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PLACE WHILE IMPROVING INVESTMENT
RETURNS?
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ESG (environmental, social, governance) investing is one of the trends gaining traction in the investment world. We had a
great guest on our Behind the Markets podcast last week to discuss how his ﬁrm provides ESG ratings and analytics to
help “make the world a better place” while also focusing on improving investment outcomes. Ben Webster is the CEO of
Owl Analytics, whose ESG composite risk scores are used by WisdomTree in our ESG investment strategies.
Webster is convinced there is a way to make the world a better place while also increasing your risk-adjusted returns by
considering environmental, social and governance issues.
In the United States, investors have been interested in socially responsible investing (SRI) for a long time, and Webster
described SRI as a process that screens companies in an eligible investment universe through an ethical lens based on the
type of business they conduct. Common screens in this SRI world generally eliminate businesses involved in, for
example, tobacco, energy companies and cluster munitions. Webster described this as a fringe part of the investor base
but acknowledged that it has been increasing. In Europe, on the other hand, there is a much larger share of the investing
base that invests this way.
What has changed though, according to Webster, is that an increasing number of academic papers have demonstrated
the value added by companies that score highly based on ESG considerations. Several papers document the value
added from Owl Analytics’ ratings, including a study from Axioma that looked at their data in a sector-neutral fashion to
remove the impacts of just under-weighting in sectors and industries that are not ESG-friendly based on the fundamental
nature of their business, such as energy companies.
For those interested, here is some of the research to read:
1. "Going ‘Green’ is the Proﬁtable Future – A Global Perspective” by Ralf Conen, Stefan Hartmann and Markus
Rudolf
2. “Sustainable Investing and the Cross Section of Maximum Drawdowns” by Lisa Goldberg and Saad Mouti
3. “ESG’s Evolving Performance: First, Do No Harm” by Axioma
Webster made one analogy that compared ESG ratings to the sports world. Everyone can look at traditional stats in
picking a fantasy sports lineup. But if there was information on one player taking care of their body, eating healthy,
training in ways that do not show up in traditional stats—and another player doing the opposite—that would motivate
trading for those “healthier” players. To Webster, ESG considerations are similar: They go beyond what investors focus
on in mainstream analysis but ultimately give reads of “healthier” companies.
This was an interesting conversation on the application of ESG investing principles. Please listen to the full conversation
with Ben Webster below.
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IMPORTANT INFORMATION
U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.
There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, ﬁxed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.
Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a speciﬁc time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or ﬁndings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.
The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any ﬁnancial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its afﬁliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss proﬁts) or any other damages (
www.msci.com)
Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Kara Marciscano, Jianing Wu and Brian Manby are registered representatives of Foreside Fund
Services, LLC.
WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.
You cannot invest directly in an index.
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DEFINITIONS
ESG : An acronym for environmental, social and governance, ESG standards quantify the degree to which a company is
socially responsible. &nbsp.
Risk-adjusted returns : Returns measured in relation to their own variability. High returns with a high level of risk
indicate a lower probability that actual returns were close to average returns. High returns with a low level of risk would
be more desirable, as they indicate a higher probability that actual returns were close to average returns.
Sector-Neutral : refers to a sector weight constraint that aims to match that of a respective benchmar.
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