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Introduction

Over the last 50 years, sustainability' has emerged as a new megatrend. Indeed,
individuals and corporations started to realize the impact they have on the environment
(Gailly, 2018, p. 8). This trend does not only affect individuals and governments as private
companies have not been overlooked either. The Harvard Business Review states that a
majority of executives acknowledge that it is crucial for their business to face this new
significant challenge. Environmental issues impact organizations in many different ways such
as their reputation, their value-creation, their supply chain, their recycling programs... (Lubin
and Esty, 2010). As an evidence of this growing trend, in 2015, 72% of S&P500 companies
published a report on sustainability (Clark et al., 2015).

Along this megatrend, many related-trends have emerged too, such as Corporate Social
Responsibility (CSR), Impact Investing and Socially Responsible Investment (SRI). The latter
one will be the main focus of this thesis.

Over the last few years, socially responsible investment has increasingly become very popular.
Indeed, US SIF, the Forum of Sustainable and Responsible Investment, claims that in 2018, SRI
represented about $12 trillion of the $46.6 trillion in total assets under professional
management in the United States, representing about one in four dollars in 2018 (US SIF,
2018a).

Socially responsible investment can be approached from two different points of view.

First, retail and corporate investors are willing to “reflect their ethical, environmental, social,
political or moral values through their investments” (Cory, 2001, p. 5). In other words, some
investors have moral values and are willing to invest accordingly.

Second, as investors require profitability, many papers have attempted to discuss the
profitability of SRI. On one hand, studies, such as the ones conducted by RBC Global Asset
Manager or Candriam, have proved that SRI has outperformed or at least, matched traditional

investments (RBC Global Asset Manager, 2012; Candriam, 2018). On the other hand, other

! Defined by Deloitte as the following: “a comprehensive approach to management of organizations
which is focused on creating and maximizing long-term economic, social and environmental value.”
(Deloitte, 2019)



papers based on the modern portfolio theory suggested that SRI bears a cost compared to
traditional investments (Schroder, 2006).

This latter topic has already been tackled many times. However, a third approach to SRI has
not been fully studied yet. Indeed, if the profitability from the investors point of view has been
analyzed, the impact of SRl on companies having access to such investments compared to
ineligible companies has not been fully analyzed. To fill in that gap, numerous analyses based
on five variables will be conducted over 30 benefiting companies® and 30 ineligible companies®
divided into three distinct industries. The objective of these analyses is to determine if

benefiting companies are advantaged compared to ineligible companies due to SRI.

Problem statement

Socially Responsible Investment has been created to reflect investors’ values.

Therefore, this thesis will tackle the impacts, made by SRI, on benefiting companies compared
toineligible companies. Indeed, one of the main objectives of responsible investors is to invest
in responsible companies and avoid companies not behaving according to their values.
This thesis will have as a main goal to answer the following research question: “Are companies
having access to Socially Responsible Investment, benefiting companies, positively affected
and on the contrary, ineligible companies disadvantaged by the rise of SRI?”. Benefiting
companies are defined as companies successfully passing the screening criteria, hence having
access to SRl and ineligible companies as the ones not passing these criteria, hence not having
access to SRI (explained in detail in chapter 2). In other words, benefiting companies have
access to SRl while ineligible do not. Ideally, responsible investment would advantage
companies benefitting from these investments. On the opposite, ineligible companies are
expected to suffer from this new type of investment. This thesis will attempt to answer that
research question.

Research question: “Are companies having access to Socially Responsible Investment,
benefiting companies, positively affected and on the contrary, ineligible companies

disadvantaged by the rise of SRI?”

! Benefiting companies: companies having access to SRI
2 Ineligible companies: companies which do not have access to SRI



Part I: Theory

Chapter 1: Theoretical context

This first chapter establishes a theoretical framework about socially responsible
investment (SRI). It will rely on many studies conducted over the last 50 years which, together,

form the theory known until now.
1.1 What is a socially responsible investment?
1.1.1 History

The first signs of concerns regarding social issues can be retrieved a very long time ago.
It cannot be directly associated to socially responsible investment but it proves ethical
concerns already existed. Indeed, even before 1 BC, local businesses and citizens across the
world (such as China, Egypt or Italy) were reluctant to pay taxes to finance military campaigns
(Burg, 2004, pp. 1-21).
The first one to link money and ethic is John Wesley, an English cleric. Back in 18 century, he
claimed in his famous sermon, The Use of Money, that individual should maximize its gains
without hurting others (Jackson, 1872).
During the next 50 years, ethical concerns continued to grow and in 1928, the first responsible
fund, The Pioneer Fund, was created (Cory, 2001, p. 49).
At that time, churches have played an important role as they were promoting investment
respecting moral principles. Methodists and Society of Friends, a group of churches imposed
social screens in their investments (Louche and Lydenberg, 2006, p. 5).
In 1960, due to the war in Vietnam, social investing became even more important as people,
including students, protested against this war (Sparkes, 2002, p. 49).
Therefore, in the early ‘70s, the first ‘modern” mutual fund, The Pax World Fund, was created
by Quakers and Methodists. This fund avoided companies involved or benefiting from the

Vietnam War (Cory, 2001, p. 49).



