystematic risk: 

This risk is also known as idiosyncratic risk, intrinsic risk or specific risk. It is the opposite of 

the systematic risk because it is not the result of certain phenomena that can happen on the 

market. This risk depends on the nature of the asset one is interested in and is especially 

linked to particular elements that compose this specific asset. One solution to diminish the 

impact of the intrinsic risk is to build a diversified portfolio that neutralizes part of this risk. 

 

SRI: Sri´s refers to socially responsible investments. Investing in socially responsible assets 

implies including in the investing decision social, ethical and environmental criteria in 

addition to the financial criteria. 
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2 Methodological framework 

In this part we introduce the authors’ background and what motives the choice of authors’ 

research question. Secondly, we will detail the scientific approach taken by the authors by 

describing precisely the methodology used in this research and also by comparing and 

discussing the different methodological perspectives. As a last point, this chapter gives issues 

on how the database was constructed and what the limitations and critics of the sources of the 

database are. 

2.1Authors background 

Both authors are currently ending their double degree master studies in Finance and 

Management at USBE, Umeå University in partnership with Grenoble Business School and 

the ESC Dijon, Burgundy school of business. 

One of the authors as followed 2 years of master program in Grenoble and worked for one 

year in an auditing firm as a junior auditor in Lyon (France). The other author has got a 

Bachelor in Business administration and followed a specialization in Finance at the European 

Business School in Oestrich-Winkel (Germany) and worked for one year in a French 

investment bank as a credit analyst in Dijon. Both authors are extremely interested in the 

development of socially responsible issues within businesses and especially within the 

financial sector. After graduation, one of the authors wants to pursue post-graduate studies in 

a PhD program and do research in the field of sustainable investments. The second author 

seeks to get a position in an investment bank or in a sustainable investment fund. Authors 

believe that this thesis is closely related to their expectations and will help them in working in 

an area that makes sense to them. 

2.2 Choice of the topic 

The increasing development of the environmental and social considerations within societies 

over the last decades developed an extremely strong focus on the corporate world regarding 

those issues. This subject is in the spotlight because of climate and social warnings that 

resulted from previous low ethical concerns of businesses, operations and individuals. During 

discussions, we were surprised on the perception of environmental and social considerations 

included within the business, investors, and governance community. The perceptions we 

identified were related to an additional cost of being ethical and we thought, according to our 

values, that the additional cost argument is maybe not the only difference between both 

conceptions. This awareness convinced us to choose this subject by exploring knowledge on 

the performance of sustainable indices related to conventional ones and by conducting our 

own empirical research on it in order to confirm or infirm the hypothesis of additional cost. 

The different conclusions observed on the subject from the literature result mainly from the 

study of sustainable funds. This point convinced us to try having a more objective approach 

by choosing index related data to avoid management strategy bias and to get less 

“performance” screened data.  
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We identified that the research on this topic covered several dimensions. The first dimension 

refers to the risk of sustainable investment related to conventional ones. The second 

dimension is defined by the performance of both types of assets. The third dimension is linked 

to the geographic perspective of those researches. The fourth one refers to the characteristic of 

the investment chose, that is to say funds or indices related studies. And finally we could 

identify that the research focuses on the different conjectural situation and variables reaction 

to those specific economic environments. A number of studies combine several dimensions 

like the risk/return in specific geographical perspective but, however, there is no specific 

research that combines all of these five dimensions and can actually compare the performance 

of sustainable indices and conventional ones in different geographical and conjectural 

environments. This lack in the research can probably partially explain the absence of 

consensus on the question since different studies and methods are compared. Therefore, this 

research will draw a comparative study that covers all of those five dimensions using the same 

methodological method in order to get a better insight in this topic. 

2.3 Preconceptions 

Bryman & Bell emphasize that personal values and beliefs affect our research and that it is 

impossible for researchers to be completely value free and objective in their research. 

However, to deal with the values and biases among the researches, it is important for social 

scientists to be self-reflective and so exhibit reflexivity, which could in turn help to make the 

research more valid and scientific. (Bryman & Bell, 2007, p.30).  

First of all, authors provide significant background that allows pursuing an academic research 

in terms of knowledge and technical skills. Moreover, by having completed degrees in 

Finance and Management the necessarily objectivity required in order to validate a research 

can be achieved. As we detailed it in the previous section, the literature review on sustainable 

investments provides lot of different results when comparing conventional investments and 

sustainable ones. Having in mind the reasons why we choose this subject it can be easy to be 

subjective in selecting theories and sources and thus, showing that sustainable investments 

over perform conventional ones. However, it is from our interest to be as much objective as 

possible to test our perceptions on the research question. Thus, it motives why we decided to 

choose indices, in opposition to funds data, in order to have data that are only screened 

according to sustainable criteria and that are the more reliable in terms of objectivity. 

In addition to this point, the quantitative analysis instruments we will use are statistical and 

financial tools that allow determining results in an unbiased way. Preconceptions we can 

identify are related to our common background and the way we analyze the results of our 

research. These preconceptions can be for instance linked to theories (the portfolio theory for 

example) or common sense.  However, a number of statistical models helped us to get 

unbiased results (as the Capital Asset Pricing Model) and reach the goal of getting a high 

degree of objectivity in our analysis. The way we conducted the research is explained and 

detailed in the following paragraphs. 



22 
 

2.4 Research method 

The first step in conducting research is to choose which position to adopt towards the 

perception of world and reality: this philosophical reflection is built around epistemology and 

ontology. 

Epistemology explains how researchers study social reality and nature of knowledge. 

(Bryman & Bell 2007, p.16). Epistemological philosophy can be classified into two positions: 

positivism, and interpretivism. On one side, “Positivism refers to part of epistemological 

perspective by using same principles, procedures as natural science as an approach to study 

about social reality” (Bryman & Bell 2007, p.16). The final product of positivism would be 

law-like generalization. On the other side, interpretivism has a different point of view in 

social science and natural science about the application of research. The research is 

subjective, tangible, and changeable which would be affected by social actors (Bryman & Bell 

2007, p.17). Interpretivism focuses on understanding social phenomena in contextual situation 

such as in business and management research where people and research object are separately 

differentiated. 

According to Bryman and Bell (2007, p16) the purpose of theory, within a positivist 

approach, “is to generate hypothesis that can be tested and that will thereby allow 

explanations or laws to be assessed” and since we are testing hypotheses from the theory 

review in our empirical research this epistemological approach corresponds to our 

methodological perspective. 

Ontology is concerned with the nature of social entities in which how the world works and 

commitment held to particular view (Bryman and Bell, 2007, p. 22). There are two different 

possibilities for researchers to assume and generalize reality which are to adopt an objectivist 

approach or a constructionist one. On one hand, objectivism claims that “existence of social 

phenomena and their meaning are independent and separate from social actors” (Bryman and 

Bell, 2007, p. 22). On the other hand, a constructionism concern about social phenomena is 

constructed from the perception and interactions of social actors (Bryman and Bell, 2007, p. 

23). 

As mentioned earlier our research purpose tries to avoid the investors’ decision factors in 

analyzing the indices in order to get unbiased data. Thus, we believe that following an 

objectivist ontological position is accurate. 

 

The nature of business research can be divided into two main different types of research, 

qualitative or quantitative research. These two research strategies are not constructed on the 

same model and do not use the same approach. 

As its name reveals it, the quantitative research is based on the importance of “quantifying” 

when collecting and analyzing data. This means that the scientific approach is used in 

quantitative research which implies that scientific norms and methods are put in practice -

especially in positivism- (defined above). The other characteristic of quantitative research is 

also to be deductive (theories are tested in order to draw a general conclusion). All these 

scientific attributes participate to obtain an objective and external view of the reality observed 

during the research (Bryman & Bell, 2007, p.28). 
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Another way to conduct a research is to use a qualitative approach. Instead of being based on 

quantification, the collection and analysis of data are developed on the importance of words 

and interpretation of reality. Due to this reject of scientific methods it is seen as being a 

“social” technique to conduct a research which gives more importance to the individual 

perception than to scientific conclusions. As a consequence, the research will be inductive 

(theories will be created following the results of the research) and orientated towards a 

constructivist philosophy (Bryman & Bell, 2007, p.28). 

According to the definition above, we believe that a quantitative research will be accurate 

regarding our thesis because it seems to be appropriate to answer our research question. First, 

our research will be positivist and conducted in an objectivist way and those patterns are 

usually from a quantitative type of research (as said earlier) which justifies our choice. 

Second, in the research methodology the tools we used correspond to a quantitative approach: 

indeed we have determined returns, compared correlations and analyzed different Beta’s 

linked to representative indices we have chosen. Finally, regarding the methodology we 

wanted to use in order to answer our research question, it is logical that we will use a 

deductive approach by drawing conclusions from our empirical research. 

  

2.5 The research design 

According to Bryman and Bell (2007, p 39), there is still one main determinant of the research 

methodology to take into consideration, the research design. The research design is of primary 

importance in order to get a framework for the collection of data, Bryman and Bell (2007 p 

40), and refers to type of experiment the authors want to pursue.  

The cross sectional research design involves the collection of data on more than one case and 

considering several variables and at a single point of time in order to identify the patterns of 

association. (Bryman and Bell 2007, p 55)  

The cross sectional design of research will not correspond in answering our research question 

since comparison will be draw from the two cases and considering an extended number of 

observations. 

Longitudinal research is often used in order to distinguish changes within an organization and 

the data collected are used to provide information on mechanism or processes of change. 

(Bryman and Bell 2007, p 60).  

Regarding our research method the longitudinal study will not hold since we do not try to 

explain the drivers of change within our research. 

The case study design  is defined as the deep analysis and study of one single case. Case study 

can involve a single organization, location or person. (Bryman and Bell 2007, P 62) 

Regarding the number of cases involved in our database composed by different indices in 

different regions of the world we won’t focus on a single case study in our empirical research. 
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The comparative design represents the use a single methodology through numerous cases 

(Bryman and bell, P 66). The aim of this research design is to explain differences or 

similarities in different cases in order to get a greater understanding of social realities in 

different contexts.  

The comparative design of research corresponds to our research purpose. First of all, 

analyzing differences in performance for two cases groups can be conducted using this 

research design method. Moreover, we will use the same methodological instruments to 

compare the performance of both indices and having a comparative research design will be 

accurate in order to pursue it in an objectivist way. One other important methodological 

aspect is the research strategy we followed. This research strategy can be pursued in three 

different levels: the exploratory research, the descriptive research and the explanatory 

research. 

The exploratory research refers to the description of a specific business situation. Using an 

exploratory strategy is accurate when little research on a specific topic has been done in the 

past. (Bryman and Bell , 2007, p 33). 

The descriptive research aims to give a precise outline on the investigation subject chosen and 

data, in this type of research, are used to draw a portrait to have clear characteristics of the 

topic. Descriptive research can be longitudinal or cross sectional (Saunders et al.1999). 

Finally, explanatory research relates to the determinations of factors and causes of a social 

phenomenon and aims to answer to the “why” question. 

As we explained it in the choice of topic of this research we want to conduct an empirical 

research that has not being done and covering five dimensions in one study. It comfort us in 

choosing an explorative research strategy since we aims to give an insight on the question on 

different aspects by comparing sustainable indices and conventional one in different 

geographical and conjectural situations in terms of performance. Then, we think that this 

research strategy is fully appropriate regarding our topic. 

2.6 Selection of theories: 

By trying to get different performance levels for different indices using a deductive 

methodology we want to emphasize the fact that we use a number of relevant theories in order 

to map a significant knowledge on the subject and those theories were tested in the literature 

and characterize our hypothesis of research.  

The first theory that is the backbone of our hypothesis is the portfolio theory (Harry 

Markowitz, 1952). This theory provides knowledge about the diversification benefits in terms 

of risk return and the composition of an optimal portfolio by identifying the effects of asset 

risks, return correlation and diversification. Thus, it represents one of the funding of the 

current research arguments that concludes on a lower performance of sustainable investments 

because of lower diversification opportunities. We use most of the funding of this theory in 

order to calculate the returns of sustainable indices and their volatility. 
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In continuity, we use the Capital Asset Pricing Model (Sharpe, 1964) when calculating the 

BETA of our indices, that is to say the correlations between the variability of returns among 

the indices and that can give an unbiased indication of the risk between two financial 

variables. We use this model as well in order to determine the performance and the risk/return 

of indices. 

Those two theories are the backbones of our research and will determine the tools we will use 

in order to answer our research question. 

2.7 Selection of databases 

The selection of the database was firstly related to the search of sustainable indices that could 

give significant historical data. We decided to focus on two indices: the first one is the Dow 

Jones sustainability indices made for US and the Eurozone and the second one is the FTSE 4 

Good UK index. We have chosen these indices because they could cope with the minimum 

time horizon of ten years we wanted to cover in this research. In addition, those indices are 

the ones that had the biggest industry representation and indeed, we think it can provide the 

most relevant data to compare with conventional indices. 

We want to emphasize that commonly use sampling techniques were not use in this research. 

The reason for that is that they were a limited number of indices that could cover a time 

horizon of ten years and, therefore, could correspond to the data selection criteria. Thus, we 

did not select sustainable indices within a population since they were a limited number of 

sustainable indices that matched our criteria. 

Index quotes for our data regarding the Dow Jones sustainable index were found on the Dow 

Jones internet website: http://www.sustainability-index.com/. We collected daily quotes from 

the DJSI US and EUROZONE indices from the beginning of the recorded historical data from 

October 2001 until the 28 of February 2011 on a daily basis. 

Regarding the FTSE 4 Good UK indices we found the quoted prices on the yahoo finance 

website. http://finance.yahoo.com/ and we keep the same time horizon. 

Then in order to get daily prices for the conventional indices (S&P 500, DAX, FTSE 100, 

FTSEMIB, AEB 25, CAC40) we use Yahoo databases as well. These databases allow 

collecting prices in Excel sheets and thus it minimizes the retreatment of data.  

The validity of these sources is accurate since we use the same methodology as we applied in 

the case study of the advanced financial analysis and valuation course at USBE. In addition, 

the major part of the investor community uses these sources in order to get indices quotes on a 

daily basis. 

