
1 Performance

DO INVESTORS SACRIFICE PERFORMANCE IN ORDER TO INVEST IN A SUSTAINABLE AND RESPONSIBLE WAY?
No. Sustainable investing strategies may outperform or underperform their respective 
benchmark in any given year. However, studies show that sustainable investing strategies have 
performed in line with traditional strategies over time. For example, a report from Morningstar 
Sustainalitics examined returns over a seven-year period and found that a Low ESG Risk portfolio 
achieved better risk-adjusted returns than its benchmark.1

ISN’T RESPONSIBLE INVESTING A NICHE AREA OF INVESTING?
No. The US SIF foundation has identified $6.6 trillion in total U.S.-domiciled assets under  
management explicitly marketed as ESG or sustainability-focused investments using  
sustainable investing strategies as of the US Sustainable Investment Trends 2025/2026  
report, released in December 2025.2

2 Research

WHAT IS ESG?
ESG – an acronym for environmental, social and governance – refers to a broad set of 
issues that can be used to evaluate a company’s investment potential alongside traditional 
financial metrics.

WHY SHOULD INVESTORS FAVOR ESG RESEARCH OVER TRADITIONAL FINANCIAL ANALYSIS?
They shouldn’t. Either type of analysis can tell part of a company’s story, but Calvert believes that 
both are needed in order to make the most informed investing decisions. ESG information can serve 
as a lens to categorize material risks and opportunities that may not be captured in traditional financial 
analysis. We find that combining material ESG information with traditional financial analysis provides  
the most complete picture of a company’s long-term risks and opportunities.

HOW CAN ESG DATA BE USXED TO EVALUATE POTENTIAL INVESTMENTS?
Financially material ESG data – meaning ESG data that can impact a company’s value, 
operational performance or relationship with stakeholders – serve as a lens to categorize material  
risks and opportunities that may not be captured in traditional financial analysis. In a responsible 
investing approach like the one used by Calvert, financially material ESG data is used to identify  
a company’s financially material ESG risks, how well it is managing those risks, and opportunities  
to improve its ESG performance.
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1 Morningstar Sustainalitics, “SG Risk Ratings: A Protective Instrument Amid Economic Shocks. Analyzing the Effect of ESG Risk Scores on Firms’  
Financial. Performance in the US Market,” July 9, 2025. 2 US SIF: The Forum for Sustainable and Responsible Investment, US Sustainable Investing Trends 
2025/2026 Report. Calvert was a benefactor of this report.



“�We believe that 
helping companies 
improve their ESG 
commitments make 
them better long-
term investments.”
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SHOULD ALL COMPANIES BE EVALUATED  
THE SAME WAY FOR ESG ISSUES?
No. While some ESG issues are applicable across industries 
(for example, gender diversity and executive compensation), 
companies across different industries are exposed to ESG 
issues in different ways, and that needs to be accounted  
for in their scoring.

HOW WOULD ESG KEY PERFORMANCE INDICATORS DIFFER  
BASED ON WHAT THE COMPANY DOES?
Financial materiality varies by industry because not every 
ESG factor will be material to all business and sectors.  
For example, a commercial bank would have a heightened 
need for customer data security, which would likely impact 
its Governance score. That would be less applicable  
for an industrial machinery company. But that firm may  
be more impacted by Environmental factors, such as 
changes in its fossil fuel use—which is less of an issue  
for a commercial bank.

IS RESPONSIBLE INVESTING JUST ABOUT FINDING COMPANIES  
THAT ARE LAGGARDS IN FINANCIALLY MATERIAL ESG ISSUES?
No. A key part of responsible investing is uncovering 
excellence in environmental, social and governance areas. 
This may also be helpful in assessing which companies  
in a particular industry are well-positioned for long- 
term investors.

HOW DOES THE CALVERT RESEARCH SYSTEM PROCESS WORK?
The Calvert research process focuses on identifying  
and evaluating:
1. 	 Financially material ESG risks and opportunities  

to which issuers are exposed
2. 	Management teams’ ability to navigate those risks
3. 	Opportunities for companies to improve their  

ESG performance

DO FINANCIALLY MATERIAL ESG INDICATORS CHANGE OVER TIME?
Absolutely! As business needs change and relevant issues 
arise, financially material ESG issues will evolve as well. 
Issues such as the impact of artificial intelligence (AI),  
for example, have impacts on business risk and 
opportunities that may change rapidly as both the 
technology and businesses evolve.

3 Engagement & Impact

WHAT IS ACTIVE ENGAGEMENT?
Active engagement is the process by which an investment 
management firm works with companies that are held 
in its portfolios or under consideration for investment 
to improve corporate governance on financially material  
ESG issues. The purpose of active engagement is to drive 
long-term shareholder value and positive change.

