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A pioneer in responsible investment in France, La Financière de l’Echiquier (LFDE) 
wanted to contribute to the debate on the performance of Socially Responsible 
Investments (SRI). We therefore conducted a study, summarised here, to document 
and support our views: SRI and performance are not incompatible, quite the opposite!

Far from destroying value, the inclusion of Environmental, Social & Governance 
(ESG) criteria favours performance over the long term. This study highlights the 
interconnection between companies with ambitions in terms of ESG and their share 
price performance. It is based on ratings done, by LFDE’s SRI team, on around 500 
companies over the last nine years. The team rated the companies using its proprietary 
ESG methodology giving a score out of 10 based on 15 ESG criteria.
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1 SRI and performance are not incompatible, quite the opposite! 

•  Investing systematically in companies with the highest ESG scores delivers a stronger 
performance in the long term than investing in companies with poor scores or in comparison 
to the main stock market indices. Over 9 years, a portfolio of companies with the best ESG 
profiles delivers a performance 2.3 times higher than a portfolio of companies with the 
worst ESG profiles.

E, S or G? 

•  Taken separately, good E, S and G profiles are all performance drivers. 

• A portfolio made up of companies with the best social scores outperforms a portfolio made 
up of companies with the best environmental scores and a portfolio made up of companies 
with the best governance scores. However, its performance is still slightly weaker than that of 
portfolios made up of companies with the best ESG scores.

•  Companies with poor governance scores deliver the weakest performance. The average 
performance differential between a portfolio of companies with poor governance scores and 
a portfolio of companies with good ESG scores is -13%. 

SRI and risk

•  The level of risk is not significantly different between portfolios made up of good and bad 
ESG scores.

•  Over 9 years, the risk/return ratio for portfolios made up of companies with good ESG 
scores is significantly higher than that of the indices, as well as that of portfolios made up of 
companies with poor scores, thanks to a very significant performance differential. The risk/
return ratio for a portfolio of companies with the best ESG scores is 1.7 times higher than that 
of a portfolio of companies with the lowest ESG scores.

Key take-aways
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We have put together equally weighted equity mock portfolios, 100% invested, in order to 
compare their performance with each other and with the main stock market indices. The only 
selection criterion for the companies included in these portfolios is their ESG score. Only 
scores from the past 3 years are taken into account so that they give a faithful representation 
of the company’s profile. Portfolios are rebalanced on a regular basis, yearly from 2010 to 
2015 and then quarterly as of 2016.

We have created two mock portfolios:

• the “TOP 40” portfolio, made up of the 40 companies with the best ESG scores
• the “FLOP 40” portfolio, made up of the 40 companies with the worst ESG scores

TOP 40 and FLOP 40*

2010
2011

2012
2013

2014
2015

2016
2017

2018

Performance of the TOP 40 and FLOP 40 portfolios and the main stock market indices*

Period TOP 40 FLOP 40 MSCI 
EUROPE

MSCI 
EUROPE SRI

MSCI EUROPE 
GROWTH

MSCI EUROPE 
SMALL CAP

2010 39.5% 21.3% 11.1% 11.6% 18.0% 29.9%

2011 -13.7% -14.3% -8.1% -5.1% -6.7% -17.4%

2012 28.6% 7.3% 17.3% 18.6% 17.9% 27.0%

2013 22.2% 26.4% 19.8% 24.4% 18.2% 33.4%

2014 5.5% 2.7% 6.8% 6.0% 8.0% 6.5%

2015 28.3% 20.6% 8.2% 14.8% 15.9% 23.5%

2016 4.3% 13.7% 2.6% 0.1% -2.2% 0.9%

2017 24.5% 19.4% 10.2% 11.1% 12.3% 19.0%

2018 -12.2% -22.6% -10.6% -7.3% -9.5% -15.9%

Cumulative
performance

191.7% 83.5% 67.8% 96.1% 90.8% 141.4%

Source: Bloomberg. Net return figures (net dividends reinvested) as at 31/12/2018, not including management fees or associated 
commission fees.

*Past performances are not a reliable indicator of future performances and are not constant over time

I. SRI AND PERFORMANCE ARE NOT INCOMPATIBLE, QUITE THE OPPOSITE!
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The result is clear: investing systematically in companies with the highest ESG scores 
delivers a stronger performance in the long term than investing in companies with poor 
scores or an investment in the stock market indices. 

Furthermore, the creation of 3 mock portfolios, the first named “Committed”, comprising 
companies with excellent ESG scores (more than 7/10), the second “Intermediary”, comprising 
companies with reasonable ESG scores (7/10 or less and 6/10 or more) and the third “Laggards”, 
comprising companies with poor scores (less than 6/10), highlights a correlation between ESG 
score and the portfolio’s long-term performance. The higher the ESG score, the stronger the 
long-term performance.