In order to have the composition of the indices in terms of industry , country and company we 

could find it on the Dow Jones sustainability index website and regarding the FTSE 4 Good 

UK, index we asked the excel components sheet directly to the index sales representatives. 

http://www.sustainability-index.com/
http://finance.yahoo.com/
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2.8 Origin of sources 

As mentioned before, numerical data that were used in the empirical part of this research 

regarding the Dow Jones sustainable indices were collected through the Dow Jones 

Sustainable indices website: http://www.sustainability-index.com/. Regarding the FTSE 4 

Good UK index we use the yahoo finance online database: http://finance.yahoo.com/. 

Conventional indices daily quotes were also collected through the yahoo finance website. The 

theories that we mentioned before were part of our previous courses at USBE.  The Beta 

calculation we use was made in the group project of the advanced financial analysis and 

valuation course and the same methodology was applied in this research. The broader concept 

of the portfolio diversification was also seen during the corporate finance course of the MSc 

in Finance at USBE. 

Regarding the theoretical background, we use a number of different sources in order to get a 

full understanding on the status of the research community regarding our research question. 

We use a significant number of published articles in scientific journal, books and web 

sources. 

First of all, the research tool we use was the library website (http://www.ub.umu.se/en) to get 

available articles from Business Source Premier (EBSCO). A second main tool to access to 

theoretical sources was the online ISI knowledge research portal 

(http://apps.isiknowledge.com) that contents a significant number of research papers that were 

significant regarding our subject. 

We also found some relevant sources using the Google research portal and the university 

library and here are the key words we entered in the research portal: sustainable investments, 

performance of sustainable investments, effects of socially responsible investing, Modern 

Portfolio theory, Sustainable indices, socially responsible funds/indices, Difference screened 

and unscreened funds/indices, Ethical indices, Performance of screened funds, Investing/ 

investment, Mutual funds, and Responsible investors. 

2.9 Criticism of sources and data  

Sustainable investments studied together with the remarkable increase of the environmental 

considerations flourished and give a number of different conclusions and different 

perspectives. At first, we judge as interesting to include the different perspectives in our 

literature research in order to have a full understanding of the sustainable investment’s drivers 

of performance to test hypotheses within the empirical research part. However, considering 

the number of different studies using significantly different methodologies we can identify 

two main limitations of the literature on the subject. The first one refers to the definition of 

sustainable investments itself and a significant part of the research concentrates on the subject 

taking the funds’ point of view in trying to conclude on the performance of such funds. This 

type of research might take performance screened stocks since funds managers are seeking 

performance related stocks of sustainable companies and it can represent a bias in terms of 

data analysis. The second point is the methodology used to conclude on the performance, in 

some cases, the methodology used for sustainable is not similar to the one used to evaluate the 

http://www.sustainability-index.com/
http://finance.yahoo.com/
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funds. These two issues give complication when trying to compare findings on the topic and 

to select the most relevant theories. We decided to divide the research that focuses on the 

indices and which is obviously including behavioral elements and investment decisions in the 

evaluation of performance and the research that provides knowledge on the topic by analyzing 

indices.  

Since we wanted to cover indices in order to get less “performance” screened data, the 

sources we have chosen are reliable in order to get daily prices for sustainable indices and 

conventional ones. We believe that the Dow Jones sustainable database and the Yahoo 

finance database fulfill the criteria of reliability in conducting an empirical research. 

However, we had to erase some daily quotes for indices since we wanted to compare the data 

on a daily basis, thus we constituted daily price quotes with exactly the same dates by deleting 

some additional trading days in the indices. This can have an impact on the volatility of 

returns we calculated but however, the number of deleted quotes is below a popular statistical 

relevance of 5% and we think that this treatment of data provides higher relevance of 

comparison. 
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3. Theoretical framework 

The aim of this chapter is to define the context of our research. Firstly, we will precise the 

meaning of the key concepts which belong to our study. Secondly, we will highlight why the 

concern about the performance of socially responsible indices is a major issue nowadays. 

3.1 Key concepts 

 

The key concepts in this research are several but the most important are socially responsible 

investments, performance and indices. 

A socially responsible investment is an investment done regarding specific criteria and 

following personal principles. To realize a socially responsible investment, the criteria must 

be linked to ethical and sustainable (it may be environmental, social or economic) concerns.  

Performance is the context of our research is characterized by the financial measure of an 

investment: the return the investor gets from it. There are several ways of calculating the 

return of an investment such as the arithmetic return or the compounded return for examples. 

The arithmetic return is the easiest way of calculating a return on a single period: it is the final 

value less the starting value divided by the starting value. The compounded return is 

calculated by using the log formula on the finale value divided by the starting value. But the 

performance can also be a tool to compare two different investments. In this case, the return 

but also the level of risk is important to determine which investment is the most profitable. 

The capital asset pricing model (also called CAPM) is a one factor method which helps 

determining the performance of a stock compared to the market. This method has been 

developed by Treynor, Sharpe, Lintner and Mossin in the 1960s by using the portfolio theory 

computed by Markowitz (Ogden and al., 2003, Chapter 9). Here is the formula of the CAPM 

to find the expected return “E(Ri)” of portfolio: 

 
Rf is the risk free rate: it can be calculated from the less risky assets on the market 

(government bonds for instance). 

Rm is the return which can be expected on the market. 

βi is the sensitivity of the expected return to the expected return on the market.  This means 

that βi is a measure of risk: the closer to 1 βi is, the less sensitive to the variations on the 

market the portfolio is. In other words, if βi is close to 1 it is neutral but if it is superior to 1, 

βi will be more volatile compared to the market: this can be really good if the return on 

market increases but at the contrary if the return on market drops, the asset’s return will 

dramatically decrease. 

The CAPM formula is well-known and used as a reference on financial markets but it is 

linked to a specific context. Indeed, there are several assumptions to take care of when 

applying this method of calculating an asset’s expected return. It is important to notice that 

this formula is meant to be used in a perfect market environment and this is why this market is 

a less restrictive concept. The first assumption of ideal market is that it is frictionless: 

transaction costs and taxes don’t exist. The second and third assumptions are about the role of 

investors. All individuals have homogeneous expectations (they all have the same information 
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about the market) and their decisions are based on one risk-free asset which gives information 

about the risk-free rate to use in order to borrow and lend. They also have the same 

importance since they are supposed to be investors holding small value assets compared to the 

value of companies’ securities (this is called atomistic competition). The last two assumptions 

are linked directly to the firms’ capital. The fourth assumption deals with a fixed and known 

investment program which enables all the actors to make choice by knowing the right 

information (this is linked to the second assumption).  The last assumption is about the way of 

financing the needs of firms: once it is chosen it remains the same, this is assumed to prevent 

any wealth expropriation from debt holders (Ogden & O’Connor., 2003, Chapter 3). 

Moreover, the CAPM formula infers that investors are risk averse so they focus 

predominantly on mean and variance to choose their investments on a single-period 

transaction horizon. This time horizon is assumed to simplify the comparison between returns. 

Another assumption is that investors hold diversified portfolios which enable them to get rid 

of the market risk and focus on getting a high return for the systematic risk by analyzing mean 

and variance (Student accountant, 2008). 

This model is really helpful to determine expected returns in theory but when it comes to 

practice, the conclusion about it can be different. In practice, the perfect market doesn’t exist. 

For instance, on the market, frictions do exist: there are taxes and transaction costs such as 

information costs. These costs are real because on the market there is an asymmetry of 

information. This means that insiders (people managing firms) have by definition more 

information on it than others, then the quality of assets can be affected by this information 

asymmetry and create pooling equilibrium or adverse selection for instance. Pooling 

equilibrium is a situation in which all the prices of assets are based on an average since 

nobody knows which firm has the best value on the market. Adverse selection is frequent in 

the insurance area since the insurer commits to pay back the insured if needed. Here, 

information asymmetry is a huge matter because the insurer is not able to evaluate the amount 

due to the insured person. Then, because of the lack of information, “bad health” people are 

more likely to be selected and insured. This phenomenon can be replicated on financial 

markets regarding the selection of assets. Another limit of the CAPM formula is that in reality 

individuals cannot borrow or lend at a risk-free rate. Indeed, the risk-free rate is known to be 

the minimum expected return that one can get when investing in non-risky assets. Non risky 

assets are hold by governments therefore; individuals and firms cannot be as reliable as 

governments in borrowing and lending. 

Other factors that are not used in these methods are the ownership structure, the cost of 

management or even the importance of leverage. These aspects can change the return of assets 

if taken into account and they could have a huge impact on the expected return investors are 

willing to get. Performance can be measured out of a stock, an investment fund or even an 

index. An index is an indicator, which in our case, is composed of several financial securities. 

It gives the value of its components and therefore it can be seen as the global indicator, the 

barometer of the market or a special industry in terms of performance. 
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3.2 Literature review 

 

3.2.1 Research on funds: 

 

SRI´s performance has been largely explored in the research and probably even more by 

taking the funds perspective. The growing importance of SRI´s criteria within investor´s 

decision developed considerably the proportion of SRI within the total assets under 

management in US. For instance, at the end of 2007, the SRI assets represented 11% of the 

total assets managed in the USA (Scholtens, 2010, p. 217). But the performance (in terms of 

return and risk) of these special funds is still an important matter in the center of the debates 

about socially responsible investments. When thinking about whether these SRI funds 

perform or not, the results and conclusions differ depending on the data collected, the method 

used and the period of the research. 

To begin with, it is important to evocate the principles of the creation of performance. The 

portfolio theory, as M. Schröder explains, has for consequences to automatically restrict the 

returns produced from a SRI fund (Schröder, 2004, p. 123). Indeed, by restricting the 

possibilities of investment in SRI (by using negative or positive screenings), the power of 

diversification is reduced which will automatically lead to a lower adjusted return or in the 

best situation to an equal return from the SRI compared to a conventional one. 

However, the literature review that follows show some different results which can explain 

why the performance of SRI funds has been and is still an important issue to deal with. 

One of the studies which gives details on the possible alternatives when comparing the 

performance of those investments related on the subject was made by Hamilton and Statman. 

The research concludes on three alternatives or scenarios when comparing the performance of 

ethically responsible indices and conventional stocks (Hamilton & Statman, 1993, p. 62-66). 

The first alternative is that socially responsible stocks do not add or even destroy value in risk 

adjusted returns levels. The second alternative tells that this screening delivers lower expected 

returns because investors adjust their expectations and decrease the cost of capital of those 

investments but the return as well. The third alternative according to this research concludes 

on a higher return for socially responsible stocks compared to conventional indices. 

 In this literature review, the three alternatives will be highlighted by discussing the different 

conclusions reached by researchers on this subject. We will use these three alternatives as a 

basis to structure the literature review. 

Alternative one: same performance between SRI and conventional investments. 

Many authors defend the theory that the performance of socially responsible funds doesn’t 

differ from the one of the conventional funds.  
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For instance, Guerard (Guerard, 1997, p. 4) concludes that in general sustainable responsible 

mutual funds don’t perform differently than the conventional mutual funds. The research 

made from 1987 to 1994 has been concentrated on calculating the monthly average return of 

screened and unscreened funds. One on side, the screens used in this research has been chosen 

according to the criteria of Kinder, Lyndeberg and Domini who are known as being the 

pioneers of screenings. On the other side, the unscreened data have been treated from the 

Vantage stock. The result shows that there is no significant difference “between the average 

returns of a socially-screened and unscreened universe” since the gap founds is of fifteen 

basis point (Guerard, 1997, p. 4). 

According to Garz, Volk and Gilles, choosing to pick a socially responsible investment is not 

really different than picking a traditional one regarding the arithmetical risk and return in 

terms of possibility of growth, the choice of the industry sector and country for instance 

(Garz, Volk & Gilles, 2002, p. 5). 

Several  studies reach the same conclusions, as an example, we can highlight the study from 

Goldreyer, Diltz and David on a sample of 49 ethical funds in the US and their conclusion 

was that there is no under/over performance of ethical funds (Goldrever, Diltz & David, 1999, 

p. 23-36). 

Moreover, in 2003, Dupré, Girerd-Potin and Burlacu have compared 50 American funds in 

the 1997-2002 period. The analysis of Sharpe ratio levels concluded that there are no 

statistically significant differences in terms of performance between conventional funds and 

ethical funds (Dupré, Girerd-Potin & Burlacu 2003, p 19).  

 

Alternative two: the expected return of SRI can be lower than those of conventional 

investments. 

 

Some authors are not as sure as the one evocated above about the indifference of performance 

between the socially responsible funds and the traditional ones. 

For instance, Lee, Humphrey, Benson and Ahn are not as certain as the one evocated just 

before. They have reached the conclusion that the performance of funds does not depend on 

their size, age or even type. However, they affirm that the level of the total risk related to 

socially responsible investments is lower than those related to conventional ones. This is the 

consequence of screening: when screening increases, the total risk of the fund decreases (Lee 

Humphrey, Benson & Ahn 2010, p 362-363). But, the use of screening in funds affects their 

performance when the screening is too high: the fund’s adjusted return diminishes (Lee and 

al, 2010, p 368). 

Alternative three: SRI funds can outperform conventional ones. 

On the contrary, some researchers have concluded that screened funds can outperform the 

conventional funds. 

If we have a closer look to the research conducted by Weber, Mansfeld, & Schirrmann, it 

raises the question of the significant differences between sutainable responsible funds and 

other conventional funds in terms of returns and the correlation between the sustainability 

ratings and the financial performance of those funds.  Their studies were based on the analysis 
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of 151 differents SRI (sustainable responsible funds) and their performance. They have used 

the method of calculating standard deviations and coefficient of variation and they have 

distinghuished two different states of expansion within analysis. They distinguished bear and 

bull phases between 2002 and 2009. The conclusion of this study was that SRI funds perform 

better in both phases.
23

 The mean is higher than the MSCI conventional index. Generally the 

SRI funds managed to reach a value of 99.4% compared to the starting date end of 2001 

meaning that an investment at the end of 2001 resulted in a loss of 0.6%. Regarding the 

correlation it appears that for the period the correlation was equal to : r = 0,88 and thus 

express a lower volatility of SRI funds. Moreover, the coefficient of variation in the bearish 

phase was lower for the SRI funds but higher the bullish phase. The final conclusion of this 

study is that the risk-return of SRI funds is higher both in the bull and bearish phases. 