WHY IS ACTIVE ENGAGEMENT IMPORTANT?
We believe is one of the most powerful tools that investors 
have to help companies move forward. Combined with a 
research system that helps spot material areas where a 
company can improve, engagement can help companies 
make choices that lower their risk, improve their financial 
performance and help gain competitive advantages. 
Structured engagement and proxy voting can send an 
important signal to company management about the 
importance of financially material environmental, social  
or governance concerns. We believe that helping  
companies improve their ESG commitments make  
them better long-term investments.

ISN’T ACTIVE ENGAGEMENT SOMETHING ALL ASSET 
MANAGERS DO?
No. While asset managers generally fulfill their proxy 
voting responsibilities and may engage in occasional direct 
dialogue, we view active engagement as much more rigorous 
commitment. Not many asset managers put in the time 
required for sustained structured engagement, which 
leverages tools such as dialogue, shareholder proposals, 
proxy voting, public policy and multi-stakeholder work  
to help influence companies and drive positive change 
regarding financially-material ESG issues.

WHAT TOOLS DO INVESTORS HAVE TO ENGAGE WITH COMPANIES?
Investors have a number of ways to engage. Direct dialogue 
can engage directly with management through periodic 
phone calls, letters and meetings to raise concerns and 
identify opportunities. When dialogue does not prove 
fruitful, investors can file shareholder resolution to take  
the matter directly to other investors in the company.  
Once these financially material issues make it onto the 
ballot, proxy voting is one of the most direct means to 
influence corporate behavior. This is often not a linear 
process – for example, a shareholder resolution may be 
subsequently withdrawn because subsequent dialogue 
makes it unnecessary.



HOW DO I KNOW WHETHER A FIRM’S PROXY VOTING RECORD 
MATCHES ITS RHETORIC?
For US companies, this information is public, and can 
be found via SEC filings. But you can also usually find 
documentation for a management firm’s voting history  
on their website. Calvert’s proxy voting guidelines are 
available on our site, and proxy votes are made public.  
Visit www.calvert.com/Proxy-Voting.php.

4 Opportunity

WHO IS INTERESTED IN RESPONSIBLE INVESTING?
Surveys have shown that interest in Responsible Investing 
is growing among all demographics. According to the 
Morgan Stanley Institute for Sustainable Investing’s 2025 
“Sustainable Signals: Individual Investors” report, 88% of 
investors globally express interest in sustainable investing, 
with interest levels in the U.S. and Europe largely unchanged 
since late 2023. Interest is particularly strong among Gen Z 
(99% of respondents) and Millennials (97%).

DO PEOPLE INTERESTED IN RESPONSIBLE INVESTING PREFER  
TO WORK WITH AN ADVISOR OR GO IT ALONE?
According to the results from Morgan Stanley’s 2025 
“Sustainable Signals: Individual Investors” report, younger 
investors in particular are more inclined to consult financial 
advisors before making RI decisions, because they believe 
they face barriers at higher rates than older generations, 
including lack of knowledge, limited products and 
insufficient financial advice. More than 90% of younger 
investors said they would choose a financial advisor or 
investment platform based on their sustainable investing 
offerings—rates significantly higher than Gen X or 
Baby Boomers.

WHAT CAN I TELL CLIENTS WHO’VE HEARD THAT RESPONSIBLE 
INVESTING IS ABOUT PUSHING COMPANIES INTO ADOPTING  
WOKE PRACTICES?
ESG investing is about companies and their risks, not their 
politics. Responsible investors increasingly see ESG as 
a measuring stick to a company’s overall performance 
and a vital tool to mitigate portfolio risks. Among 
the respondents in the Morgan Stanley Institute for 
Sustainable Investing “Sustainable Signals: Individual 
Investors” report, more than half of investors plan to 
increase their sustainable investment allocations in the  
next year. The top motivator globally is a belief that 
sustainable investments now offer comparable or  
better returns to traditional options, a sentiment 
particularly strong in the Asia-Pacific region.

IS RESPONSIBLE INVESTING LIMITED TO CERTAIN ASSET CLASSES  
LIKE LARGE CAP EQUITIES?
No. Responsible Investing strategies can be executed  
across a wide range of asset classes and investment vehicles. 
You can build diverse portfolios covering all areas of global 
capital markets using Responsible Investing strategies. 

For example, Calvert offers over 60 investment solutions 
covering a full array of markets, opportunities and 
investment styles.

