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6. Financial Performance: Doing Well by 
Doing Good  

 
 

The link between being a force for good and financial performance is a strong one. Among the 
companies examined in this report, there was a clear correlation between the scope and scale of their 
impact engagement and their shareholder returns, with all ‘force for good’ organizations 
outperforming the index by over 5x on average and the most engaged institutions achieving 8x 
outperformance. 

Doing good pays in return, risk, and differentiation and shows signs of creating organizations that are 
more resilient to the many changes at this complex time with many simultaneous discontinuities and 
mega trends playing out.  Key points to note are: 

§ An analysis of the force for good engagement by major institutions reveals sharp differences 
between lower and higher performers in terms of priorities, strategies and increasingly 
capabilities, with two different classes of financial institutions emerging.  

§ There is a strong correlation in returns between those doing good and superior returns, with 
greatest returns going to those doing the most good: 

• 8x greater returns to shareholders for those doing the most good over the MSCI world 
financial index over a five-year period to 2021  

• 5.7x greater returns to shareholders for all ‘force for good’ financial institutions over 
the same index 
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• 3.4x greater returns to shareholders between those leading in doing good versus those 
with early-stage programs within even the group of leading financial institutions 

 

Figure 25 - 'Force for Good' Delivers Financial Returns 

 

While we do not impute causality, many other studies and meta studies go much further. 

§ An increasing body of research demonstrates the link between ESG and sustainability more 
broadly on the one hand and operating and investing performance on the other, which is 
helping to drive the sharp increase in sustainable investing globally.  

§ The most advanced financial institutions are not only learning to address ‘force for good’ 
initiatives, but they are also more adaptive to broader systemic changes in the world at large.  

§ The organizational changes that this transformation implies is driving the emergence of 
companies whose key assets and competitive advantages look very different to those of 
traditional industry leaders, creating competitive advantages and leading to the emergence of 
the financial institutions of the future.   

§ Being a force for good confers a multi-dimensional performance advantage to institutions, 
creating better run companies with more productive talent, resilient systems, and processes, 
differentiated and innovative products and services, and business strategies with long-term 
sustainability.  
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§ The architecture of a new breed of financial institution is now becoming evident and the first 
to embody that end-to-end, in its physical, structural, and cultural dimensions, will likely make 
breakthroughs in terms of its power and influence as well as its scale, scope, impact and 
returns. 

 

Record Fund Flows to ESG and Sustainable Investing Strategies 
Driven by a Clear Link Between ESG and Superior Performance 
The link between doing good and 
doing well from a financial 
performance perspective is an 
increasingly accepted one, a factor 
that is clearly contributing to the 
record inflows into ESG and 
sustainable investing strategies 
during 2020 and 2021, with ESG 
mutual fund AUM growing by 29% 
in the fourth quarter of 2020 alone 
(see Figure 27). This growth was 
repeated during the first quarter of 
2021, despite it being a challenging 
one for ESG funds’ performance in general, given that the best performing sector in global equity 
markets was energy, while technology was the worst. (ESG screening tended to favor technology and 
avoid the carbon-intensive energy sector.)  

 

The Business Case: The link between ESG and better performance has been well established  
A wide array of studies has sought to determine the specific link between ESG and positive outcomes 
for investors, as well as the strength of the correlation across asset classes, regions, and specific 
factors. After more than a decade of research on the topic, these studies are too numerous to 
reference individually or even as groups and their findings are best summed up by way of meta-
studies. One of the most recent and comprehensive ones was released in 2021 by the NYU Stern 
Center for Sustainable Business and Rockefeller Asset Management67, which examined over 1,100 
peer-reviewed papers and 27 meta-reviews – themselves based on approximately 1,400 studies. The 
study split the underlying papers into those focusing on corporate financial performance (with metrics 
like return on equity) and those focusing on investment performance (with metrics like alpha), a 
distinction also highlighted in the 2020 Capital as a Force for Good Report. 