Following this trend, companies assessing social and environmental dimensions of different
firms were created. For example, in 1969, The Council for Economic Priorities was created
(Sparkes, 2002, p. 50).

In 1972, for the first time a traditional money-management house created a fund using a
screening phase, the Dreyfus Third Century Fund. At that time, this fund ought to avoid
companies doing business in South Africa due to segregation and sought out companies
protecting the environment and caring about social aspects such as promoting equal
opportunities, safety and health. South Africa took a lot of importance in investors mind. As
much that in 1977 an American, very close to Martin Luther King, Leon Sullivan, created a list
of requirements American companies operating in South Africa should respect. This list
contained rules promoting equal opportunities and better living conditions. In 1982,
Connecticut was the first state to enforce social criteria for state investment. One year later,
Massachusetts went one step further. They forbid state funds to invest in companies
operating in South Africa. These measures have been followed by other funds in the US such
as the New York City and the California fund which empowered social criteria regarding
business in South Africa (Sparkes, 2002, pp. 51-53).

Since then, many funds proposing SRI saw the day in the US, Canada, UK and Europe. Indeed,
in 2001, there were more than 100 funds with social screening only in the US (Cory, 2001, p.
50).

In 1990, an index focusing on socially responsible companies was created by KLD (Kinder,
Lydenberg, Domini & Co.), the Domini Social Index (now listed as MSCI KLD 400). This index
measures the performance of 400 US stocks proposing portfolios with social constraints
(Sauer, 1997, p. 140). This index represented the growing importance of SRI but also proved
that SRI can be financially performant. Indeed, between 1990 and 1995, stock prices listed in
the Domini index outperformed stock prices listed in the S&P 500 by 15% (respectively, 135%
increase compared to 120%) (Cory, 2001, p. 50). The financial performance of socially
responsible investments will be further discussed in section 1.7.

Today, environmental problems constitute one of the major concern. It started in 1961 with
the publication of Silent Spring, a book written by Rachel Carson, assessing the potential issue
of industrials chemicals. However, in 1986, two major events pulled the trigger. Indeed, the
leakage of chemicals in the Rhine near Basel and the explosion of Chernobyl nuclear power

plant raised the public concerns regarding the environment (Sparkes, 2002, pp. 59-60).



Revealing the importance of SRI, in 2006, the United Nations partnered with the Principles of
Responsible Investment. Together, they created a set of six principles which are ”a voluntary
and aspirational set of investment principles that offer a menu of possible actions for
incorporating ESG” issues into investment practice.” (Professional Responsible Investment,
2018). Their goal is not making profit but helping their signatories, with the help of the United
Nations, to implement responsible investment through the six principles, listed in Annex 1.

In 2012, socially responsible investments were already well implemented in the western
society. Indeed, US SIF Foundation claimed that one out of every nine US dollars under
professional management in the United States of America was involved in sustainable and
responsible investing, which represented about 3.3 trillion (~10% of the $33.3 trillion under
professional management) (US SIF, 2012).

Since 1995, SRl grew at a compound annual rate of 11% (486% in cumulative terms) until 2016.
This growth was relatively significant knowing that other assets under professional
management in the US grew at a compound annual rate of 9.76% (376% in cumulative terms).
In 2016, the Global Sustainable Investment Alliance stated that there were “522.89 trillion of
assets being professionally managed under responsible investment strategies” in the world
which represented an increase of 25% compared to 2014 (Global Sustainable Investment
Review, 2016).

As of today, as mentioned, in their 2018 report, US SIF claims that SRI represents now $12
trillion, one in four dollars in 2018 compared to one in nine dollars in 2012, of the $46.6 trillion
in total assets under professional management in the United States (US SIF, 2018b).
Therefore, SRI has a major role in the investment as it represents about 25% of the assets
under professional management in the US. This number is likely to further increase over the
next few years. Indeed, in 2012, the growth between 2010 and 2012 was about 22% compared
to a growth of 38% increase over the last two years, 2016-2018 (US SIF, 2018b).