Investing in SRI funds in period of turmoil could result in a better financial return than the 

MSCI world index (Weber, Mansfeld, & Schirrmann, 2009, p 17-18). 

Regarding the existing knowledge about the correlation of sustainable perfomance and the 

financial performance there is evidence of synergies between financial and environmental 

performance in terms of both tangible and intangible value of the firm. 

Konar and Cohen showed that there is a fund environmental performance correlation with the 

intangible asset value of S&P 500 firms (Konar & Cohen, 2001, p 231-309).  

Furthermore, Gottsnam and Kessler provides evidence that the returns of good environmental 

portfolios performs better more than S&P 500 (Gottam & Kessler, 1998, p 15-24). 

Feldmann, Soyka and Ameer highlight that firms that increased their environmental 

performance by adopting environmental systems that go beyond the regulatory 

recommendations have significantly lower cost of capital (Feldmann, Soyka & Ameer., 1997, 

p 87-97). 

In 1997, Russo and Fouts affirmed that firm’s ROA increased as long as well as firm’s 

environmental performance (Russo and Fouts, 1997, p 534). 

Focusing on some ethical issues, Cohen, Fenn and Naimon have provided evidence that the 

industry balanced portfolio of low pollution S&P 500 companies earned greater stock returns 

that high pollution companies (Cohen Fenn & Naimon, 1995). In the same context, White has 

constitued a portfolio of firm with good environmental reputation and companies with bad 

reputations. He could conclude that the good environmentally responsible companies were 

able to get a greater return on investments than the companies with bad reputations (White, 

1995). Talking about environmental concerns again, Har and Ahuja (1994) have provided 

evidence that pollution prevention and emissions reductions initiatives have a positive impact 

on a firm’s return on asset (ROA); return on sales (ROE), return on equity (ROE) (Har & 

Ahuja, 1994, p 30). 

 

Regarding the idea of the green fund performance related to the conventionnal indices, we can 

raise the study from Buffington and Ganzi. This research highlights the study of the so called  

“eco-effiency funds” and according to his research 19 out of 26 companies that rated their 

fund performance related to the market based index for the year 2000 outperfomed the 

benchmark of 7,1% (Buffington & Ganzi, 2001). 

 

Always considering the environmental issue, Figge and Schaltegger have conducted a study 

about the translation of profit to shareholder value. The research provides an insight in 

                                                           
2
 See appendix 2 

3
 See appendix 3 
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undestanding the drivers of the increase of the financial performance due to an increased 

social responsibility behavior of companies. Regarding this issues, the study tells more about 

the benefit of environmental positive behavior because it lowers the costs and the ressources 

comsumption: this can have a positive effect on the shareholder value and especially can 

create shareholder value (Figge & Schaltegger, 1998). 

Morever, Earle showed that there is a positive relationship between “environmental 

performance and financial returns”.The report conluded that despite the newness of the trend, 

companies that have an increased development in terms of environmental behavior could 

achieve greater shareholder returns (Earle, 2000). 

Considering portfolios made of investments in environmental responsible firms, Clough has 

proven that their returns could reach until three times those of the non environmental 

responsible companies (Clough, 1997). 

 

The effect of socially responsible investing on portfolio performance has also been considered 

by Alexander Kempf and Peer Osthoff. They desmonstrated that a best in class approach 

regarding socially responsible stocks in the composition of portfolio leads to better returns 

than low rated companies. The method used was a long-short approch in the investment 

strategy by holding stocks with best environmental ratings and selling ones with low ratings. 

According to their findings, the best in class approach of screening portfolio leads to better 

returns for high rated companies than for low rated ones
4
 (Kempf & Osthoff,  2007, p 916). 

Going long for best rated companies and short for low socially rated ones could leads to a 

8,7% per year abnormal return. Moreover, it appears that it is still the case when adding 

considerable transaction costs of 100 basis point
5
 (Kempf & Osthoff,  2007, p 920). 

Regarding the performance in the UK, Luther, Matatko and Corner concluded that there is an 

improved risk adjusted performance for SRI funds. They linked this performance to the over 

representation of SME’s within those funds which could explain the over-performance of SRI 

funds. This Study was based on the analyses of the performance of 15 SRI funds in UK 

(Luther, Matatko & Corner, 1992). 

 

Criteria of performance measures 

Measures of SRI funds’ performance can vary depending on the criteria used and so the 

conclusions drawn by researchers. The information available to conduct a proper research can 

be difficult to get as the study of Fayers, Cocklin and Holmes on the Australian market 

illustrates. In 2000, they described drivers of socially responsible investing within the 

Australian investments community. According to this study, only few proportions of funds 

clients consider sustainable investing as a priority and “the great majority of client’s 

objectives are financial only”. Thus, according to the results only 13% of analysts are “much 

more concerned” by the issue but 63,6% are slightly more concerned and those results are 

due, according to the authors, to the information barriers and the fact that companies gives 

little relevant information to analyst (Fayers, Cocklin & Holmes 2000, p 173-201). 

 

The choices of management can explain some of the variation of performance observed in the 

different researches. 

Guerard insists on the possible variation of performance depending on the behavior of 

managers (Guerard, 1997, p 4). The choice of the pricing models the investors use and the 

                                                           
4
 See appendix 4 

5
 See appendix 5 
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managing skills they believe in can create some gap in the results found (Geczy, Stambaugh 

& Levin, 2005, p 14-18 and p 27-28). 

The management of SRI funds is also evocated in the research done by Bauer, Koedijk and 

Otten on 103 German, UK, US ethical funds on the 1990-2001 periods to explain the different 

conclusions reached. First of all, they could demonstrate that ethical and conventional funds 

have different returns. Using a four factor models they demonstrated that between 1990 and 

1993 ethical funds underperformed the conventional funds. However, between 1998 and 2001 

they found that ethical funds’ performance was matching conventional funds ones. They 

partially explained these findings by the newness of ethical funds in the first period (90-93) 

and that funds managers had to experiment the drivers of performance of such funds (Bauer et 

al, 2005). 

Finally, the variation in the different conclusions about the performance of funds can be 

linked to “a lack of consistency from the statistical analysis” (S.Signori, 2009, p 157). Indeed, 

the average returns on equity funds from 2002 to 2005 range from -32.54% (in 2002) to 

12.09% (in 2005) (S.Signori, 2009, p 157-158). 

 

3.2.2 Research on indices 

 

Talking about indices, the conclusions can be also quite different regarding the nature of the 

research. In the research conducted by Consolandi, Jaiswal-Dale, Poggiani and Vercelli, the 

method of comparing indices and the results obtained illustrate how conclusions can be 

different from a research to another. Indeed, by comparing the Dow Jones Sustainable Index 

and the Dow Jones Sustainability Stoxx 600 Index, the authors are able to conclude that the 

performance is more or less the same for both of the indices on the period 2001-2006 

(Consolandi, Jaiswal-Dale, Poggiani & Vercelli, 2009, p 195). However, by using a new 

index (to be used as a benchmark) called Surrogate Complementary Index (SCI) made of the 

entities of the Dow Jones Sustainability Stoxx 600 Index which are not considered as being 

ethical, the results about performance change. Compared to the SCI, the general conclusion is 

that the Dow Jones Sustainable Index slightly outperforms the benchmark if we assume that 

the size of the indices is equal (Consolandi et al, 2009, p 195). These results are part of a 

general conclusion but it is also really important to look in detail the returns on different 

period. Actually, the performance of the indices is not linear and can be submitted to 

variations depending on the announcement effect for instance. The announcement of the 

inclusion (exclusion) of a firm to the index will create a positive (negative) return on the 

period before and after the announcement. As the effect of the announcement of exclusion is 

stronger than for inclusion, the average return might vary (Consolandi et al, 2009, p 195). Of 

course this conclusion is linked to the behavioral theory about the higher reaction to a bad 

news from investors.  

 

Talking about risk, it is interesting to note that the major part of the socially responsible 

indices is subject to a higher risk compared to conventional indices. This means that the 
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changes in the SRI indices will be greater if some changes appear to take place in the 

reference index (Schröder, 2005, p 3-4). 

 

The performance of indices is also hard to determine because of the many different ways of 

building them existing around the world. According to the size, it can vary a lot depending on 

the country of origin of the index, the state of the economy in the country, beliefs about 

ethical behavior (that can be different from a culture to another). A major difficulty in the 

study of the performance of socially responsible indices is the relative youth of them. Until 

now, the short period of study made it hard to assess the real value of their performance 

(Fowler & Hope, 2007, p 245). 

 

Criteria of performance measures 

 

As it is the case for the performance of SRI funds, the criteria used to determine the 

performance of indices are of major importance. Depending on the selection of the indices to 

compare, the results can be quite different as it is the case in the comparison of the Dow Jones 

Sustainable Index and the Surrogate Complementary Index. The first result obtained by 

Consolandi et al. is that the sustainable index underperforms the benchmark but it is due to a 

different weight of these two components which conducted to a biased result that the authors 

had to work on to make it acceptable (Consolandi et al, 2009, p 195). 

 

Some researchers have evocated the possibility that the performance of the SR funds could be 

caused by the integration of some components based on different selection criteria, which 

means on not traditional criteria (S. Signori, 2009, p 146). 

 

The criteria used to rate funds and determine if they can be part of the socially responsible 

indices are severely criticized by Entine. According to him, the ratings are not done seriously 

and can let some place to subjectivity instead of being totally partial (Entine, 2003, p 6). 

 

3.3 Hypotheses 

 

Regarding the proportion of researches made on the performance of SRI funds compared to 

SRI indices, we have chosen to focus our study on indices rather than funds. 

Following the knowledge and the conclusions of the literature review, we set forward the 

different hypotheses which will be subject to tests in the empirical part of our research. 

According to the portfolio theory the best performance a screened index can be expected to 

get is to perform as a traditional does. However, we have seen in the literature review that the 

conclusions about the performance of sustainable assets can vary according to several authors. 

 

Our first hypothesis is about return levels: There is a significant difference between returns of 

SRI indices and conventional ones. 

If this hypothesis is validated, then the next step is to know what kind of difference is 

observed. 
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Hypothesis 1a: The difference observed between these two types of indices is that SRI indices 

underperform traditional ones. 

Our second hypothesis tests the following assumption: There is a significant difference of the 

risk involved in SRI indices and in conventional ones. 

As we have done with the second hypothesis, it is important to understand what the difference 

between these two types of indices is when talking about risk measures.  

Hypothesis 2a: The financial risks taken by investors are lower in SRI indices than in 

conventional ones. 

Our third and last hypothesis can be stated as: There is a significant difference between both 

returns and risk level concerning SRI indices and conventional ones. 
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4. Empirical method & analysis 

4.1 Data collection 

In order to get a significant overview and to be able to compare the different geographical 

sustainable indices with conventional ones we have constructed our database using historical 

data between October 2001 and February 2011 for US, UK and main Eurozone conventional 

and sustainable indices. 

Regarding the Eurozone, we have collected data for the DAX (“Deutscher Aktien Index” for 

Germany), The CAC 40 (“Cotation Assistée en Continu” or Continuous Assisted Quotation 

for France), the FTSE MIB (“Borsa Italiana di Milano”), the IBEX 35 (“Iberia Index” for 

Spain), and the AEX 25 (“Amterdam Exchange Index” for The Netherlands) using Yahoo 

finance historical prices. Then, to cover American indices we have taken the S&P 500 index 

and compare it with the DJSI US. Regarding UK indices, we have decided to focus only on 

the FTSE 100 index and to compare it with the FTSE 4 GOOD index in order to draw 

conclusions on the British market. 

  

The empirical research is divided into three major parts since we have decided to study the 

US, the Eurozone and the UK. The US sample is comparing the Dow Jones sustainable index 

with the S&P 500. We have collected the daily quotes for the sustainable index DJSI US and 

for the conventional index S&P 500 on the Dow Jones online database and the Yahoo finance 

online database respectively. The data have been chosen for the time horizon from October 

2001 to February 2011. 

The second case refers to the study of the Eurozone. The methodology differs because we had 

to come up with arithmetical average of all the data that were compared one by one with the 

sustainable indices. The European sample was composed by the Dow Jones Eurozone 

Sustainable Index (DJSI) daily quotes regarding the Eurozone and the most relevant 

conventional indices in the Eurozone as mentioned previously. We have compared the DJSI 

Eurozone with each conventional index cited and above. Once the data per index calculated, 

we have chosen to provide an arithmetic average of these different variables in order to get an 

overview of the euro zone perspective. 

Finally, regarding the UK sample, we have decided to use the FTSE 4 Good index in order to 

compare it with the FTSE conventional index. The data collection was made through the 

Yahoo finance database. We collected the daily quote adjusted to the number of observation 

that we had in the indices. 

 

In order to be sure that our sample composition could reflect the performance of the indices 

within the chosen period we have taken into account several conditions. A first condition for 

collecting data was to find the variable price quotations of indices. The second condition of 

the data inclusion within the sample was to get significant historical record that fitted with 

older sustainable indices historical record. Finally, the last condition was made to get a 

significant time horizon that allows us having exactly the same period and the same number 

of observations. This was of first importance to be able to have statistically speaking 

significant samples that could be compared and tested between each other’s. Here is a list of 

the conditions we used for both indices: 

 

 

 Environmental management 

 Climate change mitigation and adaptation 
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 Countering bribery 

 Upholding human and labor right 

 Supply chain  labor standards 

 

Here is a list of the negatively screened industries and thus, that are not part of the sustainable 

index. 

 

 Tobacco Producers 

 Companies manufacturing either whole, strategic parts, or platforms for nuclear 

weapon systems 

 Companies manufacturing whole weapons systems. 