  

 

 
Source: Morningstar Direct Manager Research, March 2021 
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Figure 26 - Global ESG and Sustainable Mutual Fund AUM 
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Figure 27 - Correlation of ESG with Superior Corporate and Investor Performance 

 
Source: NYU Stern Study “ESG and Financial Performance: Uncovering the Relationship by Aggregating Evidence from 1,000 Plus Studies 

Published between 2015 – 2020”, 2021 

 
With regards to the corporate performance of organizations embracing ESG themselves, the link 
between ESG and operating and financial performance is increasingly well established. Companies 
that embraced sustainable business practices and scored higher on their ESG scores generated 
superior operating performance on average compared to their peers across a range of financial 
metrics, including better operating margins, a higher return on equity and higher return on assets.  

 

Figure 28 - ESG and Business Performance, “ESG Leaders” vs Peers 
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Source: SEAL Awards, Note: SEAL Awards recognize (a) the 50 Most Sustainable Companies in the World and (b) the most impactful and 

innovative Environmental Initiative, 2021 

Further, the causal link between performance and ESG is also increasingly accepted, although the 
materiality of individual ESG factors and their impact on a business will of course vary significantly 
from industry to industry, with ESG impacting overall performance in myriad ways.  

Better ESG practices have a direct impact in terms of better relationships with suppliers (such as 
improved reliability and credit terms), a more engaged and productive workforce (because of fair pay, 
diversity, and inclusion initiatives), and improved operating margins from better resource and energy 
efficiency.  

In terms of indirect benefits, companies with strong ESG credentials will appeal to certain customer 
groups, driving revenues, while avoiding the reputational risk that may come from poor ESG 
performance. Further, companies strong in ESG will avoid the fines and litigation costs associated with 
non-compliance with the increasing body of ESG legislation and regulation around the world.  These 
factors together are driving an increasingly strong case for corporate ESG adoption. 

 

The Investment Case: ESG also drives superior investment performance 

The factors and considerations laid out above also have a significant impact on the correlation 
between ESG and investment performance, a positive link that appears to be somewhat less strong 
that of ESG and corporate performance (see Figure 29 below).  Based on this correlation, investors are 
increasingly screening stocks not just on financial fundamentals such as value and growth, but also on 
factors like ESG scores, governance practices, disclosure practices, fossil fuel exposure, and workplace 
diversity. ESG investment strategies, and ESG funds, in particular, have mushroomed in recent years, 
driven by both investors’ increasing demand to align capital to values and by this promise of higher 
returns. These strategies have historically delivered strong returns for investment fund managers, with 
evidence from Europe – the most established market for sustainable funds – indicating that the 
majority of ESG funds have outperformed non-ESG funds over one-, three-, five- and 10-year time 
periods. 
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Figure 29 - Total Shareholder Returns for “ESG Leaders” vs. Peers 

 
Source: SEAL Awards, Note: SEAL Awards recognize (a) the 50 Most Sustainable Companies in the World and (b) the most impactful and 

innovative Environmental Initiative, 2021 

 

However, given the nature of the relationship between ESG and financial performance laid out above, 
successfully using these factors to identify future outperformance requires a nuanced view that goes 
beyond screening and ‘box-ticking’, both by prospective investors and by the underlying investments 
themselves, requiring an understanding of an organization’s commitment to the goals they are 
pursuing and the quality of their engagement. This evolution can be seen in three ongoing phases: 

1. The first generation of companies embracing ESG, and responsible business strategies more 
broadly were often pioneers that were committed to change and to leading their industries 
through the process. These companies embraced a series of values that drove their actions and 
they generated superior performance as a result, with early ESG investors benefitting accordingly. 
However, with the adoption of ESG among public companies now becoming a market standard, 
an increasing number of companies are taking a process-driven approach to ESG, treating it as a 
control function or compliance requirement, without internalizing its values, lessons, or the 
implications for their business.  