HOW CAN I USE RESPONSIBLE INVESTING TO DIFFERENTIATE 
MY PRACTICE?
Clients increasingly seek advisors who understand financial 
planning, investment and broader social trends. Offering RI 
expertise can set you apart as a forward-thinking advisor.

WHAT IF MY CLIENTS HAVEN’T YET ASKED  
ABOUT RESPONSIBLE INVESTING?
Many clients are interested but may not know how to start 
the conversation. Introducing the topic opens the door 
to deeper engagement and shows you’re proactive and 
knowledgeable about evolving investor preferences. 

5 Political Environment

HOW IS RESPONSIBLE INVESTING AFFECTED BY THE POLITICAL 
ENVIRONMENT IN THE UNITED STATES?
The core principles of RI – managing long-term risk,  
seeking operational efficiency and aligning portfolios 
with client values – remain sound and are still widely 
supported by many investors and institutions around 
the country.

WHAT DO I SAY IF A CLIENT PUSHES BACK ON RESPONSIBLE 
INVESTING AS A ‘POLITICAL AGENDA?’
If clients are not interested in, or suspicious of, responsible 
investing, we should not seek to push them towards 
that approach. However, if they would better like to 
understand the “agenda” behind responsible investing,  
we can note that from an investment standpoint 
it’s really about risk management and opportunity 
identification. Investors benefit from being aware 
of financially material opportunities and risks for the 
products they invest in. It’s not about politics – it’s  
about performance, values alignment when desired  
and long-term planning.

HOW DO I FRAME RESPONSIBLE INVESTING IN A WAY THAT 
TRANSCENDS POLITICS?
Ultimately, considering financially material environmental, 
social and governance factors in addition to traditional 
financial metrics is a way of uncovering and assessing 
business risk, as well as associated opportunities.  
We believe managing human capital effectively, 
determining risks associated with climate change  
and marketing products ethically are just sound  
business practices.
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Risk Considerations
There is no assurance that a portfolio will achieve its investment objective. Portfolios are subject to market risk, which is the possibility  
that the market values of securities owned by the portfolio will decline and that the value of portfolio shares may therefore be less than  
what you paid for them. Market values can change daily due to economic and other events (e.g. natural disasters, health crises, terrorism,  
conflicts and social unrest) that affect markets, countries, companies or governments. It is difficult to predict the timing, duration, and  
potential adverse effects (e.g. portfolio liquidity) of events. ESG Strategies that incorporate impact investing and/or Environmental,  
Social and Governance (ESG) factors could result in relative investment performance deviating from other strategies or broad market  
benchmarks, depending on whether such sectors or investments are in or out of favor in the market. As a result, there is no assurance  
ESG strategies could result in more favorable investment performance. Fixed-income securities are subject to the ability  
of an issuer to make timely principal and interest payments (credit risk), changes in interest rates (interest rate risk),  
the creditworthiness of the issuer and general market liquidity (market risk). In a rising interest-rate environment, bond  
prices may fall and may result in periods of volatility and increased portfolio redemptions. In a declining interest-rate  
environment, the portfolio may generate less income. Longer-term securities may be more sensitive to interest rate changes.

There is no guarantee that any investment strategy will work under all  
market conditions, and each investor should evaluate their ability to invest  
for the long-term, especially during periods of downturn in the market.
A separately managed account may not be appropriate for all investors. 
Separate accounts managed according to the Strategy include a number 
of securities and will not necessarily track the performance of any index. 
Please consider the investment objectives, risks and fees of the Strategy 
carefully before investing. A minimum asset level is required.
For important information about the investment managers, please refer  
to Form ADV Part 2.
The views and opinions expressed are subject to change at any time due  
to market or economic conditions and may not necessarily come to pass.  
The views expressed do not reflect the opinions of all investment personnel 
at Morgan Stanley Investment Management (MSIM) and its subsidiaries and 
affiliates (collectively the Firm”) or the views of the firm as a whole, and may 
not be reflected in all the strategies and products that the Firm offers.
This material has been prepared on the basis of publicly available information, 
internally developed data and other third-party sources believed to be 
reliable. However, no assurances are provided regarding the reliability of  
such information and the Firm has not sought to independently verify 
information taken from public and third-party sources.
This material is a general communication, which is not impartial, is for 
informational and educational purposes only, not a recommendation. 
Information does not address financial objectives, situation or specific  
needs of individual investors.

