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What is SRI? 
Socially responsible investing (SRI) is an investment or portfolio construction process which formally incorporates 
environmental, social and governance (ESG) criteria either alongside traditional financial analysis, or on its own. 
 

Traditional Investment Approach  Socially Responsible Investment (SRI) Approach 

Focused on profit maximisation only  

 

 

Focused on the impact an investment has on a broad  
array of stakeholders. This includes staff, customers,  

natural capital, and the broader community. 

 
The core premise of SRI is that many of today’s societal challenges will not be alleviated through government action 
alone – the financial system and investors have a core role to play. 

Key global challenges 

 

Climate-related disasters 

The 2019-2020 bushfire season 
destroyed approximately 20 per cent 
of Australia’s forests. Exacerbated by 
climate change, the number of ‘very 
high’ or ‘extreme’ fire days may 
increase up to 70 per cent by 2050.1 

 

Marine degradation 

Around 8 million tonnes of plastic waste 
escapes into the ocean every year. By the 
year 2050 it is estimated there will be 
more plastic than fish in the sea.4 

 
Gender pay parity 

Females in Australia are paid an 
average of 13.4 per cent less than 
males in equivalent industries and 
roles.2 

 
Food waste 

33 per cent of food produced for human 
consumption is wasted annually, yet 800 
million people globally (1 in 9) suffer from 
malnutrition.5 

 

Plastic recycling 

Plastic takes more than 400 years to 
degrade naturally, yet on a global scale 
recycling rates sit at around 9 per cent. 
Half of all plastic created has been 
made in the past 15 years.3 

 

Wealth disparity  

In Australia, the average household 
wealth of the top 20 per cent is 90 times 
larger than the average household wealth 
of the bottom 20 per cent.6 

 

 

Notes: 

1. Climate Council Australia; 2. ABS, Workplace Gender Equality Agency; 3. National Geographic; 4. Ocean Conservancy; 5. United Nations, World Health 
Organisation; 6. University New South Wales Policy Research Centre. 
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Why is it growing in popularity? 
The focus on ESG is being driven by a number of forces, most notably generational changes in consumer attitudes. Of 
note, younger consumers are substantially more interested in the area of ESG than other generational counterparts. 

SRI is enabling individuals to make more informed investment choices which align with their personal values. 

Preference for environmental and socially responsible investing by age range7 

In addition, investment performance has historically been seen as a barrier to integrating ESG into investment 
portfolios. However, there is limited evidence that pursuing SRI is likely to ‘cost’ returns. In fact, increasing empirical 
studies and real-world data is showing a neutral-to-positive link between ESG and performance. 

Review of results of empirical studies on the relationship between ESG and corporate 
performance (1982―2015)8 

 

Performance of domestic responsible investment funds vs mainstream investment funds 
(2009 – 2019)9 

 1 YEAR 3 YEARS 5 YEARS 10 YEARS 

Average Australian SRI Fund 24.7% 11.3% 10.1% 9.0% 

Average Australian Equity Fund (Large Blend) 22.3% 9.0% 7.8% 6.8% 

S&P/ASX 300 Total Return 23.8% 10.3% 9.1% 7.8% 

 

 

 

 

 

 

Notes: 

7. Vanguard, Global Sustainable Investment Alliance, Why ESG investing matters; 8. Oxford University, Arabesque Partners, From the stockholder to the 

stakeholder; 9. Responsible Investment Association of Australasia, Benchmark Report 2020.  
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Is SRI new? 
While SRI is rapidly rising in popularity, incorporating socially responsible investment principles within investments is 
not a new concept. It has been evolving since investing began. 

 

How do you measure ESG? 
Given the subjective nature of the topic, measuring ‘good’ and ‘bad’ ESG performance can be a challenge. Common 
examples of measurement points utilised within the investment industry include: 

ENVIRONMENTAL (‘E’) SOCIAL (‘S’) GOVERNANCE (‘G’) 

Biodiversity/land use Community relations Accountability 

Carbon emissions Diversity Board structure/size 

Climate change risks Corporate Culture Bribery and corruption 

Energy usage Health and safety Executive compensation 

Waste and recycling Human capital management Ownership structure 

 

Early history
Traditionally rooted in the practices of religious believers who sought to align investments with
their faiths. Judaism, Christianity and Islamic faiths feature responsible investment principles
related to finance (e.g. Riba).

1970s – Mid-1990s
Niche investment products developed with exclusionary investment screens. For example,
avoiding companies providing military goods and services to support the Vietnam War.

Late 1990s – 2010s
SRI further developed to be incorporated into “traditional” investment analysis, primarily as a
risk management tool. Corporate governance was the primary focus following high-profile
scandals such as those involving Enron, World Com and Arthur Anderson.

2010s – Today
More widely adopted with strategies evolving beyond integration to consider positive impact. Focus
expanded to the environmental and social footprint of an investment and its contribution to broader society.
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How do I choose my SRI approach? 
We classify SRI approaches into four distinctive styles – integration, values, thematic or impact – recognising that 
different investors approach ESG differently. One way to think about the different approaches is in different shades, 
from light green (avoiding harm) through to dark green (contributing to solutions). 

 

 

TRADITIONAL INTEGRATION VALUES THEMATIC IMPACT 

Traditional 
investment 
strategies with no 
explicit ESG 
involvement 

Use ESG criteria to 
enhance traditional 
financial analysis by 
identifying additional 
risks and opportunities 

Eliminate or avoid 
certain investments 
according to specific 
values or ethical 
guidelines 

Investments in 
companies that 
produce goods and/or 
services that are 
exposed to broad 
sustainability themes 

Investments that are 
designed to achieve 
positive and 
measurable impact as 
well as financial returns 

Investors should choose the SRI approach that best aligns to their personal objectives. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Improve risk/return

Avoid harm

Benefit stakeholders

Contribute to solutions

Objective
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Disclaimers 
The information was prepared by Evans and Partners Pty Ltd (ABN 85 125 338 785, AFSL 318075) (“Evans and Partners”). Evans 
and Partners is a wholly owned subsidiary of E&P Financial Group Limited (ABN 54 60 9913 457) (E&P).  

The document is not intended to be a research report (as defined in ASIC Regulatory Guides 79 and 264). Any express or implicit 
opinion or recommendation about a named or readily identifiable investment product is merely a restatement, summary or 
extract of another research report that has already been broadly distributed. You may obtain a copy of the original research 
report from here. 

The information may contain general advice or is factual information and was prepared without taking into account your 
objectives, financial situation or needs. Before acting on any advice, you should consider whether the advice is appropriate to 
you. Seeking professional personal advice is always highly recommended. Where a particular financial product has been referred 
to, you should obtain a copy of the relevant product disclosure statement or offer document before making any decision in 
relation to the financial product. Past performance is not a reliable indicator of future performance. 

The Financial Services Guide of Evans and Partners contains important information about the services we offer, how we and our 
associates are paid, and any potential conflicts of interest that we may have. A copy of the Financial Services Guide can be found 
at www.evansandpartners.com.au. Please let us know if you would like to receive a hard copy free of charge. 

https://www.evansandpartners.com.au/sites/default/files/191219%20View%20From%20The%20Outer%20-%20The%20rise%20of%20responsible%20investing.pdf