2. As ESG becomes the market standard in an industry, outperformance is achieved by companies 
that have fully internalized the principles underlying ESG and have embraced sustainability as part 
of their culture, in a similar fashion to companies embracing quality or safety as core to their 
mission independent from their business objective of generating profits, resulting in better run, 
more forward-looking, more profitable, and more resilient companies. Companies that fail to do 
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so on the other hand will remain in the mind-set of twentieth-century leaders and are therefore 
less likely to generate superior business performance over the long term, all other things 
remaining equal. 

3. Continued outperformance over the long-term requires a more nuanced approach to asset 
selection, because while the rising tide may continue to lift all boats in terms of ESG 
outperformance, as the large-scale shift into sustainable investing strategies leads to a repricing 
that benefits all ESG compliant assets, regardless of their underlying commitment and quality, by 
definition, the alpha generated by ESG investment strategies will decline the more widely ESG 
standards are adopted, and accrue to only the leaders with the strongest commitment and quality 
of assets.  

 

Being a Greater ‘Force for Good’ Produces Greater Returns 
The ‘Force for Good’ framework is well suited as a tool for comparing and measuring companies’ 
fundamental commitment to many of the activities that drive long term performance. By going 
beyond adherence to traditional ESG to include broader environmental and social sustainability as 
well as stakeholder engagement, the framework captures the full breadth of a company’s 
engagement on these topics and recognizes companies that do more than others to pursue these 
goals.  

An analysis of the 71 publicly listed financial institutions included in this year’s report examined the 
extent of their ‘Force for Good’ engagement based on a ‘Force for Good’ scorecard Total Shareholder 
Returns of Force for Good Companies. These companies have been awarded an ‘F4G Score’ based on 
the qualitative and quantitative factors described there and placed in relative performance quartiles. 
The financial institutions considered for the analysis differ in their respective approaches to being a 
‘force for good’, leading to different levels of overall impact of the F4G score. The scorecards reveals 
that the group as a whole are outliers from the industry standard in terms of their leadership and 
overall engagement as a ‘Force for Good’, and this is true across all quartiles. 

The ongoing engagement with the active participants across all the quartiles has further confirmed 
the findings of the 2020 report which highlighted several common characteristics and areas of focus 
that the most active companies shared, namely:  

1. A commitment and quality of approach to ESG, sustainability and stakeholders.  

2. A high level of integration and alignment of the organization to be and do ‘good’.  

3. Quality of adaptation, innovation, and skill in designing product, process, and business for 
changes in the external environment.  

4. Scale and scope of ambition in positioning the organization at the intersection of big issues, 
big ideas and capital.  

5. Desire to Influence changes in the global system of capital.  



‘Capital as a Force for Good’, 2021 Report 
6. Financial Performance: Doing Well by Doing Good 

 

88 
 

In term of financial performance benchmarking the F4G scores were then compared to a series of 
corporate financial metrics including return on equity, earnings growth, and operating margins as well 
as three- and five-year total shareholder returns. Relative returns and financial metrics performance 
by financial institutions are measured across each quartile within the segments to demonstrate how 
ESG performance impacts returns and operational performance.  

Figure 30 - ‘Force for Good’ Delivers Shareholder Returns 

 

 
Summary Methodology for Determining F4G Scores for Finance Industry Leaders 

 



‘Capital as a Force for Good’, 2021 Report 
6. Financial Performance: Doing Well by Doing Good 

 

89 
 

This analysis holds true across the different sectors of the finance industry – banking, insurance, and 
asset management – where in each case the F4G score was highly correlated with shareholder returns 
in all cases, as well as with sector specific operating metrics as laid out below 

 

Figure 31 - Performance Across F4G Score Quartiles by Sector 

1. Banks – The highest scored force for good banks have over three times the average five-year 
shareholder returns and median return on assets compared to the lowest scoring ones  

Category Average 
F4G Score 

Average 5 Year 
Returns (%) 