In a nutshell, even if traces of ethical concerns regarding money can be found before
1BC, the turning point for Socially Responsible Investment is the Vietnam War (Sparkes, 2002,
p. 52). Many individuals were reluctant to invest money in companies (in)directly supporting

the war. Therefore, they were eager to invest their money in funds proposing SRI. This keen

1 . .
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interest for SRI has been followed by the events in South Africa. Again, people were not willing
to invest in companies not promoting equal opportunities. Due to South Africa’s concerns,
between 1984 and 1987, the number of American socially responsible investment assets more
than quadrupled, passing from less than $100 billions to more than $400 billions (Sparkes,
2002, p. 53). Since then, the importance and the number of SRI funds skyrocketed. As much
that in 2018, one in four US dollars under professional management in the US is involved in
sustainable and responsible investing, representing about $12 trillion (US SIF, 2018a).
Moreover, SRl is likely to keep growing given that there has been a significant growth over the

last 18 years.

1.1.2 Definition

As mentioned, socially responsible investments (SRI), very often called ethical
investment (El), originally emerged from American religious groups during the 19™ century.
These groups limited their investments to companies which acted according to their morals
(Sparkes, 2001, pp. 194-204). Through the past 50 years, many definitions for ethical
investment and socially responsible investment have emerged (see Table 1). In 2002, Sparkes
mentioned that ethical investment (El) could be replaced by socially responsible investment
as they specify the same type of investment and a recent trend tends to replace El by SRI
(Sparkes, 2002, p. 23). Two years later, Sparkes and Christopher Cowton, agreed that, even
though there are slight differences between the two terms, they could use them similarly as
the differences were not important enough to differentiate them (Sparkes and Cowton, 2004,
p. 52). This thesis will converge to their point of view and will consider use SRI.

As of today, there are no definition of SRI universality accepted. Over the last 40 years, many
authors wrote definitions but none have been accepted as the official one. This may be due

to the lack of regulations on the subject. In order to remain complete, table 1 regroups eight

definitions.
Author SRI definition
Russel Sparkes (1994) “[...] an investment philosophy that combines ethical or

(Sparkes, 2002, p. 22) environmental goals with financial ones [...]”




Lewis et al. (1998) “[...] practice of investing in companies which pass a series of
(Lewis et al., 1998, p. 165) ‘negative’ ethical criteria and satisfy positive ones”
Russel Sparkes (2002) “[...] the construction of equity portfolios whose investment

(Sparkes, 2002, pp. 26-27) objectives combine social, environmental and financial
goals. When practiced by institutional investors this means
attempting to obtain a return on invested capital
approaching that of the overall stock market.”

Cory (2001) “[...] the placement of money in mutual funds, stocks, bonds,
(Cory, 2001, p. 49) securities or other investments that are screened to reflect
ethical, environmental, social, political or moral values.”

Eurosif (2016) “l..] a long-term oriented investment approach, which
integrates ESG factors in the research, analysis and selection
process of securities within an investment portfolio.”

Global Sustainable “A generic term covering sustainable, responsible, socially
Investment Review (2016) responsible, ethical, environmental, social investments and
any other investment process that incorporates

environmental, social and governance issues.”

Statista (2018) “[...] are those which combine investors' financial objectives
with their concerns regarding environmental, social, and
corporate governance (ESG) issues.”

US SIF The forum for “[..] investment discipline that considers environmental,
sustainable and responsible social and corporate governance (ESG) criteria to generate
long-term competitive financial returns and positive societal

investment (2019) impact.”

Table 1: definitions of Socially Responsible Investment

We observe that all definitions converge toward the same meaning even if small
differences persist.
For the rest of this thesis, SRI will be considered according to US SIF latest definition because
it is one of the major company reporting on SRl and its definition is complete: “[...] investment
discipline that considers environmental, social and corporate governance (ESG) criteria to
generate long-term competitive financial returns and positive societal impact.” (US SIF, 2019).
In other words, a socially responsible investment can be defined as an investment placed in a
company following one’s personal beliefs. Therefore, on one hand, investors will be favorable
to invest in companies whose practices and business model align with their ethical principles.

On the other hand, unethical companies, also called sin stock, will be avoided (Investopedia,



2018). The difference between an ethical and an unethical company is very subjective. The
negative and positive criteria, designed to identify sin stocks and best in class will be further

discussed in part 1.3.

1.1.3 Difference between ethical investment, socially responsible investment and impact

investing

As mentioned, ethical investment and socially responsible investment are very often
considered as similar (Sparkes, 2002, pp. 23). Both will process to a screening phase in order
to ban unethical business. Nonetheless, socially responsible investment will be slightly
broader in the banning part. In addition, ethical investment will also go one step further and
take into consideration positive impact made by companies (Qureshi, 2008). Last, Sparkes
differentiates both by stating that ethical investment is not considering the profit while SRI
takes into consideration the return on investment (Sparkes, 2002, p. 22). That being said, as
earlier mentioned, both are often used similarly.