Charts and graphs provided herein are for illustrative purposes only.  
Past performance is no guarantee of future results.
This material is not a product of Morgan Stanley’s Research Department  
and should not be regarded as a research material or a recommendation.
The Firm has not authorised financial intermediaries to use and to distribute 
this material, unless such use and distribution is made in accordance with 
applicable law and regulation. Additionally, financial intermediaries are 
required to satisfy themselves that the information in this material is 
appropriate for any person to whom they provide this material in view of 
that person’s circumstances and purpose. The Firm shall not be liable for, and 
accepts no liability for, the use or misuse of this material by any such financial 
intermediary.
This material may be translated into other languages. Where such a 
translation is made this English version remains definitive. If there are any 
discrepancies between the English version and any version of this material in 
another language, the English version shall prevail.
The whole or any part of this material may not be directly or indirectly 
reproduced, copied, modified, used to create a derivative work, performed, 
displayed, published, posted, licensed, framed, distributed or transmitted 
or any of its contents disclosed to third parties without the Firm’s express 
written consent. This material may not be linked to unless such hyperlink 
is for personal and non-commercial use. All information contained herein is 
proprietary and is protected under copyright and other applicable law.
Calvert is part of Morgan Stanley Investment Management. Morgan Stanley 
Investment Management is the asset management division of Morgan Stanley.
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DISTRIBUTION
This material is only intended for and will only be distributed to persons 
resident in jurisdictions where such distribution or availability would not 
be contrary to local laws or regulations.
MSIM, the asset management division of Morgan Stanley (NYSE: MS),  
and its affiliates have arrangements in place to market each other’s 
products and services. Each MSIM affiliate is regulated as appropriate  
in the jurisdiction it operates. MSIM’s affiliates are: Eaton Vance 
Management (International) Limited, Eaton Vance Advisers International 
Ltd, Calvert Research and Management, Eaton Vance Management, 
Parametric Portfolio Associates LLC, and Atlanta Capital Management LLC.
This material has been issued by any one or more of the following entities:

EMEA
This material is for Professional Clients/Accredited Investors only.
In the EU, MSIM and Eaton Vance materials are issued by MSIM Fund 
Management (Ireland) Limited (“FMIL”). FMIL is regulated by the Central Bank 
of Ireland and is incorporated in Ireland as a private company limited by shares 
with company registration number 616661 and has its registered address at 
24-26 City Quay, Dublin 2 , DO2 NY19, Ireland.
Outside the EU, MSIM materials are issued by Morgan Stanley Investment 
Management Limited (MSIM Ltd) is authorised and regulated by the Financial 
Conduct Authority. Registered in England. Registered No. 1981121. Registered 
Office: 25 Cabot Square, Canary Wharf, London E14 4QA.
In Switzerland, MSIM materials are issued by Morgan Stanley & Co. 
International plc, London (Zurich Branch) Authorised and regulated by 
the Eidgenössische Finanzmarktaufsicht ("FINMA"). Registered Office: 
Beethovenstrasse 33, 8002 Zurich, Switzerland.
Outside the US and EU, Eaton Vance materials are issued by Eaton Vance 
Management (International) Limited (“EVMI”) 125 Old Broad Street, London, 
EC2N 1AR, UK, which is authorised and regulated in the United Kingdom by 
the Financial Conduct Authority.
Italy: MSIM FMIL (Milan Branch), (Sede Secondaria di Milano) Palazzo 
Serbelloni Corso Venezia, 16 20121 Milano, Italy. The Netherlands: MSIM FMIL 
(Amsterdam Branch), Rembrandt Tower, 11th Floor Amstelplein 1 1096HA, 
Netherlands. France: MSIM FMIL (Paris Branch), 61 rue de Monceau 75008 
Paris, France. Spain: MSIM FMIL (Madrid Branch), Calle Serrano 55, 28006, 
Madrid, Spain. Germany: MSIM FMIL Frankfurt Branch, Große Gallusstraße 
18, 60312 Frankfurt am Main, Germany (Gattung: Zweigniederlassung (FDI) 
gem. § 53b KWG). Denmark: MSIM FMIL (Copenhagen Branch), Gorrissen 
Federspiel, Axel Towers, Axeltorv2, 1609 Copenhagen V, Denmark.

MIDDLE EAST
Dubai: MSIM Ltd (Representative Office, Unit Precinct 3-7th Floor-Unit 
701 and 702, Level 7, Gate Precinct Building 3, Dubai International Financial 
Centre, Dubai, 506501, United Arab Emirates. Telephone: +97 (0)14 709 7158).
This document is distributed in the Dubai International Financial Centre by 
Morgan Stanley Investment Management Limited (Representative Office), 
an entity regulated by the Dubai Financial Services Authority (“DFSA”). It is 
intended for use by professional clients and market counterparties only. This 
document is not intended for distribution to retail clients, and retail clients 
should not act upon the information contained in this document.
This document relates to a financial product which is not subject to any 
form of regulation or approval by the DFSA. The DFSA has no responsibility 
for reviewing or verifying any documents in connection with this financial 
product. Accordingly, the DFSA has not approved this document or any other 
associated documents nor taken any steps to verify the information set out 
in this document, and has no responsibility for it. The financial product to 
which this document relates may be illiquid and/or subject to restrictions on 
its resale or transfer. Prospective purchasers should conduct their own due 
diligence on the financial product. If you do not understand the contents of 
this document, you should consult an authorised financial adviser.