 

This criteria limited the number of data, however we didn’t face any shortage of information 

regarding the sustainable indices, the time horizon was appropriate and covers the time 

horizon we had in mind for this research and the quality of the data’s was corresponding to 

the reliability criteria’s to have a sound empirical research. 

 

4.2 Data description 

 

Data presentation 

 

The final sample is combining three geographic samples of both sustainable and conventional 

indices. The DJSI US involves 111 companies, the DJSI Eurozone includes a total of 96 

companies and the FTSE 4 GOOD Index involves 86 companies.   

 

Sustainable indices, as mentioned before, followed a strict screening procedure regarding the 

companies involved in them. Concerning the Dow Jones sustainable indices we can say that 

its composition consists of the top 20% of the largest 600 US companies that are ranked 

among companies that fulfill a number of social, environmental and economic criteria. Those 

companies are ranked in the Dow Jones Sustainability index for North America. 

Those criteria naturally limit the number of companies we are going to focus on but, the 

sample still gives a reliable representation of different industries as shown below in table 1. 

 

INDUSTRY DJSI US DJSI EUROZONE FTSE 4 GOOD UK 

Technology 14% 5% 8% 

Telecommunications 2% 5% 12% 

Financials 8% 16% 23% 

Oil & Gas 6% 7% 6% 

Basic Materials 5% 11% 5% 

Healthcare 13% 2% 6% 

Consumer goods 12% 15% 17% 

Consumer  service 15% 8% 12% 

Utilities 11% 9% 10% 

Industrials 15% 19% 2% 

Table 1: Industry representation within sustainable indices samples. 

Source: Constructed from our own data collection. 
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The industry representation of sustainable indices provides significantly relevant 

representation of each industry included, the screening criteria does not represent a bias in the 

representation of industries. The detailed composition and corporations that are part of the 

three sustainable indices can be found in appendixes 6, 7, 8. 

 

Data calculation 

 

By analyzing the data collected, we have noticed that there were sometimes more prices for 

sustainable indices than for conventional ones. In order to create reliable samples, we have 

checked that our calculations were corresponding to the same days for each pair of indices. 

This means that for every comparison between a traditional index and a sustainable index, we 

have made sure to have exactly the same daily basis on the whole period from October 2001 

to February 2011. Once we had our samples, we have been using them to calculate some 

variables about performance (measured in terms of risks and returns). 

 

Daily return calculations: 

For each zone, we have calculated the daily returns of the conventional and sustainable 

indices. We have used the arithmetic method to get returns by applying the following formula 

to the prices collected in the sample. 

 

Return = (End_price - Start_price) / Start_price 

 

At this stage of the research, we had prices and returns for each index (traditional and 

screened) which we could use to determine the performance. 

 

First, we have concentrated one the risk measure. The risk of an asset can be measured by 

comparing the volatility of it to another one that is the reference. As we wanted to know what 

the risk level of sustainable indices is compared to traditional ones, we have studied how 

sustainable indices move when the conventional ones move as well. 

A beta calculation can allow us to get the “theoretical” risk of sustainable indices compared to 

the conventional indices: 

 

Beta = COVAR (Series of returns sustainable)/VAR (returns conventional indices) 

 

Second, we have calculated the average daily return for both indices in order to compare the 

difference between them. Once we had the daily average return, we have transformed it into a 

monthly and annually return. 

Monthly return= Daily return *21 

21 is the average number of traded days in a month. 

 

Annually return= Monthly return *12 

12 is the average number of traded months in one year. 

 

We also have tested the reliability of our data and the full explanation is in the section 4.3 

about testing. 

We have applied these calculations to different period in time. The periods we have chosen 

are detailed in the section 4.4 about trends and periods screening. 
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4.3 Testing 

 

In order to test the reliability of our beta’s we have checked the returns distribution with the 

R- squared test. The result given by the following formula must always be between 0 and 1 to 

give information about the correlation of data. If R² is equal to one or very close to this figure, 

it means that the correlation between two data series is optimal. On the contrary, if the result 

is close to 0 then it is impossible to compare and analyze the data. Below is the formula of R² 

or R-squared. 

 

R-Squared = RSQ (Series of returns sustainable, Series of returns conventional indices) 

 

By applying this test to all the series of data we have collected we have reached the 

conclusion that our research can be conducted on the data we have got. Here are the several 

R² we have calculated for each pair of indices: 

 
R² CAC 40- DJSI R² IBEX 35- DJSI R² DAX- DJSI R² AEX 25- DJSI R² Eurozone R² S&P 500- DJSI R² FTSE 100-FTSE 4 R² total average

0,97 0,91 0,94 0,94 0,94 0,99 0,99 0,96  
 

As we can see, the results confirm that the series are well correlated and then can be 

compared to each other’s. 

Thanks to this testing method we have been able to rely on these data series and to start the 

empirical analysis. 

 

4.4 Trends and periods screening 
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Line chart 1. Monthly price average DJSI Eurozone. 

Source: Constructed from our own data collection. 
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Line chart 2. Monthly price average DJSI USA. 

Source: Constructed from our own data collection. 

 

 

0

1000

2000

3000

4000

5000

6000

O
ct

o
b

er
 2

00
1

Ja
nu

ar
y 

20
02

A
p

ri
l 2

00
2

Ju
ly

 2
00

2

O
ct

o
b

er
 2

00
2

Ja
nu

ar
y 

20
03

A
p

ri
l 2

00
3

Ju
ly

 2
00

3

O
ct

o
b

er
 2

00
3

Ja
nu

ar
y 

20
04

A
p

ri
l 2

00
4

Ju
ly

 2
00

4

O
ct

o
b

er
 2

00
4

Ja
nu

ar
y 

20
05

A
p

ri
l 2

00
5

Ju
ly

 2
00

5

O
ct

o
b

er
 2

00
5

Ja
nu

ar
y 

20
06

A
p

ri
l 2

00
6

Ju
ly

 2
00

6

O
ct

o
b

er
 2

00
6

Ja
nu

ar
y 

20
07

A
p

ri
l 2

00
7

Ju
ly

 2
00

7

O
ct

o
b

er
 2

00
7

Ja
nu

ar
y 

20
08

A
p

ri
l 2

00
8

Ju
ly

 2
00

8

O
ct

o
b

er
 2

00
8

Ja
nu

ar
y 

20
09

A
p

ri
l 2

00
9

Ju
ly

 2
00

9

O
ct

o
b

er
 2

00
9

Ja
nu

ar
y 

20
10

A
p

ri
l 2

01
0

Ju
ly

 2
01

0

O
ct

o
b

er
 2

01
0

Ja
nu

ar
y 

20
11

Monthly price average FTSE 100 UK

Monthly price average FTSE 4 GOOD

Poly. (Monthly price average FTSE 4 GOOD)

 
Line chart 3. Monthly price average FTSE 100 UK. 

Source: Constructed from our own data collection. 

 

These three charts represent monthly price averages of sustainable indices within the three 

geographical zones we are conducting research on for the period from October 2001 to 

February 2011. The blue lines represent the monthly price averages whereas the dark lines are 

polynomial trend lines which enable us to clearly see the global trend on the whole period. By 

doing this we are able to divide the ten-year period in five sub periods. Sub periods are really 

interesting to analyze performance as prices and returns are linked to special conditions on the 

market (economic crisis, political decisions, environmental catastrophes…). By doing so, we 

will be able to compare returns and to estimate risk (by calculating betas) for both the 

conventional and sustainable indices on the same period. This means that the two indices will 

be in the same economic context and it will be then possible to compare them only from a 

period to another. 



42 
 

The five stages we have chosen are separated by red horizontal lines and correspond to the 

following periods: 

 

 First period: October 2001- February 2003. The economic context during these years 

is disrupted by the 9/11 events and the internet bubble crisis. 

 Second period: March 2003-August 2006. This period is the rebound of the market 

linked to a low interest rate policy driven by the Fed (USA). 

 Third period: September 2006-April 2007. This is the continuation of the economic 

revival correlated to the subprime golden age. 

 Fourth period: May 2007-February 2009. This is the second crisis of the period. It has 

been started by the subprime crisis in the USA and has spread worldwide to become a 

global recession. 

 Fifth period: March 2009-February 2011. This last section represents the end of 

recession at a global level. 

 

The empirical data analysis which follows will then focus on these three geographic zones 

and the five times horizon described above. 

 

4.5 Analysis 

4.5.1 The US perspective: 

The US perspective told us about different possible developments. Regarding this geographic 

part we have a time horizon starting in October 2001 until February 2011. These are the main 

findings regarding the comparison of the S&P 500 index and the Dow Jones sustainable 

index. 

4.5.1.1 Risk measures: 

The level of the volatility differs within specific conjectural situations, regarding the 

comparison between the S&P 500 and the Dow Jones sustainable index US the differences in 

betas are insignificant. The results are as follows: 

Periods Beta

October 01-February 03 1,06

March 03-August 06 0,99

September 06-April 07 0,93

May 07-February 09 0,93

March 09-February 11 0,92

Total  Period 0,96  

Table 4. Betas Oct 01-Feb 11 DJSI US/S&P500 

 

The beta of sustainable indices for the complete time horizon of 10 years period is close to 1 

but as it is lower, the sustainable index seems to have a lower volatility in returns with a Beta 

of 0,96. 
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We can see differences within specific conjectural situations. During the period of decreasing 

stock exchanges that followed the 9/11 events the risk of returns variation is higher for the 

Dow Jones sustainable index with a Beta of 1.06 in this period.  

However, we can witness that in the rebound of markets between 2003 and 2006 the risk of 

sustainable indices is lower with a beta of 0, 99. The financial crises did not really affect the 

volatility of returns for the US sustainable index since the beta is decreasing. The average beta 

for the whole period shows that the volatility of sustainable investment is lower than 

conventional ones. This means that on the US market, sustainable indices provide lower risk 

in terms of volatility of return. Now we will analyze the differences in terms of returns 

between the two indices. 

4.5.1.2 Returns levels: 

In terms of return the S&P 500 and the DJSI US have different patterns.  

Periods 
 Daily average 

return S&P 500

 Daily average 

return DJSI US

Annually 

average return 

S&P 500

 Monthly 

average return 

DJSI US

 Annually 

average return 

S&P 500

 Annually 

average return 

DJSI US
October 01-February 03 -0,05% -0,04% -1,00% -0,81% -12,04% -9,73%

March 03-August 06 0,05% 0,05% 1,10% 0,96% 13,24% 11,50%

September 06-April 07 0,08% 0,07% 1,68% 1,39% 20,18% 16,69%

May 07-February 09 -0,13% -0,13% -2,71% -2,74% -32,54% -32,83%

March 09-February 11 0,13% 0,12% 2,64% 2,43% 31,71% 29,19%

Total  Period 0,020% 0,015% 0,41% 0,32% 4,95% 3,81%  

Table 5. Returns Oct 01-Feb 11 DJSI US/S&P500 

Regarding the period that followed the 9/11 events in the period between October 2001 and 

February 2003 the annually average return for the Dow Jones sustainable index is -9,73% and 

the conventional index underperforms the index by 2,31 percentage points in this period with 

a -12,04% return on this period. Then for the other periods, we can see that the sustainable 

index underperform conventional one. From March 2003 to August 2006 the S&P 500 

outperforms the DJSI by 1, 74 percentage points. The development of subprime credits and 

increasing stock markets witnesses the underperformance of the Dow Jones sustainable index 

by 3, 50 percentage points compared to the conventional index with 16, 69% and 20, 18% 

respectively. The financial crises affected more the American sustainable index which has an 

annualized return of -32, 83% between May 2007 and February 2009. The S&P 500 slightly 

over performs it by 0, 29 percentage points with a return of -32.54 % in the same period. 

Finally, as we saw it in the rebound of markets after 2008 the performance achieved by the 

Dow Jones sustainable index is quite close to the performance of the conventional Dow Jones 

index with 29, 19% and 31, 71% respectively. 

4.5.1.3 Conclusion on the US market:  

The US sustainable index seems to have a lower volatility within the 10 years’ time horizon 

between 2001 and 2011. The only time the US sustainable index is more volatile than the 

conventional one is during the first crisis of the period. In more quite periods the US 

sustainable index always has lower volatility levels than those witnessed on the conventional 

index. In terms of returns, we can say that the DJSI US underperforms the S&P 500: on the 
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whole period, the gap is of -1, 14 percentage points on an annually basis with +3, 81% and 4, 

95% of returns respectively.   

4.5.2 The British perspective: 

UK always has been a particular country regarding sustainable investments. It was one of the 

first countries that developed a significantly sustainable investment industry. In this 

perspective we are going to compare the performance of the FTSE 4 GOOD UK index which 

groups 50 of the best in class UK companies that follows FTSE 4 GOOD criteria with the 

FTSE 100 conventional stock index which regroups 100 listed companies. 

4.5.2.1 Risk Measures 

Periods Beta

October 01-February 03 1,02

March 03-August 06 0,99

September 06-April 07 0,94

May 07-February 09 1,00

March 09-February 11 0,98

Total period 1,00  

Table 6. Betas Oct 01-Feb 11 FTSE 4 GOOD UK/FTSE 100 UK 

The analysis of the UK market provides very few different risk levels regarding the FTSE 4 

GOOD index. The first period of analysis provides a higher volatility of returns for the 

sustainable index with a Beta of 1, 02. The second period of analysis tells us that during the 

rebound of market after 9/11 crisis the sustainable index was slightly less volatile than the 

conventional ones with a Beta of 0, 99. During the booming of international markets before 

the financial crisis of April 2007 the sustainable index for UK companies was less volatile 

than the FTSE 100 with a beta of 0, 94. During the crisis, returns volatility had significantly 

same levels in both indices. Finally during the end of recession between March 2009 and 

February 2011 FTSE 4 GOOD index had a lower volatility than the conventional index with a 

beta of 0, 98. For the full time horizon of 10 years period, there is no significant difference 

between the two indices and the Beta is equal to 1. 