Next, impact investing focuses mainly on the change the investment will make, it is a targeted
investment (Global Sustainable Investment Review, 2016). In this case, the objective is to have
a direct impact on environment or social issues (Sullivan, 2010). As stated by Philip Carey,
impact investment will look at investments which directly help to solve social or
environmental problems (Carey, 2018). It will go further than a simple screening. The objective
is to have an immediate positive social or environmental effect through investing (Faloon and
Laipple, 2018). The other type of investment will only be based on the screening while impact
investing focus on the change. That being said, investors will also expect a return on capital.
In a nutshell, they all seek to minimize their negative impact and to generate a return on
investment capable to cover inflation (Sullivan, 2010). They differ on the screening phase and
on the direct objective.

For the rest of this paper, the scope will be on socially responsible investment.

1.2 The objective of SRI

As mentioned in many definitions such as the one given by US SIF or by Sparkes, the main

objectives are not only to generate high financial return but also to have a positive societal



impact. This is well summarized by Sparkes with his definition “[...] investment objectives
combine social, environmental and financial goals.” (Sparkes, 2002, pp. 26-27). Therefore, SRI
has two goals, on one hand a financial objective and on the other hand a social objective

(Renneboog et al., 2007, p. 33). The latter one will be the scope of this thesis.

1.3 What is considered as unethical/not responsible?

1.3.1 Screening phase

As seen in the definitions in table 1, the essence of socially responsible investment is
to build investment portfolios based on ethical criteria. Indeed, as stated by Sparkes,
“negative screening is the ‘heart’ of SRI” (Sparkes, 2002, p. 69). SRI funds will have to meet
customer’s requirements in term of ethic. Therefore, the selection process is crucial as it will
determine which companies are eligible to SRI and which ones are not (Sparkes, 2002, p. 25).
Many studies have been conducted in order to assess the concerns of most potential investors
such as Cowton in 1992, the NM Conscience Fund in 1993 or more recently Dr. Woodward.
According to Woodward, investors’ requirements are based on three main pillars: people,
animal and the environment (Woodward, 2000). Moreover, studies conducted by Lewis and
McKenzie revealed that investors are also interested in financial return (McKenzie, 2000).
Therefore, the screening process is crucial for SRI funds as investors have different ethical
requirements and most often have financial returns requirements too.

In order to analyze what kind of exclusion and inclusion criteria were retained Sparkes
conducted a study on four companies. Indeed, as mentioned above, the screening phase for
SRI takes into account negative impact and positive impact. Positive impact is also associated
with the term ‘best in class’ which refers to companies performing well according to positive
criteria compared to its industry peers (Louche and Lydenberg, 2006, p. 18). Sparkes studied
four companies, two established for a long time (Calvert Social Investment Fund (US) and
Friends Provident Stewardship Trust (UK) as they are leaders in SRl retail funds) and two more
recent (Citizens Funds (US) and Standard Life’s UK Ethical Fund (UK)). Once the screening
criteria were defined, companies implemented different processes in order to know which
company passes the screening or not. Example of verification processes set in place are: news

researches, external researchers such as KLD and Investor Responsibility Research Center,
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government agencies such as Environmental Protection Agency and the Department of
Defense, NGOs’ point of view, direct contact with concerned companies and the creation of
an independent department whose job is to propose companies meeting the criteria (Sparkes,
2002, pp. 89-114).

The objective of this study, conducted by Sparkes, is to assess if there are criteria common to

each company. Annex 2 displays the results for the four companies.

Based on Sparke’s study, it is interesting to note that there are similarities across
companies. Indeed, as displayed in bold, there are five similarities for negative criteria
(nuclear, weapons, alcohol, tobacco and gambling) and three similarities for positive criteria
(environment, employee relations and community awareness). Therefore, we can conclude
that many screening criteria are similar across the four companies even though some
companies offer additional criteria.

In order to take into account more than four companies, Eurosif conducted a more recent
study in 2016 on the EU-13"in order to assess which exclusive criteria were most often used.
The results display that in 2016, in Europe for the EU-13, the top criteria were respectively:
weapons, tobacco, nuclear energy, pornography, gambling, alcohol, animal testing and
others® (Eurosif, 2016). It is important to distinguish assets that are prohibited by law and
assets prohibited by personal choice. Indeed, many countries, such as for example Belgium
and The Netherlands, prohibits controversial weapons for example. In this study, only assets
prohibited by personal choice were taken into account (Ethix SRI Advisors, 2011).