3 Year Median 
Return on Assets (%) 

3 Year Median 
Asset Growth (%) 

Fourth Quartile 3.9 77% 0.7% 6.1% 

Third Quartile 2.7 50% 0.5% 6.0% 

Second Quartile 2.1 44% 0.4% 5.1% 

First Quartile 1.4 25% 0.2% 4.6% 

 

2. Insurance – The highest scored force for good insurers have nearly twice times the average five-
year shareholder returns compared to the lowest scoring ones 

Category Average 
F4G Score 

Average 5 Year 
Returns (%) 

3 Year Average 
Return on Equity 
(%) 

3 Year Median 
Premium Growth 
(%) 

Fourth Quartile 3.6 80% 8.4% 0.2% 

Third Quartile 2.8 58% 10.4% 3.6% 

Second Quartile 2.2 56% 7.4% -1.2% 

First Quartile 0.9 46% 8.4% -0.6% 

 
3. Asset Management – The highest scored force for good banks have more than twice the average 

five-year shareholder returns compared to the lowest scoring ones 

Category Average 
F4G Score 

Average 5 Year 
Returns (%) 

3 Year Average 
Return on Equity 
(%) 

3 Year Median Asset 
Growth (%) 

Fourth Quartile 3.4 156% 3.0% 4.4% 

Third Quartile 2.5 144% 7.7% 12.3% 

Second Quartile 2.0 142% 2.7% 4.9% 

First Quartile 1.1 72% 4.3% -4.5% 
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Of course, the corporate financial, and operating uplift associated with being a force for good 
represent only one aspect of the benefits it confers. Much greater than the internalized performance 

implications are the positive externalities of being a 
force for good, the customers included, the 
communities uplifted, the environments preserved, 
and the sustainable activities promoted. While these 
benefits do not show up directly on company’s 
financial statements, their impact is potentially much 
more significant, and to the finance industry’s 
collective power to help change the world. The 

industry today neither measures nor prices such positive externalities (just as it does not currently 
account for negative externalities). Were these to become part of the accounting system, this would 
not only likely reveal a strong correlation between positive externalities and financial performances, it 
would also likely impact investing future investment calculations and decisions, ultimately helping to 
drive systemic change.  

 
Conclusion: A Model of the Future of Financial Institutions is 
Emerging  
A strategic change is underway whereby a large proportion of the industry, even among the leading 
100 institutions examined for this initiative, are stuck in an old industrial financial model and a smaller 
group is re-conceiving their identity and nature.  The key points to note are: 

Data reveals two different classes of financial institutions emerging. Examining the dataset of activities 
and initiatives and engaging with active participants reveals distinct differences between those that 
are more “traditional’ or conservative in their approach to engaging in doing good and those that 
have more fully embraced what they see as a new paradigm in sustainable development and impact 
financing.   

The industrial model of finance characterizes most financial institutions. The model for twentieth-
century leaders has been evolving since the emergence of today’s financial services giants during the 
Second Industrial Revolution, with institutions developing a ‘stack’ of organizational assets and 
capabilities that have defined the modern corporation, including functions like customer 
management, risk management, product distribution, human resources, and investor relations. While 

There are several important caveats to highlight with regards to this analysis.  Firstly, the data set of companies 
examined at n=x is small and the results therefore not particularly statistically significant.  Second, the companies 
examined are all established leaders in the financial services industry and so are of significantly above average 
size, providing these companies with operating economies of scale relative to the market average.  And thirdly, 
these companies are geographically skewed to North America and Europe, two established markets in financial 
services with clear profitability characteristics.  Having said this, the analysis does provide a strong indicative 
indication for the positive link between engaging as a force for a good and corporate financial performance, 
particularly between the individual quartiles examined 

 

The positive externalities from doing 
good go beyond financial returns 
and point to a lower risk 
environment in which the range of 
fundable opportunities increases 
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each of these functions will of course continue to be critical to the success of businesses, they alone 
will be insufficient in determining who the future leaders of industries will be.  