4.5.2.2 Returns levels 

Periods 

 Daily average 

return FTSE 100 

UK

 Daily average 

return FTSE 4 

GOOD

 Monthly 

average return 

FTSE 100 UK

 Monthly 

average return 

FTSE 4 GOOD

Annually 

average return 

FTSE 100 UK

 Annually 

average return 

FTSE 4 GOOD

October 01-February 03 -0,06% -0,06% -1,30% -1,36% -15,65% -16,35%

March 03-August 06 0,06% 0,06% 1,26% 1,16% 15,10% 13,97%

September 06-April 07 0,06% 0,05% 1,16% 1,08% 13,94% 12,99%

May 07-February 09 -0,09% -0,09% -1,99% -1,99% -23,88% -23,84%

March 09-February 11 0,10% 0,09% 2,02% 1,92% 24,29% 23,09%

Total period 0,02% 0,02% 0,39% 0,32% 4,67% 3,83%  

Table 7. Returns Oct 01-Feb 11 FTSE 4 GOOD UK/FTSE 100 UK 
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Regarding the return we can highlight the fact that the FTSE 4 GOOD index underperform 

FTSE conventional index by 0, 7 percentage point after the 9/11 events period. Both achieve 

respectively -16, 35% and -15, 65 % annualized returns. The same trend can be seen in the 

second period post 9/11 crisis. Sustainable index underperform conventional ones by 1, 13 

percentage points annualized. One interesting pattern can be found during the financial crisis 

where sustainable index slightly over-perform conventional index by 0, 04 percentage points 

with return of -23, 84% and -23, 88% respectively. During the post crisis period sustainable 

index underperform the conventional index by 1, 2 percentage points. During the full time 

horizon of 10 years, the FTSE 4 GOOD sustainable index underperform the conventional 

index by -0, 84 percentage points with 3, 83% and 4, 67% annualized returns respectively. 

4.5.2.3 Conclusion on the British market: 

The UK market highlights an overall risk pattern that corresponds between the two indices. 

The Betas of sustainable indices are closer to 1 when the markets are in crisis. However, 

lower Betas can be witnessed in post crisis situation which highlights a lower volatility of 

sustainable indices in stable conjectural situation. However, in times of turmoil, sustainable 

index seems to be more risky for the UK market. Regarding the annualized returns for both 

indices, the UK sustainable always shows underperformance in every conjectural situations 

and in overall underperform the conventional FTSE 100 index by -0, 84 percentage points. 

4.5.3 The German perspective 

Germany was one the pioneer country in terms of the development of alternative energies 

consumption models and was a model in this development for European countries. For the 

German market we will compare the risk and performance of the DAX index and the Dow 

Jones sustainable index during the same time horizon as we cover for the UK and the US 

markets. 

4.5.3.1 Risk measures 

Periods Beta

October 01-February 03 0,84

March 03-August 06 0,83

September 06-April 07 0,97

May 07-February 09 0,99

March 09-February 11 1,04

Total period 0,92         

Table 8. Betas Oct 01-Feb 11 DJSI Eurozone/DAX  

At first glance, we can see that in most of period covered the Dow Jones Sustainable index 

volatility of returns is lower than in the German conventional index. For the first period of 

affected stocks market, the risk of the Dow Jones Eurozone index is lower and confirmed with 

a beta of 0,84. In addition to that the volatility of return during the rebound of markets after 

the 9/11 events crisis the same pattern of risk can be witnessed and is confirmed by a beta 

equals to 0,93. The golden age of subprime period highlights a significant increase in 
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worldwide stock, the beta is equals to 0, 97 which represents a lower volatility of returns for 

the sustainable index. For the period 2007-2011 betas are closer to 1 and provide evidence 

that the gap in the volatility difference is less significant than during the previous periods. 

During the subprime crisis period, sustainable index volatility is 0, 99 and shows closer 

variations in returns between both indices. At the end of the recession period in Germany the 

sustainable index volatility is higher than the DAX index with a Beta equals to 1, 04. 

However, if we consider the full time horizon between 2001 and 2011 the risk of sustainable 

index is significantly lower than the DAX index with a beta of 0,92. 

4.5.3.2 Return levels 

Periods 

 Daily average 

return DAX

 Daily average 

return DJSI 

Eurozone

Monthly 

average return 

DAX

Monthly 

average return 

DJSI Eurozone

Annually average 

return DAX

Annually 

average return 

DJSI Eurozone

October 01-February 03 -0,11% -0,09% -2,39% -1,83% -28,64% -21,96%

March 03-August 06 0,10% 0,08% 2,11% 1,59% 25,30% 19,04%

September 06-April 07 0,14% 0,10% 3,02% 2,17% 36,22% 26,00%

May 07-February 09 -0,12% -0,16% -2,56% -3,43% -30,77% -41,18%

March 09-February 11 0,13% 0,10% 2,80% 2,12% 33,64% 25,48%

Total period 0,04% 0,01% 0,75% 0,27% 9,00% 3,18%  

Table 9. Returns Oct 01-Feb 11 DJSI Eurozone/DAX 

The analysis of return is consistent with the risk analysis, annualized returns for the 

sustainable index under-perform the DAX conventional index for most of the periods 

analyzed. The 9/11 events crisis period is the only period when the annualized returns of 

sustainable index over-perform the conventional index. It realizes an over-performance of 6, 

68 percentage points with annualized returns of -21, 96% for the Dow Jones sustainable 

Eurozone and -28, 64% for the DAX index. The rebound of markets after February 2003 

witnesses a better performance of conventional index with an over-performance of 6, 26 

percentage points with 25, 3% and 19, 04% respectively. The strong increase in global 

markets prior the subprime crisis highlights a bigger gap between both indices with an over-

performance of the DAX on the DJSI Euro zone of 10, 22  percentage points with 36, 22% 

and 26% respectively. The subprime crisis periods affected strongly the DJSI Euro zone index 

and the sustainable index under-performed the DAX by 10, 41 percentage points in this 

turmoil period. The last period highlight the same trend when the Dow Jones sustainable 

index underperformed the DAX by 8, 16 percentage points.  

4.5.3.3 Conclusion on the German market: 

The risk and return pattern of the DAX compared to the Dow Jones sustainable index for the 

Eurozone emphasizes two observations. The first one, regarding the beta analysis, tells us that 

the DJSI Euro zone has a significantly lower volatility of returns between October 2001 and 

April 2007. The most recent periods highlight betas closer to 1 and closer volatility in both 

indices and even higher volatility for the sustainable index after the Subprime crisis. In terms 

of returns, we can say, according to our observations that the performance of the Dow Jones 

sustainable index is significantly lower than the DAX in almost all the period covered. The 

9/11 crisis events provided better return for sustainable index and lower risk. However, on the 

full period of observation the risk of sustainable index is lower and can be confirmed by a 
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Beta calculated at 0, 92.  The annualized returns are, accordingly, lower for the sustainable 

index and for the full period, the sustainable index underperforms the DAX index by 5, 82 

percentage points with 3, 18% and 9% returns respectively. 

4.5.4 The French perspective: 

The CAC 40 is the French stock market index that selects forty firms among the hundred most 

significant ones on the Euronext Paris. We dedicate this section to the comparison and 

analysis of risks and returns for both the CAC 40 and the DJSI Eurozone. 

4.5.4.1 Risks measures 

Periods Beta

October 01-February 03 0,98

March 03-August 06 0,98

September 06-April 07 0,97

May 07-February 09 0,95

March 09-February 11 0,99

Total period 0,97  

Table 10. Betas Oct 01-Feb 11 DJSI Eurozone/CAC40  

 

As explained earlier the whole period from October 2001 to February 2011 is divided in five 

sections. The volatility of sustainable index is low compared to the CAC 40 which is the 

traditional one. Indeed, if we look closer at the crisis times (after 9/11 events in the USA and 

during the subprime crisis), we can see that the beta is below one and even reach 0, 95 during 

the subprime crisis. This means that by being less volatile that the French benchmark index on 

these periods, the sustainable index is also less risky. 

From March 2003 to April 2007, which was a revival period for global economy, the beta of 

sustainable assets in the DJSI index was around 0, 98: it was less risky to invest in sustainable 

assets than in conventional ones. The last period we analyze represents the increase of 

economy after the so called “2008 crisis” and at that time, the beta was close to 1 even if still 

below this limit. 

Comparing the risk exposure of the DJSI Eurozone index with the French one on the whole 

period we can see that the beta reaches 0,97. This average means that during ten years, 

investing in sustainable assets was less risky than in conventional ones since the calculation 

shows that the sustainable assets composing the DJSI Eurozone are less volatile that the ones 

composing the CAC 40. 
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4.5.4.2 Return levels 

Periods 

 Daily average 

return CAC 40

 Daily average 

return DJSI 

Eurozone

Monthly 

average return 

CAC 40

Monthly 

average return 

DJSI Eurozone

Annually 

average return 

CAC 40

Annually 

average return 

DJSI Eurozone

October 01-February 03 -0,082% -0,086% -1,72% -1,82% -20,68% -21,80%

March 03-August 06 0,075% 0,075% 1,58% 1,58% 19,02% 18,96%

September 06-April 07 0,089% 0,103% 1,87% 2,17% 22,40% 26,00%

May 07-February 09 -0,147% -0,162% -3,09% -3,40% -37,05% -40,77%

March 09-February 11 0,093% 0,101% 1,95% 2,12% 23,36% 25,48%

total period 0,013% 0,013% 0,12% 0,13% 1,41% 1,58%  
Table 11. Betas Oct 01-Feb 11 DJSI Eurozone/CAC40 

 

On the contrary to the risk exposure, returns of sustainable assets vary depending on the 

period analyzed. 

From October 2001 to February 2003, average returns decreased for both indices because of 

the economic crisis: on an annually basis the average returns were of -20, 68% for the CAC 

40 and of -21, 80% for the sustainable index. 

After the crisis, the DJSI Eurozone index slightly underperforms the conventional index from 

March 2003 to August 2006. Moreover, it succeeds in fairly outperforming the CAC 40 

during the third period: +26% for the DJSI Eurozone annually average return against 

+22,40% for the CAC 40. 

Lately, this +3,60 percentage points gain was lost during the second crisis from May 2007 to 

February 2009 which represents the highest decrease over all the period in terms of average 

returns. Indeed, the annually average return of the CAC 40 is around -37% whereas the 

annually average return of the DJSI Eurozone is more than -40%. 

However, during the last period the sustainable index outperforms a second time the 

traditional one by producing a higher annually average return (+25,48%) than the CAC  40 

(+23,36%). 

 

4.5.4.3 Conclusion on the French market: 

 

Over the whole period, the DJSI Eurozone can compete with the CAC 40 and slightly 

outperform its results: the annually average return of the sustainable index is of +1, 58% when 

the return of the French benchmark is of +1, 41%. 

To conclude about the French perspective analysis, we can say that the risk exposure is less 

important for sustainable assets being part of DJSI than for those being part of CAC40. At the 

same time the DJSI outperforms the CAC 40 by +0, 17 percentage points. 

4.5.5 The Spanish perspective 

 

The IBEX 35 is the principal Spanish stock market index that selects the 35 more liquid 

Spanish stocks traded in the Madrid Stock Exchange General Index. We dedicate this section 

to the comparison and analysis of risks and returns for both the IBEX 35 and the DJSI 

Eurozone. 
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4.5.5.1 Risk measures 

Periods Beta

October 01-February 03 1,01

March 03-August 06 1,11

September 06-April 07 0,83

May 07-February 09 0,94

March 09-February 11 0,81

Total period 0,94  
Table 12. Betas Oct 01-Feb 11 DSJI Eurozone/IBEX35 

 

Regarding the Spanish perspective, betas are quite different from a period to another. 

For instance, during the first period (October 2001 to February 2003), the beta of the DJSI 

Eurozone compared to the IBEX 35 is very close to 1 (1, 01) which means that it has the same 

volatility than the market. 

After the first crisis, from March 2003 and August 2006, the beta increases sharply to reach 1, 

11 which signifies that the volatility of the sustainable index is higher the one of the market 

and accordingly it is more risky to invest in the DJSI Eurozone than in the IBEX 35. 

At the opposite, the beta tremendously decreases on the short period from September 2006 to 

April 2007 and reaches a beta of 0, 83. This means that investing in sustainable assets 

compared to conventional ones is less risky because the index is less volatile. 

The tendency of reducing risk is confirmed by the two other periods because even if they vary 

a lot in terms of data, the beta is always below 1: beta of 0, 94 for the period from May 2007 

to February 2009 and a beta of 0, 81 for the last period. 

On the overall period, the beta is of 0, 94 which confirm the trend observed on the periods: 

the DJSI Eurozone compared to the IBEX 35 has progressively decreased its risk exposure 

over years. In the end, the level of risk which seemed important during the first crisis is not so 

high regarding the average data. 

 

4.5.5.2 Return levels 

Periods Beta

 Daily average 

return CAC 40

 Daily average 

return DJSI 

Eurozone

 Monthly 

average return 

CAC 40

 Monthly 

average return 

DJSI Eurozone

Annually 

average return 

CAC 40

 Annually 

average return 

DJSI Eurozone

October 01-February 03 1,01 -0,034% -0,089% -0,71% -1,86% -8,46% -22,32%

March 03-August 06 1,11 0,083% 0,076% 1,75% 1,60% 21,04% 19,24%

September 06-April 07 0,83 0,105% 0,103% 2,20% 2,17% 26,40% 26,00%

May 07-February 09 0,94 -0,116% -0,164% -2,45% -3,45% -29,35% -41,36%

March 09-February 11 0,81 0,084% 0,102% 1,76% 2,14% 21,10% 25,68%

Total period 0,94 0,029% 0,013% 0,61% 0,27% 7,30% 3,21%  
Table 13. Returns Oct 01-Feb 11 DSJI Eurozone/IBEX35 

 

The returns of the IBEX 35 and DJSI Eurozone are correlated to the different periods 

observed. 
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The first period shows an average return of -8, 45% for the IBEX 35 and of -22, 32%. The 

returns are negative because this period was just after the 9/11 events in the USA which 

caused a global economic crisis.  