Jacques Cory states, in his book “Business Ethic: The Ethical Revolution Of Minority
Shareholders” published in 2001, that the most common criteria (positive and negative
screening) for ethical funds are the following: responsibility to local communities, equal
opportunities, education, healthcare, fair approach to customers, suppliers and its employees,

adherence to environmental regulations (including its technology and product sold), operating

! Austria, Belgium, Denmark, Finland, France, Germany, ltaly, Netherlands, Poland, Spain, Sweden,
Switzerland and UK

2 Others include: GMOs, Human rights violations, Corruption, Fur, Unconventional oil and gas,
Hazardous substances, Environmental damage (including biodiversity, climate change, deforestation
and water), Factory farming and High-risk companies (as per internal analysis)
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within countries supporting racial equality, avoiding companies related to tobacco, military
activities and nuclear activities (Cory, 2001, p. 51). Cory goes even one step further as he
claims that in 2001 “96 percent of the US socially screened portfolios avoid tobacco, 86 percent
gambling, 83 percent alcohol, 81 percent do not invest in weapon industries. 79 percent have
an environmental screen, 43 percent human rights, 38 percent labor issues, 23 percent birth
control/abortion, and 15 percent animal welfare.” (Cory, 2001, p. 54). Once again, these
criteria are common to the ones mentioned above.

Next, an analysis, conducted by Lobe and Walkshausl, also reports recurrent criteria for the
screening phase. These criteria are, once again, very similar to the ones reported above such
as adult entertainment, alcohol, animal testing, gambling, nuclear power, tobacco, weapons
(Lobe and Walkshausl, 2016).

Last, as stated in many definition of SR, see table 1, ESG criteria is recurrent. ESG stands for
Environmental, Social and Governance. This acronym is very popular and many companies
within the SRI business build their screening criteria around these three main dimensions. In
Annex 3, US SIF developed common criteria based on the three dimensions: Environmental,

Social and Governance (US SIF, 2018c).

In a nutshell, based on studies conducted by Sparkes, Eurosif, Cory and Lobe and
Walkshausl, we can depict that screening criteria are often similar across companies. Negative
recurrent criteria are nuclear, weapons, alcohol, tobacco and gambling while positive
recurrent criteria are environment, employee relations and community awareness. That being
said, some companies usually offer additional criteria in order to cover broader customer

requirements.

1.4 Major players

As explained in the screening phase section, funds invest, through asset manager, in
companies which fulfill their criteria. As there are many different criteria, SRI funds have the
opportunity to differentiate themselves by focusing on different criteria. In this thesis, seven
funds, selected for their variety of criteria, and their respective top 10 holdings are analyzed

(Divine, 2018).
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First, iShares MSCI KLD 400 Social ETF (DSI) is a fund run by Blackrock, which invest in
American stocks that have been screened for positive environmental, social, and governance
characteristics (ESG). They invest in major companies® such as Microsoft Corp. (7.02%°),
Facebook Class A Inc. (2.97%), Alphabet Inc. Class C/A (Google) (2.97%/2.84%), Verizon
Communication (2.12%), Procter & Gamble (2.05%), Cisco Systems Inc. (2.01%), Intel

Corporation (1.97%), Merck & Co Inc. (1.84%) and Coca-Cola (1.76%) (iShares, 2018a).

Second, SPDR SSGA Gender Diversity Index ETF (SHE) is a fund which invest in large-
cap American companies which have a faire proportion of women in senior position such as
executives and directors. Their top 10 holdings’ include Johnson & Johnson (9.60%), Coca-Cola
(5.08%), Home Depot Inc. (5.03%), Wells Fargo & Company (4.93%), MasterCard Incorporated
Class A (4.43%), PepsiCo Inc. (4.10%), Amgen Inc. (3.28%), Texas Instruments Incorporated
(2.34%), Starbucks Corporation (2.21%), U.S. Bancorp (2.18%) and Caterpillar Inc. (1.94%) (ETF,
2018a).

Next, iShares MSCI USA ESG Select ETF (SUSA) is a fund, relatively similar to DSI and
also run by Blackrock, which also invest in socially responsible American companies,
companies involved in Environmental, Social and Governance (ESG) issues. They especially
exclude tobacco companies. They invest mostly in* Microsoft Corp. (5.38%), Ecolab Inc.
(4.53%), Apple Inc. (3.67%), 3M (3.52%), Accenture PLC Class 1 (3.40%), Alphabet Inc. Class A
(Google) (2.53%), Agilent Technologies Inc. (2.06%), Blackrock Inc. (2.02%), Northern Trust
Corp Trust (1.87%) and Salesforce.com Inc. (1.75%) (iShares, 2018b).