Annual disparities can be observed, for example in 2013 and 2016, when value management 
delivered a stronger performance than growth management: portfolios made up of companies 
with good ESG scores did not beat those made up of companies with poor score. Growth 
companies tend to benefit from better ESG scores. They cannot neglect their social and 
environmental responsibility positioning as a reason for their success and benefit from the 
necessary resources to roll out ambitious policies in these areas. Meanwhile, value stocks, in 
the midst of an upturn, often leave certain social and/or environmental aspects to suffer. 

Concerning potential biases in our portfolios: even if there is an overweighting of portfolios 
based on growth management and/or small caps, the corresponding indices are beaten over 
the long term. However, the selection bias of LFDE’s1 managers may explain the good overall 
performance of all of the mock portfolios. Nevertheless, it can be seen that the portfolios of 
companies with the best ESG scores beat the portfolios of companies with poorer scores over 
the long term, even though the latter benefit from the selection bias. There seems to be an 
intrinsic performance contribution from taking into account ESG criteria.

+3.6% 

x2.3 
The difference between the 
portfolio of companies with 
the best ESG scores and that 
portfolio of companies with the 
worst ESG scores over 9 years.

The minimum average annual 
performance differential over 
9 years when the ESG score 
increases by around one point.

1 For a company to obtain an ESG score, a manager or analyst must first have shown an interest in the stock.
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Do one or more ESG criteria contribute more than others to creating performance? To test 
this theory, we put together new mock portfolios focusing on Environmental (ENV), Social 
(SOCIAL) and Governance (GOV) scores.

Performances of all E, S and G portfolios relative to the main stock market indices*

ENV SOCIAL GOV
MSCI

EUROPE

MSCI 
EUROPE 

SRI

MSCI 
EUROPE 
GROWTH

MSCI 
EUROPE 

SMALL CAPPeriod >7 6-7 <6  >7  6-7 <6 >7 6-7 <6

2010 36.4% 31.9% 24.2% 30.7% 27.5% 26.9% 37.2% 27.3% 18.4% 11.1% 11.6% 18.0% 29.9%

2011 -11.6% -19.2% -17.4% -10.1% -17.4% -19.0% -16.3% -16.6% -18.8% -8.1% -5.1% -6.7% -17.4%

2012 20.8% 22.6% 19.3% 25.6% 21.5% 17.9% 26.9% 18.3% 15.1% 17.3% 18.6% 17.9% 27.0%

2013 26.6% 26.3% 27.7% 35.2% 25.7% 24.5% 24.7% 30.0% 27.4% 19.8% 24.4% 18.2% 33.4%

2014 3.7% 6.0% 2.8% 5.6% 4.9% 2.5% 6.0% 2.6% 2.8% 6.8% 6.0% 8.0% 6.5%

2015 15.3% 27.0% 18.1% 23.8% 19.6% 19.0% 21.1% 29.9% 8.9% 8.2% 14.8% 15.9% 23.5%

2016 10.0% 10.3% 9.1% 9.8% 5.7% 13.8% 5.3% 14.4% 12.9% 2.6% 0.1% -2.2% 0.9%

2017 15.8% 17.2% 17.9% 18.0% 17.0% 17.3% 18.3% 16.5% 18.1% 10.2% 11.1% 12.3% 19.0%

2018 -17.0% -12.7% -19.1% -14.4% -12.4% -22.9% -14.8% -18.4% -17.6% -10.6% -7.3% -9.5% -15.9%

Cumulative 
performance

132.7% 150.5% 97.5% 189.7% 118.6% 89.4% 147.4% 136.7% 73.5% 67.8% 96.1% 90.8% 141.4%

Source: Bloomberg. Net return figures (net dividends reinvested) as at 31/12/2018, not including management fees or associated 

commission fees.

*Past performances are not a reliable indicator of future returns and are not constant over time

•  the “ENV >7”, “SOCIAL >7” and “GOV >7” portfolios are made up of companies with excellent 
scores (more than 7/10) in their respective criteria.

•  the “ENV 6-7”, “SOCIAL 6-7” and “GOV 6-7” portfolios include companies with reasonable 
ESG scores (7/10 or less and 6/10 or more).

•  The “ENV <6”, “SOCIAL <6” and “GOV <6” portfolios are made up of companies with scores 
regarded as poor (less than 6/10).

Taken separately, Environmental, Social and Governance criteria are all sources of 

performance. Portfolios of companies with good Environmental, Social or Governance scores 

outperform portfolios of companies with poor scores and all indices, apart from the MSCI 

Europe Small Cap index for Environment. 

Stocks with good Social scores deliver the strongest performance relative to stocks with 

good Environmental and Governance scores. However, the performance of the portfolio of 

companies with the best social scores (SOCIAL >7) is still weaker than that of the portfolios 

with the best scores (TOP 40 and Committed), which highlights that combining E, S and G 

criteria into one ESG score creates more value over the long term. However, the difference is 

not significant over the period. 

II. E, S OR G? 
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+11%

The average annual performance dif-
ferential between the portfolio of com-
panies with good social scores (>7/10) 
and the portfolio of companies with 
poor social scores (<6/10) over 9 years.