During the revival from March 2003 to August 2006, the returns observed are truly better for 

both indices and the DJSI Eurozone succeeds in blotting out the huge gap of the precedent 

period. Indeed, on an annually average the return of IBEX 35 is +21% when the DJSI 

Eurozone is more than 19%. 

The same assessment can be done regarding the short period between September 2006 and 

April 2007 since the IBEX 35 outperforms the DJSI Eurozone of only +0,40 percentage 

points regarding the annually average returns (+26,40% for IBEX 35 and +26% for DJSI 

Eurozone). 

On the contrary, at the time of the second crisis from May 2007 to February 2009, we can 

clearly see the annually returns dropping and the DJSI Eurozone largely underperforms the 

conventional one: -29, 35% for the IBEX 35 and -41, 36% for DJSI Eurozone which 

represents a 12 percentage points of underperformance. 

The last period is exceptional because the DJSI Eurozone outperforms (+4, 58 percentage 

points) the IBEX 35 for the first time in ten years. Indeed, the annually returns are on average 

of +21, 10% for the conventional Spanish index and of +25, 68% for the sustainable index. 

 

4.5.5.3 Conclusion on the Spanish market: 

 

On the whole period the annually returns are really different between the two indices since the 

average return are 7,31% for the IBEX 35 and only 3,21% for the DJSI Eurozone. 

If we draw a global conclusion about the Spanish perspective, we can say that the situation 

vary sharply between economic periods. However, we can see on the whole period that the 

sustainable index is less risky than the IBEX 35 (beta is 0, 94) and also less performing as the 

gap between the annually average returns of both indices is 4 percentage points.  

 

4.5.6 The Dutch perspective 

The AEX 25 is the Dutch index that represents the 25 more traded securities on the Euronext 

Amsterdam. We dedicate this section to the comparison and analysis of risks and returns for 

both the AEX 25 and the DJSI Eurozone. 
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4.5.6.1 Risk measures 

Periods Beta

October 01-February 03 0,89

March 03-August 06 0,85

September 06-April 07 0,99

May 07-February 09 0,89

March 09-February 11 1,02

Total period 0,90  

Table 14. Betas Oct 01-Feb 11 DSJI Eurozone/AEX25 

 

The volatility associated to DJSI Eurozone compared to the AEX 25 varies from a period of 

time to another. 

Indeed from October 2001 to February 2003, the volatility is low with a beta of 0, 89 which 

signifies that the assets composing the sustainable index are less risky than the one composing 

the traditional Dutch index. 

The risk is even lower during the recovery of the economy from March 2003 to August 2006 

since the beta is 0, 85. At this period, the DJSI Eurozone is really less volatile than the AEX 

25. 

The risk increases on the short period which follows to reach a beta of 0, 99 meaning that the 

volatility of both indices are almost the same. 

During the second crisis of the period from May 2007 to February 2009, the sustainable index 

is once again less volatile (beta of 0, 89) and then less risky. 

At the contrary, during the last period from March 2009 to February 2011 which is a revival 

time for economy, the beta suddenly increases to 1,02 signifying that investing in securities 

being part of the European sustainable index is actually more risky than investing in some 

components of the Dutch traditional index. 

Despite the last period, the average beta over ten years is 0, 90 when comparing the DJSI 

Eurozone to the AEX 25. This brings the conclusion that in the mean the sustainable index is 

less volatile than the conventional one therefore less risky.  

 

4.5.6.2 Return levels 

Periods Beta

 Daily average 

return AEX25

 Daily average 

return DJSI 

Eurozone

Monthly 

average return 

AEX25

Monthly 

average return 

DJSI Eurozone

Annually 

average return 

AEX25

Annually 

average return 

DJSI Eurozone

October 01-February 03 0,89 -0,113% -0,087% -2,37% -1,83% -28,44% -21,96%

March 03-August 06 0,85 0,070% 0,076% 1,48% 1,59% 17,74% 19,04%

September 06-April 07 0,99 0,077% 0,103% 1,62% 2,17% 19,39% 26,00%

May 07-February 09 0,89 -0,167% -0,164% -3,50% -3,44% -42,03% -41,27%

March 09-February 11 1,02 0,111% 0,102% 2,34% 2,14% 28,06% 25,63%

Total period 0,90 0,007% 0,012% 0,14% 0,26% 1,64% 3,09%  

Table 15. Returns Oct 01-Feb 11 DSJI Eurozone/AEX25 
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The returns observed for both indices are linked to the economic context of each period. 

Indeed, during the first period that represents the crisis time, annually average returns are 

negative: -28, 44% for the AEX 25 and -21, 96% for the DJSI Eurozone. It is interesting to 

notice than even during a crisis, the DJSI Eurozone outperforms the AEX 25 by 6, 48 

percentage points. 

The DJSI Eurozone follows this trend of outperformance on recovery time. In effect, from 

March 2003 to August 2006 it outperforms the traditional index by +1, 30 percentage points 

on an annual average basis (+17, 74% for the AEX 25 and +19, 04% for the DJSI Eurozone). 

From September 2006 to April 2007 the gap between the two returns is even bigger (+6, 61 

percentage points) since the annually average return of the AEX 25 is +19, 39% when the 

DJSI Eurozone one is 26, 00%. 

In the second time of crisis, the assessment stays the same regarding the outperformance of 

the sustainable index over the conventional one. Even if the returns are negative, the annually 

average return of the DJSI Eurozone is slightly better: -42, 03% for the AEX 25 and -41,27% 

for the DJSI Eurozone. 

Exceptionally, from March 2009 to February 2011 produces a change in the trend. For this 

last period the AEX 25 succeeds in outperforming the DJSI Eurozone by +2,43 percentage 

points when analyzing the annually average return. 
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4.5.6.3 Conclusion on the Dutch market: 

 

On the total period from October 2001 to February 2011 and looking at the annually average 

return, we can say that the DJSI Eurozone clearly outperforms the Dutch traditional index by 

+1, 45 percentage points. 

Comparing the DJSI Eurozone to the AEX 25 shows that in general, the sustainable index 

outperforms the conventional and is at the same time less volatile so less risky (beta is 0,90). 

 

4.5.7 The Eurozone perspective: (Spain, France, Germany, Netherlands) 

The composition of the Eurozone index highlights the presence of the following corporate 

nationalities.  

DJSI EUROZONE

Spain 17,02%

France 23,40%

Germany 24,47%

Netherlands 12,77%

Italy 12,77%

Greece 1,06%

Ireland 1,06%

Portugal 2,13%

Finland 5,32%

Total 100%  

Table 16: Geographic composition DJSI Eurozone index  

In our analysis we compare the Dow Jones Sustainable index with the average of the main 

different national conventional indices. We decided to compare the sustainable index levels 

with the following national indices. We will cover the IBEX 35 (Spain), the CAC 40 (France), 

The DAX (Germany) and the AEX 35 (Netherlands).We decided not to cover the Italian 

FTSE MIB index for the following reasons. First of all, the data did not match the time 

horizon we have chosen since it started in June 2003. In addition to that, the index levels were 

rounded from June 2003 until June 2006 which provided a very low correlation R square test 

of 0, 40 between the two lists of variables and this is statistically unreliable. These reasons 

convinced us not to incorporate this index because of potential bias in the Eurozone empirical 

analysis. Regarding the other countries covered in the index we couldn’t get data within the 

chosen time horizon. However, the study of the Eurozone we conducted allowed us to cover 

78% of the companies nationality represented in the Dow Jones sustainable Eurozone index. 
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4.5.7.1 Risk Measures 

Periods Betas

October 01-February 03 0,93

March 03-August 06 0,94

September 06-April 07 0,94

May 07-February 09 0,94

March 09-February 11 0,96

Total period 0,93  

Table17 : Betas Oct 01-Feb 11 DSJI Eurozone/Average Eurozone conventional indices 

At first glance, in every conjectural situation the average beta of European sustainable indices 

is below 1. For the first period of crisis that followed the 9/11 events, the volatility of return 

for the Dow Jones sustainable index Eurozone was equal to 0,93 and this highlights the lower 

risk of volatility of this index compared to the average Eurozone conventional index. The 

recovery of the economies after the 9/11 events did not change the trend in the riskiness of 

both indices. The DJSI Eurozone is still significantly less volatile than the conventional 

indices with a beta of 0, 94. In the pre-subprime crisis period characterized by a strong 

increase in the levels of global stocks markets, the risk of investing in sustainable is lower 

than investing in a conventional index and the beta for this period is equals to 0,94. In times 

of turmoil, the same pattern of risk is identified with a beta equals to 0, 94 and the volatility of 

sustainable index returns does not exceed conventional indices ones. Finally, when the 

recession ended in February 2009 the new development of stocks markets provided a little bit 

higher volatility of the sustainable index but the risk was still significantly lower with a beta 

of 0,96 in the last period. The full time horizon between 2001 and 2011 analysis witnesses the 

same conclusions as periods’ ones. Eurozone indices composed by Spanish, French, German 

and Dutch indices are more volatile than the Dow Jones sustainable index Euro zone and, 

accordingly, the full period beta is equal to 0, 93 and attest a lower risk of variations in the 

sustainable index. 

4.5.7.2 Return levels 

Periods 

 Daily average 

return Eurozone 

conventional 

Indexes

 Daily average 

return DJSI 

Eurozone

 Monthly average 

return Eurozone 

conventional 

Indexes

Monthly 

average return 

DJSI Eurozone

 Annually average 

return Eurozone 

conventional 

Indexes

Annually 

average return 

DJSI Eurozone

October 01-February 03 -0,09% -0,087% -1,796% -1,83% -21,56% -22,01%

March 03-August 06 0,08% 0,076% 1,731% 1,59% 20,77% 19,07%

September 06-April 07 0,10% 0,103% 2,175% 2,17% 26,10% 26,00%

May 07-February 09 -0,14% -0,163% -2,900% -3,43% -34,80% -41,14%

March 09-February 11 0,11% 0,101% 2,212% 2,13% 26,54% 25,57%

Total period 0,02% 0,013% 0,403% 0,23% 4,84% 2,76%  

Table 18: Returns Oct 01-Feb 11 DSJI Eurozone/Average Eurozone conventional indices 

In terms of returns we can see that a very close behavior of returns within the different 

periods. During the first period that covers the 9/11 crises in stock markets, the Dow Jones 

sustainable index for the Eurozone underperforms the conventional indices by 0,45 

percentage point with -22,01% and -21,56% annualized returns respectively. Regarding the 



55 
 

rebound of markets after this period sustainable indices slightly underperform conventional 

indices by 1, 7 percentage point respectively. The period prior the financial crisis provides 

even closer returns rates between the two indices with 26, 10 % for conventional indices and 

26% for the Dow Jones sustainable index. However, during the subprime crisis the Eurozone 

conventional indices outperform significantly the sustainable index by 6, 34 percentage point 

with -34, 80% and 41, 14% annualized returns respectively. The end of recession period 

shows fewer differences in annualized returns between both indices. The conventional indices 

between March 2009 and February 2011 outperform sustainable ones by only 0, 97 

percentage point. However if we consider the full time horizon of 10 years between 2001 and 

2011 there is a significant difference in terms of returns between European conventional 

indices and the Dow Jones sustainable index. The DJSI outperform sustainable index by 2, 08 

percentage points. 

4.5.7.3 Conclusion for the Eurozone: 

Calculations of risk and returns for the Dow Jones sustainable index Eurozone and the 

Spanish, German, French and Dutch conventional index highlight two conclusive patterns. 

The first point regarding beta calculations reflect that in every conjectural situations the 

volatility of return of sustainable indices is lower than the ones calculated in conventional 

indices and can be highlighted by the total period beta of 0, 93 we calculated. However, we 

can add that in the last period of analysis corresponding to the post subprime crisis the Dow 

Jones sustainable index provides a higher volatility than in the 2001-2009 period (0, 96 and 

0,93 respectively).  

In terms of returns, we can see that the annualized return offered by the sustainable index 

never exceed the conventional index ones in every conjectural situations and this is 

highlighted by the 2,08 percentage point outperformance of the conventional indices 

compared to the sustainable index returns. However, the trend differs in the returns we 

calculated. The first point refers that the highest outperformance of conventional index was 

recorded in the April 2007-February 2009 (period of turmoil). However, in more stable 

situations the difference in the performance decrease to an average of 0, 8 percentage point in 

the other periods and can be related to the betas calculated previously. The conclusive 

analysis would be that the lower riskiness pattern of sustainable investment in terms of 

volatility could be related to the lower performance offered by the Dow Jones sustainable 

index compared to conventional European indices. 

 4.5.8 Conclusive analysis about risk and returns  

The three different geographic zones betas we covered in this study are summarized in this 

table. 
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Periods 

Betas DJSI 

Eurozone/Conventional 

Indexes Eurozone

Beta DJSI US/ 

S&P 500

Beta FTSE 4 GOOD 

UK / FTSE 100 UK

October 01-February 03 0,93 1,06 1,02

March 03-August 06 0,94 0,99 0,99

September 06-April 07 0,94 0,93 0,94

May 07-February 09 0,94 0,93 1,00

March 09-February 11 0,96 0,92 0,98

Total period 0,93 0,96 1,00  

Table 19: Betas comparison Oct 01-Feb 11 US, UK & Eurozone. 

 

This table shows two main trends regarding the return volatility behavior between the two 

indices. The first point is that we can see that there is a significant difference between 

sustainable indices and conventional ones in different conjectural situations. In US and UK, 

betas in the first period of crisis exceeds 1 and shows a higher volatility of sustainable indices 

returns compared to traditional ones. However, in the Eurozone a different pattern can be 

observed with betas that equal 0, 93 and shows a lower volatility for sustainable indices.  

The rebound of markets witnessed after the 9/11 crisis provides lower betas for the UK and 

US perspective even if they are still very close to 1. The Eurozone beta is 0, 94 which is 

slightly lower than the two others. From September 2006 to April 2007 the volatility of 

returns on the US, UK and the Euro Zone market is lower for sustainable indices. This means 

that the period of rising markets prior the subprime crisis shows the same risk pattern for the 

three zones since sustainable indices have betas around 0, 94.  