Fourth, iShares MSCI ACWI Low Carbon Target ETF (CRBN) is a low-cost fund, run by
Blackrock, which seeks to invest in companies which are less dependent on fossil fuels. Hence
their holdings are companies with lower carbon emission than their peers, it is a fund focusing

on the environment. Their major holdings’ include Apple Inc. (1.97%), Microsoft Corp.

! As of December 6th, 2018
? portfolio weight (%)

® As of December 7th, 2018
* As of December 6th, 2018
> As of December 6th, 2018
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(1.89%), Amazon Com. Inc. (1.7%), Johnson & Johnson (0.95%), Alphabet Inc. Class A (Google)
(0.82%), JPMorgan Chase & Co. (0.80%), Facebook Class A Inc. (0.79%), Alphabet Inc. Class C
(Google) (0.72%), Pfizer Inc. (0.64%) and UnitedHealth Group Inc. (0.63%) (iShares, 2018c).

Then, SPDR S&P 500 Fossil Fuel Reserves Free ETF (SPYX) is a very recent fund (created
in 2015) which follows the S&P 500 index excluding companies which have fossil fuel
reserves'. They mostly invest in> Microsoft Corporation (3.92%), Apple Inc. (3.82%),
Amazon.com Inc. (3.17%), Berkshire Hathaway Inc. Class B (1.97%), Johnson & Johnson
(1.82%), IPMorgan Chase & Co. (1.72%), Alphabet Inc. Class C (Google) (1.56%), Facebook Inc.
Class A (1.55%), Alphabet Inc. Class A (Google) (1.51%) and UnitedHealth Group Inc. (1.27%)
(ETF, 2018b).

Sixth, Portfolio 21 Global Equity Fund Class R (PORTX) is a mutual fund, run by Trillium
Asset Management, which will invest in companies which are active in environment, social
and governance (ESG) issues. In addition, they will especially avoid companies related to the
fossil fuel exploration or production, to weapons or companies with controversial labor
policies. Their top 10 holdings® are Apple Inc. (2.38%), Alphabet Inc. (Google) (2.12%), TJX
Companies (1.72%), Visa Inc. (1.46%), Adobe Sys Inc. (1.45%), Cisco Systems (1.40%), Intuit
(1.39%), Ecolab Inc. (1.29%), Gilead Sciences Inc. (1.29%) and MSCI Inc. (1.26%) (Trillium,
2018).

Last, TIAA-CREF Social Choice Equity Fund (TICRX) is the largest fund of this list, having
about $3.8 billion assets under management®. This American fund seeks to replicate the Russel
3000 index while giving special attention to environment, social and governance (ESG) criteria.
In addition to these positive criteria, they refuse to invest in typical sin stocks (tobacco,
alcohol, weapons, gambling and nuclear power). Their top 10 portfolio positions are the
following®: Apple Inc. (4.20%), Microsoft Corp. (3.30%), Bank of America Corp. (1.40%),

UnitedHealth Group Inc. (1.40%), Federal Home Loan Bank Discounts Notes (1.30%), Procter

! Defined as crude oil, natural gas and coal
2 As of December 7th, 2018

® As of November 30th, 2018

* As of November 30th, 2019
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& Gamble Co. (1.30%), Cisco Systems Inc. (1.20%), Home Depot Inc. (1.20%), Merck & Co. Inc.
(1.20%) and Intel Corp. (1.10%) (Nuveen, 2018).

To sum up, we can depict that many companies are recurrent even though the analysis
has been conducted on seven different funds with various criteria (ESG, women assertion, low
carbon emissions, S&P 500, Russel 3000 Index). For example, Microsoft Inc., Alphabet Inc.,
Apple are part of the top 10 holdings of five funds while Facebook Class A Inc., Cisco and
United Health are part of three funds. These seven funds will be further studied for the

guantitative analyses.

1.5 SRI around the world

Today, as explained above, many funds propose SRl products. Indeed, the
MorningStar, an investment research company, claims that there are more than 34,000 ethical
funds around the world (MorningStar, 2018c). Moreover, as mentioned above, the very
serious Global Sustainable Investment Review published that in 2016, there were $22.89
trillion of SRI asset under professional management in the world (Global Sustainable
Investment Review, 2016). This represents, in relative terms, 26% of the total assets under
professional management. In order to have a broad overview of SRl in the world, this thesis
will segment actors in three geographic areas: North America, Europe and the rest of the

world. Table 2 displays an overview of SRl assets in the world.