-13% 

The average annual performance dif-
ferential between the portfolio of com-
panies with good social scores (>6/10) 
and the portfolio of companies with 
poor social scores (<6/10) over 9 years.

Companies with poor Governance scores deliver the weakest performance. The portfolio of 
companies with the worst governance scores (GOV <6) delivers the weakest performance of 
all the mock portfolios, and was beaten over 9 years by all stock market indices apart from the 
MSCI Europe. This is a positive sign for La Financière de l’Echiquier’s historic positioning in 
favour of Governance, which accounts for around 60% of the ESG score. Avoiding companies 
with mediocre governance still seems to be a good management decision.
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Portfolios made up of companies with the best ESG profiles and best Environmental, Social 
and Governance portfolios taken separately therefore deliver the strongest performance 
over the long term. Are they also less risky?

Annualised volatility since 2010 
of the TOP 40 and FLOP 40 portfolios and the main indices

Portfolio / Index Annualised volatility over 9 years

TOP 40 14.8%

FLOP 40 12.9%

MSCI Europe 16.0%

MSCI Europe SRI 15.6%

MSCI Europe Growth 15.3%

MSCI Europe Small Cap 15.7%

Source: Bloomberg. Figures as of 31/12/2018 based on monthly net return performance (net dividends reinvested).

Over 9 years, the FLOP 40 portfolio is less volatile than the TOP 40 portfolio, and they are 
both less volatile than the indices. However, the differences are not significant enough to 
draw an irrefutable conclusion about the overall level of risk of the portfolios. The level of 
risk, measured in terms of volatility, does not differ significantly between portfolios of 
companies with good ESG scores, portfolios of companies with poor ESG scores and the 
stock market indices.

Annualised risk/return ratio since 2010 
of the TOP 40 and FLOP 40 portfolios as well as the main indices

Portfolio / Index Annualised risk/return ratio over 9 years

TOP 40 0.85

FLOP 40 0.54

MSCI Europe 0.37

MSCI Europe SRI 0.50

MSCI Europe Growth 0.49

MSCI Europe Small Cap 0.66

Source: Bloomberg. Figures as of 31/12/2018 based on monthly net return performance (net dividends reinvested).

Over the long term, the TOP 40 portfolio presents a higher risk/return ratio than the 
FLOP 40 portfolio, which indicates that this investment is preferable as it delivers a stronger 
performance for the same level of risk.

III. SRI AND RISK
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The conclusions are more mixed concerning risk. Although we expected a real difference in 
risk between portfolios in favour of those made up of companies with the best ESG scores, 
there is no significant difference. However, during market declines, the portfolios made up 
of companies with the best ESG scores were more resilient than the portfolios made up of 
companies with poor ESG scores (see table page 4).
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The outperformance of portfolios of companies with the best ESG scores is significant 
and sustainable.

Taken separately, Environmental (E), Social (S) and Governance (G) criteria are all sources 
of long-term performance.

Of the E, S and G criteria taken separately, the Social criterion contributes the most to 
performance.

Poor Governance scores weigh down performance the most.

Portfolios made up of "top of the class" companies in terms of ESG present similar levels 
of risk to portfolios made up of "bottom of the class" companies in terms of ESG, and 
similar levels of risk to the indices. However, the risk/return ratio is more favourable for 
portfolios with good ESG scores, which benefit from their very strong performances.

In 2018, La Financière de l’Echiquier made new commitments in terms of responsible investment, 
extending the integration of ESG criteria to all of its funds, creating an Ethics committee to 
decide on the most sensitive controversial cases and systematic voting at general meetings. 
The conclusions of this study reinforce our commitment and our conviction that taking into  
account ESG criteria is a source of performance over the long term.
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CONCLUSION
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This study was carried out by La Financière de l’Echiquier
Authors of the study:

Luc Olivier, financial and SRI analyst
Sonia Fasolo, SRI manager
Mamadou Bah, risk controller

About La Financière de l’Echiquier – www.lfde.com

Founded in 1991 by Didier Le Menestrel and Christian Gueugnier, and managed by Christophe 
Mianné, La Financière de l’Echiquier, which is 40%-owned by the Primonial group, is one of 
France’s leading independent investment management companies with more than €9 billion in 
assets under management and a team of over 130 employees. Its business: managing savings 
and financial investments for retail clients, wealth management advisors and institutional 
investors. A pioneer in Socially Responsible Investing (SRI), LFDE signed up to the UN PRI in 
2008, and has since signed up to the Carbon Disclosure Project, the Montreal Carbon Pledge, 
and the French Sustainable Investment Forum (FIR).

The results of the analysis set out in this document are based on the best sources in our possession and a 
proprietary methodology for analysing environmental, social and governance criteria. Other criteria are taken into 
consideration in the performance of a share. Past performances are not a reliable indicator of future performances 
and are not constant over time. They therefore should not be the central factor in making an investment decision.
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