During the subprime crisis, the European and US sustainable indices have kept the same level 

of related volatility (with betas of 0, 94 and 0, 93 respectively) whereas the UK sustainable 

index has a higher volatility with a beta of 1. 

After the crisis and the end of global economies recession UK and Eurozone sustainable 

indices provides a low risk with betas of 0, 98 and 0, 96 respectively. But at the same time, 

the American sustainable index is able to offer a lower risk with a beta of 0, 92.  

On the overall time horizon we can see that the Eurozone sustainable index returns are less 

volatile than conventional index: with a beta of 0, 93 it is then the less risky index. On the 

contrary, the FTSE 4 GOOD sustainable index volatility is the same as the conventional index 

in the overall period which makes it the most risky index of our selection. Concerning the US 

perspective, we can say that the risk of investing in sustainable index seems to be in the 

average of the two other indices we have analyzed since the beta is 0, 96. 

4.5.8.1 Summary returns levels 

This table below shows the differences in percentage points between the sustainable and 

conventional indices in the Eurozone, US and UK. 
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Periods 

Percentage point 

difference  returns 

sustainable/conventional 

index Eurozone

Percentage point 

difference  returns 

sustainable/conventional 

index US

Percentage point 

difference  returns 

sustainable/conventional 

index UK

October 01-February 03 -0,45% 2,31% -0,70%

March 03-August 06 -1,70% -1,74% -1,13%

September 06-April 07 -0,10% -3,50% -0,95%

May 07-February 09 -6,34% -0,29% 0,03%

March 09-February 11 -0,97% -2,52% -1,20%

Total period -2,07% -1,14% -0,84%  

Table 20: Returns percentage point differences comparison Oct 01-Feb 11 US, UK & 

Eurozone 

 

In terms of annualized returns, we can emphasize smaller differences between the different 

geographic zones even if they follow the same trend. Sustainable indices underperform 

conventional indices in each of the geographic zone we have chosen. The zone where the 

differences in terms of returns are the highest is the Eurozone with -2, 07 percentage points of 

underperformance. This corresponds to the significantly lower betas calculated previously and 

can corroborate with a risk/return pattern of sustainable investment. 

In the US zone, the trend seems to be the same than in the Eurozone: the US beta is low but 

still higher than the European one and the gap between returns of conventional and 

sustainable indices is not as spread as for the Eurozone (-1, 14 percentage points of 

underperformance). It appears that sustainable assets included in the DJSI US index are to 

some extent more risky than in the Eurozone but at the same time they are more close to 

conventional US assets in terms of returns. Finally, the least differentiated outline can be 

found in UK where the underperformance of the FTSE 4 GOOD sustainable index is only 0, 

84 percentage point lower than the FTSE 100 conventional index. This last point can also 

correspond with the Beta of 1 calculated before which provides evidence for smaller 

differences in both risk and return. 
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5. Conclusion 

In this chapter we will cover the conclusive analysis of our work. This part will entail the 

main findings and conclusions that can be drawn from the empirical research and, in line with 

the research question, we will conclude on the different hypothesis we deducted in the second 

part of this research. In addition to that, we will discuss its contribution to the academic 

research by determining the validity criteria of our work and we will suggest guidelines for 

further investigation. 

5.1 Concluding discussion 

The reason of our interest in this topic was to determine if there is a significant difference in 

terms of risk and performance between sustainable investment and conventional ones. Thus, 

we attempted to answer the following research question in our thesis: “What are the 

significant differences between conventional indices and sustainable indices comparing their 

return and risk levels? A comparison of US, UK and Eurozone indices between 2001 and 

2011. 

In order to answer this question we decided to conduct a comparison of the volatility of both 

indices returns and to compare average returns between October 2001 and February 2011 

regarding the chose geographical perspective. The periods chosen in the time horizon allows 

testing the hypothesis in three different types of conjectural situations: in times of crisis with 

the 9/11 events and the subprime crisis (period 1 and 4), in times of post crisis markets 

rebound (period 2 and 5) and in times of speculative bubble with the pre-subprime crisis 

period (period 3). 

As explained earlier, our research is based on a deductive and quantitative method. To 

succeed in drawing conclusions, we have chosen to study return and risk of sustainable and 

traditional indices using five dimensions. This choice has led to the decision of adopting an 

exploratory strategy since this topic was never covered in this way. This is why, the answers 

to hypotheses and conclusions which follow are done in this special methodological context. 

First, regarding the results obtained it is important to focus on returns of both indices. The 

goal of this analysis was to confirm or not that there is a significant difference between 

returns of SRI indices and conventional ones. This study of returns refers to the first 

hypothesis we made. The conclusion reached is that returns are significantly different for SRI 

indices and conventional ones for the three geographic zones and in the different conjectural 

situations we have observed. The Eurozone perspective provides the biggest differences in 

term of percentage point between the different indices annualized returns, UK perspective the 

smallest and US is close to the Euro zone difference. 

 

Second, we did the same study about risk. The aim of this investigation was to determine if 

there is a significant difference of risk involved in SRI indices and in traditional ones. 

Talking about this issue, it seems that the UK FTSE 4 GOOD index provides the same risk of 

volatility than the FTSE 100 conventional index and, therefore, this hypothesis can be rejected 

for the UK market. However, the Eurozone Dow Jones sustainable index is significantly less 
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volatile than Eurozone conventional indices and the same situation can be witnessed in US 

where the Dow Jones Sustainable is less volatile than the S&P 500 index. Thus, our 

hypothesis about risk is valid for the Eurozone and the US perspective. 

 

Finally, we used our calculations to check if it was possible to highlight the fact that both 

return and risk could be different between SRI indices and conventional ones. The difference 

for both risk and return is not validated for the UK perspective but is confirmed for the US 

and the Eurozone ones with significant differences in both variables. The Eurozone provides 

the biggest difference in returns and volatility between sustainable. 

 

It was important for us to determine also if the SRI indices underperform (hypothesis 1a) 

conventional indices and concerning the analysis of the risk difference between these two 

types of indices we had to see if SRI indices have a lower risk (hypothesis 2a) compared to 

traditional indices. These two issues are discussed below. 

Concerning the underperformance of SRI indices, we can say that a geographic consensus can 

be found on this question. Indeed, the US, UK and the Eurozone sustainable indices 

perspective provides evidence of lower annualized returns than conventional ones between 

2001 and 2011. 

The analysis of Eurozone and US sustainable indices provides evidence of lower volatility of 

return in the full period covered and this hypothesis is valid for both perspectives. The UK 

perspective does not provide any relevant risk pattern differences and, therefore, is not 

concerned by this hypothesis about risk. 

 

In order to give a comprehensive conclusive analysis regarding the validation of our 

hypotheses there are two main conclusions that can be deducted from our empirical research 

on countries and periods.  

Firstly, in every geographic context, sustainable indices underperform conventional indices 

for the full time horizon chosen. The second conclusion is that sustainable indices do not 

provide greater volatility than conventional indices. The US and the Eurozone perspective 

provide significantly lower volatilities than conventional indices ones while UK indices have 

the same volatility.  

Regarding the three conjectural periods we covered we can deduct some interesting 

conclusions about the risk and return differences between indices under different economic 

environments. 

In periods of turmoil and regarding the US perspective, we cannot conclude on a common 

trend. The first crisis (period 1) highlighted a higher risk of sustainable index and a higher 

return and the opposite during the subprime crisis (period 2). In UK, the 9/11 crisis period 

showed higher risk for sustainable index while lower performance and the subprime crisis 

showed equals risk pattern and lower returns. For the Eurozone we can conclude that in both 

periods of crisis the sustainable index achieves lower risk and lower returns than conventional 

index. 
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In times of post crisis rebound (period 2 and 5) sustainable indices achieves lower risk and 

lower return in all of the geographical perspectives. We can conclude that between 2001 and 

2011 the sustainable indices we covered are less risky and performing less than conventional 

indices in times of post crisis markets recovery. 

Finally, in period of pre-subprime crisis speculative bubble (period 3), sustainable indices 

achieved lower volatility and lower returns in every geographical situation as well. Thus, we 

can conclude that the sustainable indices we covered are also less risky and provide fewer 

returns in period of strong increase in financial markets. 

5.2 Contribution to the existing knowledge 

This thesis provides an insight in the fast growing sustainable investment vehicles that 

resulted from increased sustainable considerations within the global investor community. Our 

work attempts to provide clear conclusions on the differences in investing in this type of 

assets. By having an index perspective and avoiding investment funds we tried to give an 

unbiased view on the topic on different geographic perspectives and under different 

conjectural situations. As far as we know, any academic research that covers an index 

perspective under different conjectural situations (which are crisis, rebounds and speculative 

periods) between 2001 and 2011 has been processed until today. Indeed, there are plenty of 

studies done on funds’ performance. These studies are both on traditional and sustainable 

investments funds and are conducted in a lot of countries (especially US, UK and Eurozone). 

On the contrary, there are very few studies made on returns and risks of indices. We have 

easily noticed during our literature review a real lack regarding studies on the performance of 

sustainable indices. This is why calculating the performance of SRI indices and comparing it 

to the performance of some traditional indices is an exploratory strategy which is innovative. 

Another contribution to the existing knowledge of this research is linked to the time horizon 

we have studied. Actually, our research is also special because of the long time horizon 

chosen (around ten years) and the figures used: we have analyzed daily prices during ten years 

in order to get precise and reliable data series to compare with each other. 

Since we have used an exploratory strategy within five dimensions, our calculations and 

conclusions can be used as a reliable basis to go deeper in this subject. This research 

represents a very important foundation for financial knowledge on sustainable indices’ 

performance and can be considered as one of the most precise and reliable studies done on 

this topic. There are still a lot of possibilities of research on this subject that we will discuss in 

the last part of this chapter. 

5.3 Quality criteria 

One very important step that makes a research thesis legitimate is to check the reliability and 

the validity of our empirical research. We believe that those two criteria’s are the more 

appropriate since we conducted our work in a quantitative framework. Those criteria will 

provide an appropriate evaluation of the quality of our work. 
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5.3.1 Validity 

The validity is concerned with the integrity of the conclusions that are generated from a piece 

of research (Bryman & Bell, 2007, p 41). 

The validity criteria can be divided into four different types: measurement validity, internal 

validity, external validity and ecological validity. (Bryman & Bell, 2007, p 41-42) 

The measurement validity tests if the measure used to confirm or infirm a concept is 

appropriate in order to analyze it. Regarding our research question the two measures we used 

helped us to confirm or infirm the performance differences between both indices. We used the 

Beta calculation in order to give a reliable risk measure between the two lists of variables we 

have chosen. This allows seeing the volatility of sustainable index returns compared to 

conventional and this method is appropriate in order to answer our research question. The 

second measure we use was the annualized returns for both indices. This measurement 

provides reliable result in order to answer the second aspect of our research question 

regarding the performance of sustainable indices. 

The internal validity involves testing that the causal relationship holds in the conclusions 

drawn from the empirical research. Since our empirical research is more a comparative study, 

we don’t test the causal relationship between the risks of investing in sustainable index with 

the returns and therefore the internal validity of our analysis is not concerned in this 

perspective. 

The external validity refers to the relevance of the results outside the initial sample chosen or 

can be externalized and generalized to other environments. In our research the findings holds 

for the chosen sample environment and cannot be generalized for any other geographical 

and/or index perspective. 

The ecological validity is testing if the research findings can be applicable in the real world 

and that the data analyzed can provide a sound real representation for everyday application. 

Our thesis provides significant results that are applicable in the real life and the methodology 

used to measure the risk and the returns are commonly used in the investor’s community. 

Therefore, the findings of this research can be used by investors in order to get reliable 

risk/return levels in the geographical perspective we have chosen. 

5.3.2 Reliability 

The reliability of a research is testing whether the findings of this work can be replicated in 

the future and if the consistency criterion of the research is met (Bryman & Bell, 2007, p 41-

42).  As mentioned before, this research is using investor’s community commonly used 

models of calculation regarding the risk and the returns for specific index. By definition, the 

methodology used in this research is applicable for a number of different financial variables. 

Accordingly, our empirical research can be replicated in the future regarding different 

geographical perspective and different indices and, therefore, the reliability quality criterion is 

met. 
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5.4 Suggestions for further research 

Our research has enabled us to conclude on the performance of the selected sustainable 

indices in three geographic zones. However, there are three main types of research that can be 

conducted. 

It would be interesting to continue the analysis we have started by going deeper in the 

comparison of indices using more advanced statistical methods and calculations. A statistical 

study could be done by observing the mean and standard deviations of returns for instance. 

Then, focusing on the causes of the differences observed could be a possibility. As there are 

not a lot of data available, a solution would be to use an explanatory strategy in order to 

determine and explain the factors that create different performances comparing SRI indices 

with each other and with traditional ones. 

Our conclusions can also become a start for new researches on performance. We would 

especially recommend conducting a research on the performance of sustainable responsible 

investments by focusing on building a portfolio. Indeed, we have concluded that the average 

betas and returns for the three zones are mainly lower for sustainable indices that for 

traditional ones.  In addition to this fact, we could observe, in some cases, that the betas 

differences are not reflected in returns’ gap between both indices. Thus, there is an 

opportunity for investors to find the best risk/return combination using sustainable responsible 

investments. This observation needs further research and tests in order to be validated for the 

geographic perspective we have worked on. 

It could be also possible to conduct a research on the construction of indices. We have 

discovered that the criteria of including or excluding some companies from an index are not 

the same from one to another. It would be interesting to study this subject for two reasons. 

The first one is that by understanding why the criteria can differ from an index to another, it 

would enable researchers to conclude by highlighting subtle differences arisen when 

comparing diverse indices’ performance. The second reason is that it would be then possible 

to create a reference list of criteria to build screened portfolios which would have the 

advantage to provide comparable indices at a global scale. 

Another study can be made on performance of SRI indices and the increasing attraction of 

sustainable responsible investments (including quantitative data and behavioral finance). 