2014 2016 Growth (2014-2016)
United States $6,572 $8,723 32.7%
Canada $729 $1,086 49.0%
Europe $10,775 $12,040 11.7%
Oceania $148 S516 247.5%
Asia (without Japan) $45! $52 15.7%

! Conversion based on exchange rate at year-end of 2013
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Japan $7 $474 6,689.6%"

Total $18,276 $22,890 25.2%

Table 2: SRI assets, in billions, by geographic regions (2014-2016)*

(Global Sustainable Investment Review, 2016)

First, in 2016, there were about $8.72 trillion in SRI assets in the United States (Global
Sustainable Investment Review, 2016). Regarding the number of responsible funds, it
increased a lot over the years passing from 20 ethical funds in 1982 to 1,416 in 2017 (US SIF,
2018b; Cory, 2001, p. 53).

Among all of these funds, the five largest proposing SRl in the US (ranked in terms of total
asset under management) are: Parnassus Core Equity Fund with $15.8 billion assets
(Parnassus Core Equity Fund, 2018) followed by Pax World Balanced Fund with $4.8 billion
(Pax World Fund, 2018), Ariel Fund with $2.3 billion assets (Ariel Fund, 2018), Ariel
Appreciation with $1.6 billion assets (Ariel Appreciation Fund, 2018) and Parnassus Fund with
$0.9 billion assets (Parnassus Fund, 2018; Donovan, 2018).

Regarding Canada, in 2016 there were $1.09 trillion of SRI asset. One of the biggest ethical
fund in Canada is Investors Summa SRI with $0.5 billion assets (Investors Summa SRI Fund,

2018).

Second, Europe is not idle either as ethical funds are well present too. In 2016, SRI
assets reached €12.04 trillion (Global Sustainable Investment Review, 2016). This represents
a tremendous growth knowing that in 2005, there were approximately €1.57 trillion SRI assets
in Europe (Bengtsson, 2008, p. 979). In 2016, 2,413 responsible investing funds were operating
in Europe (Statista, 2018a). Annex 4 displays amount of SRl assets and number of retail funds
for 13 major European countries.

It started in 1984, in the United Kingdom, one of the pioneer country in Europe regarding SRI,
when Charles Jacob created the first ethical fund, Friends Provident Stewardship Fund. As it

has been a success, many other funds followed such as Credit Suisse Fellowship Trust and

! Important growth due to the creation of the first Japanese Stewardship Code in 2015 and better data
collection compared to 2014

2 As of October 31st, 2018
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Abbey Life Ethical Trust (Sparkes, 2002, p. 52). As a result, back in 1999, there were 34 ethical
funds just in the United Kingdom (Cory, 2001, p. 56).

Often forgotten, Scandinavia has also witnessed the emergence of SRI funds. Indeed, in 1965,
in Sweden, the first ethical fund was created, AktieAnsvar Aktiefond. In 2005, in Scandinavia,
there were about €436 billion in assets managed by SRI investors (Bengtsson, 2008, p. 979).
Regarding France, the first French ethical fund, Nouvelle Stratégie Fund, was launched by
Nicole Reille in 1983. Today, France is the biggest actor in SRI in Europe (Vigeo Eiris rating,
2016).

Across Europe, according to Vigeo Eiris the five largest retail funds in 2014 are: BNP Paribas
Mois with €3.6 billion assets, followed by Atout France with €2.3 billion assets, Ofi Trésor ISR
A/l with €2.1 billion assets, BTP Trésorerie with €1.8 billion assets and Stewardship Pension
with €1.8 billion assets (MorningStar, 2018a; Vigeo Eiris rating, 2014).

Third, the rest of the world accounts for less than 10% of all SRI assets in the world
with only slightly more than $1 trillion.
Oceania has more than $515.7 billion in SRI assets. In Australia, 50% of the assets under
professional management is invested in socially responsible investments.
Asia, excluding Japan, has only $52.1 billion in assets invested in SRI, while Japan has, itself,
$473.6 billions.
South America has very recently started to implement SRI. In 2013, the first Latin American
Sustainable Investment Forum (Latin SIF) promoted SRI in many countries such as Columbia,
Argentina, Chile, Mexico and Peru. These five countries are truly starting to implement SRl in
their economies.
In Africa, big economies such as Nigeria, Kenya and South-Africa have also started to

implement SRI but it remains relatively small (Global Sustainable Investment Review, 2016).

To sum up, as illustrated in Figure 1, Europe and the United States account for more
than 90% of all the SRI assets in the world. The number of SRI assets, mostly retrieved from
2016, are most probably, going to increase. Very recently, the US SIF claimed that this number
increased to $12.0 trillion in the US at the end of 2017, representing a 38% growth compared
to 2016 (US SIF, 2018b).
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SRI assets, by geographic regions (2014-2016)

= Europe - 52.6%

= United States - 38.1%

= Canada-4.7%
Oceania - 2.3%

= Japan-2.1%

Figure 1: SRl assets, by geographic regions (2014-2016)

(Global Sustainable Investment Review, 2016)

1.6 Process of ethical investment

1.6.1 Strategies to invest responsibly

Investors who are seeking to invest responsibly can follow two main strategies.