An advanced sub-group is embracing a direction that is set to have a different strategy and modus 
operandi. The most advanced financial institutions have embraced the view that sustainability and 
making a positive impact are the direction of change and confer significant advantages if done well. 
As such, they have decided to begin the process of embracing and excelling at them.  

Addressing complex initiatives and measuring the impact is making them different along multiple 
dimensions. These organizations are not only learning to address ‘force for good’ initiatives, but they 
are also more adaptive to broader 
systemic changes in the world at 
large. The organizational changes 
that this transformation implies is 
driving the emergence of 
companies whose key assets and 
competitive advantages look very 
different to those of ‘industrial era’ 
leaders who dominated the finance industry in the 20th Century.  

The emerging model for financial institutions in the sustainable information age is different in almost 
all ways to the past. Financial institutions embarking on the transition to next generation leadership 
are accordingly changing this stack qualitatively and with a series of additional assets and capabilities 
that can provide competitive advantages moving forward. While no single institution has the fill stack 
of practices and attributes, this new stack can be constructed by taking the evident best practices to 
form a profile of the “best in class” 21st Century model of the financial institution of the future.  The 
key elements of this are:  

1. Responsible Custodian. Forward looking organizations are embracing ESG as a matter of 
responsible asset custodianship for their clients and for broader stakeholders based on a common 
set of values, rather than as a business process driven by compliance of regulatory requirements. 

2. Inclusive and Shared Goals. Future industry leaders are unlocking the value of their people by 
investing heavily in their workforce, attracting diverse talent, and increasing their productivity 
based on shared goals and objectives. 

3. Serving All Communities. Future industry leaders are leveraging technology and innovation to 
drive inclusion and profitably serve diverse communities in addition to outreach based on 
corporate social responsibility. 

4. Resilience. The most sophisticated companies are applying 360O risk lenses to their business, 
focusing on building overall corporate and financial resilience, rather than focusing on loss 
exposure. 

5. Caring for Communities. Global finance industry leaders will need to be equipped to address 
opportunities and challenges in communities across the globe, in developed and developing 
markets, opening up long term business development opportunities as we result.  

As one looks at the initiatives, the language, 
market positioning, commitments and actions, 

the finance industry’s most aggressive and 
ambitious institutions seem to be stepping in for 

governments, with agendas well beyond 
traditional banking, finance, insurance, and funds 
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6. Investing for Impact. The most ambitious financial services companies are embracing impact 
investing not only as means of generating returns while ‘doing good’, but also as a means of 
identifying future business opportunities ahead of the curve. 

7. Networked Partnerships with Stakeholders. Major industry leaders are increasingly working 
together with stakeholders including government to address local, national, and transnational 
issues, helping to shape the policy and regulatory environment for the industry in pursuit of their 
strategic goals, pointing to an evolution of the lobbying model to something more partner-like.  

8. Product, Service, Solution Innovation.  Future leaders are also committing to solving issues of 
relevance in the world today, using product and service innovation to develop solutions that have 
eluded both the public and private sector   

9. Mobilizing Strategic Change. Finally, tomorrow’s industry leaders are increasingly willing to 
cooperate within the industry, mobilizing their peers to pool resources for united action, while 
continuing to compete with them across other business areas, as well as across boundaries.  

Figure 32 - The Transformation of Next-Generation Finance Industry Leaders 

 
 

The superior performance of ‘force for good’ organizations is multi-dimensional: they are better run 
companies, able to attract and retain more diverse and more productive talent, with more resilient 
systems and processes and business strategies that position them to capitalize on high growth 
opportunities, and with innovative products and services that differentiate them from their 
competitors. While no company today has fully made this transition yet, the most ambitious 
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companies engaging as a force for good have started the transformation, providing a potential 
explanation for their superior operating performance vs. their peers and the industry as a whole.  

 

 

 

 

 

 

 

 

 

 

 