Indeed, conducting a research on investors would be interesting to understand the 

development and trends of ethical investment. For instance, being able to link the reasons why 

some people invest in responsible firms or funds and their social backgrounds could certainly 

give some clues on the development of socially responsible investments. 

Further research linked to this topic could maybe give alternatives to the dilemma we have 

exposed in our title since regarding our conclusions, sustainable investment remain a dilemma 

for investors. 
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Appendixes 

Appendix 1:
6
 Growth of federal environmental regulation a)Legislation by year b)Cumulative 

legislation (Source Steelcase 1993) 
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 B.Hanfield,V.Walton,K.seggers,A.Melnyk.(1997) Green value chain practices in the furniture 

industry, Journal of operations management 15.163-315 
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Appendix 2: Bull phase returns: 
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Appendix 3: Bear phase returns 
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Appendix 4: Best in class screening and performance: 
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Appendix 5: Alphas of the long-short strategy after transaction costs 
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Appendix 6: DJSI US components 

 

Company Country Industry 

3M Co United States Industrials 

Abbott Laboratories United States Health Care United States Health Care 

Accenture Ltd United States Industrials 

Advanced Micro Devices Inc United States Technology 

Agilent Technologies Inc United States Industrials 

Air Products & Chemicals Inc United States Basic Materials 

Alcoa Inc United States Basic Materials 

Allstate Corp United States Financials 

Applied Materials Inc United States Technology 

AT&T Inc United States Telecommunications 

Autodesk Inc United States Technology 

Bank of New York Mellon Corp United States Financials 

Baxter International Inc United States Health Care 

Becton Dickinson & Co United States Health Care 

Biogen Idec Inc United States Health Care 

Campbell Soup Co United States Consumer Goods 

Cardinal Health Inc United States Consumer Services 

Caterpillar Inc United States Industrials 

Chevron Corp United States Oil & Gas 

Cisco Systems Inc United States Technology 

Citigroup Inc United States Financials 

Coca-Cola Co United States Consumer Goods 

Colgate-Palmolive Co United States Consumer Goods 

ConocoPhillips  United States  Oil & Gas 

Consolidated Edison Inc United States Utilities 

Constellation Energy Group Inc United States Utilities 

Cummins Inc United States Industrials 

Dell Inc United States Technology 

Dow Chemical Co United States Basic Materials 

Duke Energy Corp United States Utilities 

Eastman Kodak Co United States Consumer Goods 

El Paso Corp United States Oil & Gas 

Entergy Corp United States Utilities 

Exelon Corp United States Utilities 

FedEx Corp United States Industrials 

Ford Motor Co United States Consumer Goods 

Freeport-McMoRan Copper & Gold Inc United States Basic Materials 

Gap Inc United States Consumer Services 

General Electric Co United States Industrials 

Genzyme Corp United States Health care 

H&R Block Inc United States Consumer Services 

HJ  United States  Consumer Goods 
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Company Country Industry 

Halliburton Co United States Oil & Gas 

Hess Corp United States Oil & Gas 

Hewlett-Packard Co United States Technology 

Humana Inc United States Health Care 

Intel Corp United States Technology 

International Business Machines Corp United States Technology 

Intuit Inc United States Technology 

JC Inc United States Consumer Services 

Johnson & Johnson  United States Health Care 

Johnson Controls Inc United States Consumer Goods 

Kraft Foods Inc Cl A United S tates Consumer Goods 

Life Technologies Corp United States Health Care 

Macy's Inc United States Consumer Services 

Manpower Inc United States Industrials 

McDonald's Corp United States Consumer Services 

McGraw-Hill Cos United States Consumer Services 

McKesson Corp United States Consumer Services 

MeadWestvaco Corp United States Industrials 

Medtronic Inc United States Health Care 

Merck & Co Inc United States Health Care 

Microsoft Corp United States Technology 

Morgan Stanley  United States Financials 

Motorola Mobility Holdings Inc United States Technology 

Motorola Solutions Inc United States Technology 

Nalco Holding Co United States Industrials 

Newmont Mining Corp United States Basic Materials 

NextEra Energy Inc United States Utilities 

Nike Inc United States Consumer Goods 

Noble Corp United States Oil & Gas 

NYSE Euronext  United States Financials 

Office Depot Inc United States Consumer Services 

PepsiCo Inc United States Consumer Goods 

PG&E Corp United States Utilities 

Pinnacle West Capital Corp United States Utilities 

Praxair Inc United States Basic Materials 

Procter & Gamble Co United States Consumer Goods 

Progress Energy Inc United States Utilities 

ProLogis  United States Financials 

Public Service Enterprise Group Inc United States Utilities 

Quest Diagnostics Inc United States Health Care 

Reynolds American Inc United States Consumer Goods 

Rockwell Automation Corp United States Industrials 

Rockwell Collins Inc United States Industrials 

Safeway Inc  United States Consumer Services 
Schlumberger Ltd United States Oil & Gas 
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Company Country Industry 

Spectra Energy Corp United States Utilities 

Staples Inc United States Consumer Services 

Starbucks Corp United States Consumer Services 

State Street Corp United States Financials 

Symantec Corp United States Technology 

Target Corp United States Consumer Services 

Teradata Corp United States Technology 

Texas Instruments Inc United States Technology 

Time Warner Inc United States Consumer Services 

Travelers Cos Inc United States Financials 

United Parcel Service Inc United States Industrials 

United Technologies Corp United States Industrials 

UnitedHealth Group Inc United States Health Care 

Unum Group  United States Financials 

Verizon Communications Inc United States Telecommunications 

Walgreen Co United States Consumer Services 

Walt Disney Co United States Consumer Services 

Waste Management Inc United States Industrials 

Weyerhaeuser Co United States Industrials 

Whirlpool Corp United States Consumer Goods 

Whole Foods Market Inc United States Consumer Services 

Xcel Energy Inc United States Utilities 

Zimmer Holdings Inc United States Health Care 

 

 

 

Appendix 7 : DJSI Eurozone components : 

 

Company Country Industry 

Abertis Infraestructuras SA. Spain Industrials 

Acciona SA. Spain Industrials 

Accor SA. France Consumer Services 

adidas AG  Germany Consumer Goods 

Aegon NV. Netherlands Financials 

Air France-KLM  France Consumer Services 

Akzo Nobel NV. Netherlands Basic Materials 

Allianz SE  Germany Financials 

Aperam SA. Netherlands Basic Materials 

ArcelorMittal  France Basic Materials 

Atlantia S.p.A Italy Industrials 

AXA SA. France Financials 

Banca Monte dei Paschi di Siena S.p.A Italy Financials 

Banco Bilbao Vizcaya Argentaria SA. Spain Financials 

Banco Santander SA. Spain Financials 

BASF SE  Germany Basic Materials 

Bayer AG Germany Basic Materials 
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Company Country Industry 

BMW AG  Germany Consumer Goods 

Christian Dior SA. France Consumer Goods 

Coca-Cola Hellenic Bottling Co SA. Greece Consumer Goods 

Compagnie Generale des Etablissements Michelin  France Consumer Goods 

Credit Agricole SA. France Financials 

CRH PLC  Ireland Industrials 

Criteria CaixaCorp SA. Spain Financials 

Danone SA. France Consumer Goods 

Deutsche Bank AG  Germany Financials 

Deutsche Boerse AG  Germany Financials 

Deutsche Post AG  Germany Industrials 

Deutsche Telekom AG  Germany Telecommunications 

EON AG Germany Utilities 

EDP-Energias de Portugal SA. Portugal Utilities 

Endesa SA. Spain Utilities 

Enel S.p.A. Italy Utilities 

ENI S.p.A. Italy Oil & Gas 

Essilor International SA. France Health Care 

European Aeronautic Defence & Space Co EADS France Industrials 

Ferrovial S.A Spain Industrials 

Fiat Industrial S.p.A Italy Industrials 

Fiat S.p.A Italy Consumer Goods 

Finmeccanica S.p.A Italy Industrials 

Fomento de Construcciones y Contratas SA. Spain Industrials 

Fresenius Medical Care AG & Co KGaA. Germany Health Care 

Gamesa Corporacion Tecnologica SA. Spain Oil & Gas 

Gas Natural SDG SA. Spain Utilities 

Henkel AG & Co KGaA Pfd Germany Consumer Goods 

Hochtief AG  Germany Industrials 

Iberdrola S.A Spain Utilities 

Indra Sistemas S.A Spain Technology 

Industria de Diseno Textil S.A Spain Consumer Goods 

Infineon Technologies AG  Germany Technology 

ING Groep N.V Netherlands Financials 

JCDecaux S.A France Consumer Services 

Kesko Oyj Series B  Finland Consumer Services 

Klepierre S.A France Financials 

Koninklijke DSM NV. Netherlands Basic Materials 

Koninklijke Philips Electronics NV. Netherlands Consumer Goods 

Lafarge S.A France Industrials 

LeGrand S.A France Industrials 

L'Oreal S.A France Consumer Goods 

LVMH Moet Hennessy Louis Vuitton  France Consumer Goods 

Mapfre S.A Spain Financials 

Muenchener Rueckversicherungs-Gesellschaft AG  Germany Financials 
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Company Country Industry 

Nokia Corp Finland Technology 

Outokumpu Oyj  Finland Basic Materials 

Pirelli & C S.p.A Italy Consumer Goods 

Portugal Telecom SGPS S/A  Portugal Telecommunications 

Puma AG Rudolf Dassler Sport  Germany Consumer 

Randstad Holding N.V Netherlands Industrials 

Rautaruukki Oyj K  Finland Basic Materials 

Reed Elsevier N.V Netherlands Consumer Services 

Repsol YPF S.A Spain Oil & Gas 

Rhodia S.A France Basic Materials 

Royal KPN N.V Netherlands Telecommunications 

RWE AG  Germany Utilities 

Saipem S.p.A Italy Oil & Gas 

SAP AG  Germany Technology 

SBM Offshore N.V Netherlands Oil & Gas 

Schneider Electric S.A France Industrials 

Siemens AG  Germany Industrials 

Sodexo S.A France Consumer Services 

STMicroelectronics N.V Italy Technology 

Stora Enso Oyj R  Finland Basic Materials 

Suez Environnement S.A France Utilities 

Technip S.A France Oil & Gas 

Telecom Italia S.p.A Italy Telecommunications 

Telefonica S.p.A Spain Telecommunications 

TERNA S.p.A Italy Utilities 

ThyssenKrupp AG  Germany Industrials 

TNT NV. Netherlands Industrials 

Total SA. France Oil & Gas 

TUI AG  Germany Consumer Services 

Unibail-Rodamco S France Financials 

Unilever NV. CVA Netherlands Consumer  Goods 

Volkswagen AG Non-Vtg Pfd Germany Consumer Goods 

Wolters Kluwer NV. Netherlands Consumer Services 

 

 

Appendix 8: Components FTSE 4 GOOD UK: 

 

Company Country Industry 

ARM Holdings UK Technology 

Admiral Group UK Financials 

Aegis Group UK Telecomunications 

Aggreko UK Oil & Gas 

Anglo American UK Basic Materials 

AstraZeneca UK Healthcare 

Autonomy Corporation UK Telecomunications 
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Company Country Industry 

Aviva UK Financials 

BG Group UK Oil & Gas 

BHP Billiton UK Basic Materials 

BT Group UK Telecomunications 

Barclays UK Financials 

British Land Co UK Financials 

British Sky Broadcasting Group UK Telecomunications 

Bunzl UK Industrials 

Burberry Group UK Consumer goods 

Cable & Wireless Communications UK Technology 

Cable & Wireless Worldwide UK Technology 

Capita Group UK Consumer service 

Capital Shopping Centres Group UK Consumer service 

Carnival UK Consumer service 

Centrica UK Utilities 

Compass Group UK Consumer service 

Daily Mail & General Trust (A Shs) UK Utilities 

Diageo UK Consumer goods 

Drax Group UK Utilities 

Experian UK Technology 

GlaxoSmithKline UK Healthcare 

HSBC Hldgs UK Financials 

Hammerson UK Utilities 

Hays UK Consumer goods 

Home Retail Group UK Utilities 

ITV UK Telecomunications 

InterContinental Hotels Group UK Consumer goods 

International Consolidated Airlines Group UK Consumer service 

International Power UK Utilities 

Invensys UK Technology 

Johnson Matthey UK Technology 

Kingfisher UK Consumer service 

Ladbrokes UK Consumer goods 

Land Securities Group UK Financials 

Legal & General Group UK Financials 

Lloyds Banking Group UK Financials 

Logica UK Technology 

Lonmin UK Basic Materials 

Man Group UK Financials 

Marks & Spencer Group UK Consumer goods 

National Grid UK Utilities 

Next UK Consumer goods 

Old Mutual UK Financials 

Pearson UK Consumer goods 

Provident Financial UK Financials 
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Company Country Industry 

Prudential UK Financials 

RSA Insurance Group UK Financials 

Reckitt Benckiser Group UK Healthcare 

Reed Elsevier UK Consumer service 

Resolution UK Financials 

Rexam UK Consumer goods 

Rio Tinto UK Basic Materials 

Royal Bank Of Scotland Group UK Financials 

Royal Dutch Shell A UK Oil & Gas 

Royal Dutch Shell B UK Oil & Gas 

SABMiller UK Consumer goods 

Sage Group UK Technology 

Sainsbury (J) UK Consumer goods 

Schroders UK Financials 

Schroders N/V UK Financials 

Scottish & Southern Energy UK Utilities 

Segro UK Utilities 

Severn Trent UK Utilities 

Shire UK Healthcare 

Smith & Nephew UK Healthcare 

Smiths Group UK Technology 

Standard Chartered UK Financials 

Standard Life UK Financials 

TUI Travel UK Consumer service 

TalkTalk Telecom Group UK Telecomunications 

Tesco UK Consumer goods 

Unilever UK Consumer goods 

United Business Media UK Telecomunications 

United Utilities Group UK Utilities 

Vodafone Group UK Telecomunications 

WPP UK Consumer service 

Whitbread UK Consumer goods 

William Hill UK Consumer service 

Wolseley UK Utilities 

 