U.S.
NOT FDIC INSURED. OFFER NO BANK GUARANTEE. MAY LOSE VALUE. 
NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY. NOT 
A DEPOSIT.

ASIA PACIFIC
Hong Kong: This material is disseminated by Morgan Stanley Asia Limited for 
use in Hong Kong and shall only be made available to “professional investors” 
as defined under the Securities and Futures Ordinance of Hong Kong (Cap 
571). The contents of this material have not been reviewed nor approved by 
any regulatory authority including the Securities and Futures Commission in 
Hong Kong. Accordingly, save where an exemption is available under the 
relevant law, this material shall not be issued, circulated, distributed, directed 
at, or made available to, the public in Hong Kong. Singapore: This material 
is disseminated by Morgan Stanley Investment Management Company and 
should not be considered to be the subject of an invitation for subscription or 
purchase, whether directly or indirectly, to the public or any member of the 
public in Singapore other than (i) to an institutional investor under section 
304 of the Securities and Futures Act, Chapter 289 of Singapore (“SFA”); 
(ii) to a “relevant person” (which includes an accredited investor) pursuant 
to section 305 of the SFA, and such distribution is in accordance with the 
conditions specified in section 305 of the SFA; or (iii) otherwise pursuant to, 
and in accordance with the conditions of, any other applicable provision of the 
SFA. This publication has not been reviewed by the Monetary Authority of 
Singapore. Australia: This material is provided by Morgan Stanley Investment 
Management (Australia) Pty Ltd ABN 22122040037, AFSL No. 314182 and 
its affiliates and does not constitute an offer of interests. Morgan Stanley 
Investment Management (Australia) Pty Limited arranges for MSIM affiliates 
to provide financial services to Australian wholesale clients. Interests will only 
be offered in circumstances under which no disclosure is required under the 
Corporations Act 2001 (Cth) (the “Corporations Act”). Any offer of interests 
will not purport to be an offer of interests in circumstances under which 
disclosure is required under the Corporations Act and will only be made to 
persons who qualify as a “wholesale client” (as defined in the Corporations 
Act). This material will not be lodged with the Australian Securities and 
Investments Commission.

Japan
For professional investors, this material is circulated or distributed for 
informational purposes only. For those who are not professional investors, this 
material is provided in relation to Morgan Stanley Investment Management 
(Japan) Co., Ltd. (“MSIMJ”)’s business with respect to discretionary investment 
management agreements (“IMA”) and investment advisory agreements (“IAA”). 
This is not for the purpose of a recommendation or solicitation of transactions 
or offers any particular financial instruments. Under an IMA, with respect to 
management of assets of a client, the client prescribes basic management 
policies in advance and commissions MSIMJ to make all investment decisions 
based on an analysis of the value, etc. of the securities, and MSIMJ accepts 
such commission. The client shall delegate to MSIMJ the authorities necessary 
for making investment. MSIMJ exercises the delegated authorities based 
on investment decisions of MSIMJ, and the client shall not make individual 
instructions. All investment profits and losses belong to the clients; principal 
is not guaranteed. Please consider the investment objectives and nature of 
risks before investing. As an investment advisory fee for an IAA or an IMA, 
the amount of assets subject to the contract multiplied by a certain rate (the 
upper limit is 2.20% per annum (including tax)) shall be incurred in proportion 
to the contract period. For some strategies, a contingency fee may be incurred 
in addition to the fee mentioned above. Indirect charges also may be incurred, 
such as brokerage commissions for incorporated securities. Since these 
charges and expenses are different depending on a contract and other factors, 
MSIMJ cannot present the rates, upper limits, etc. in advance. All clients 
should read the Documents Provided Prior to the Conclusion of a Contract 
carefully before executing an agreement. This material is disseminated in 
Japan by MSIMJ, Registered No. 410 (Director of Kanto Local Finance Bureau 
(Financial Instruments Firms)), Membership: the Japan Securities Dealers 
Association, The Investment Trusts Association, Japan, the Japan Investment 
Advisers Association and the Type II Financial Instruments Firms Association.