First, they can invest their money in a company (funds or banks) who will re-invest that money
in businesses which successfully pass screening criteria. This strategy, based on SR, is the main
focus on this thesis. In the next section, main actors will be developed.

Secondly, they can invest in publicly traded companies and be a shareholder activist. As of
today, there is no definition of shareholder activism universally accepted. Nonetheless, this
paper aligns on Goranova and Ryan’s definition: “actions taken by shareholders with the
explicit intention of influencing corporations’ policies and practices” (Goranova and Ryan,
2014, p. 1232).

For many years, the primary focus of activist shareholders was to engage in firms in a bad
position and pressure the management to redress their financial situation (Gillan and Starks,
2000, pp. 275-305). That being said, a new kind of shareholder activism has recently emerged.
Nowadays, many companies witness requests regarding the environment. Aware of climate
change, many shareholder activists start to force companies to reduce their negative
externalities regarding the environment and more specifically regarding global warming

(Small, 2018).
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Indeed, over the last few years, the number of firms witnessing activism has significantly
increased. Indeed, Schulte, Roth and Zabel claim, in their Activist Investing 2015 Annual
Review, that in 2014, 344 firms in the world received activist demands. This represents an
increase of 18% as compared to 2013 (Black, 2015). The Wall Street Journal stated that in
2014, for the first time ever, environmental and social issues have accounted for 56% of
shareholder proposals (Chasan, 2014).

Moreover, based on studies conducted by The Conference Board and PWC&Broadridge, the
Harvard Law School stated that in 2016, 70% of the total outstanding US equities are held by
institutional shareholders’ as compared to 6.1% in 1950. This means that, nowadays,
institutional shareholders have an important role to play in terms of responsible investment
(Loop et. al, 2018; The Conference Board, 2010, p. 22; PWC&Broadridge, 2017, p. 2).

As an illustration, in March 2014, following intense pressures from its shareholders, Exxon
published its first carbon risk report ever (ExxonMobil, 2014). This demonstrates that
shareholder activism can have an impact.

Jeanne Martin, senior campaign officer at Shareaction summarizes it well: “Investors are
slowly waking up to the challenge. The last few years have seen some of the world’s largest
investors defying management on climate issues and speaking out about their disappointment

at the lack of companies’ progress in this area” (Small, 2018)

1.6.2 Main actors in SRI

In such a large industry, $22.89 trillion of SRI asset under professional management in
the world, different groups of actors and shareholders with their own characteristics exist
(Global Sustainable Investment Review, 2016). For this analysis, four main groups have been

identified: institutional investors, retail funds, NGOs and the financial industry (see Annex 5).

First, pension funds, mutual funds, insurance companies and bank trusts form the first
group. Institutional investors are major shareholders of publicly listed companies. Indeed, in
2015, their holdings represented on average 26% of shareholders’ equity in Europe (Fancello

and Linciano, 2018). Given their size, they have, very often, an important role to play on the

1 . . .
Pension funds, mutual funds, insurance companies and bank trusts
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corporate governance (Thompson and Davis, 1997, pp. 152-159). Therefore, thanks to many
international agreements, institutional investors can encourage companies to implement
responsible practices. As stated in section 1.1.1, the United Nation Principles for Responsible
Investment (UNPRI) is an agreement which encourage investors to work together in order to
incorporate ESG issues into investment practices (Professional Responsible Investment, 2018).
This is an example among many. Other agreements exist such as the Global Reporting
Initiative (GRI) and the Institutional Investor Group on Climate Change (IIGCC). The Global
Reporting Initiative is an independent international organization which helps companies to
report their impact on major sustainability issues (climate change, human rights, governance
and social well-being) in a standardized manner (Global Reporting Initiative, 2018). The second
one, the Institutional Investor Group on Climate Change is a forum to facilitate the
collaboration between investors on a major issue, the climate change (Institutional Investor
Group on Climate Change, 2018). To sum up, institutional investors supporting these
international agreements can encourage companies to adopt these principles.

Second, individual investors have the possibility to invest in retail funds. This kind of
investment is the best-known category in SRI (Sparkes, 2002, p. 117). That being said, it is also
significantly smaller, in terms of assets allocated to responsible investment, than institutional
investors, 22% for retail funds against 78% for institutional investors in 2015 (Eurosif, 2016,
p.52). Nonetheless, retail funds are growing a lot, passing from 3% in 2013 to 22% in 2015.
Third, as mentioned above, religious organizations had an important role for SRI very early.
They used to select their investments according to moral criteria. Nowadays, other non-profit
organizations are interested in SRI such as human rights activists and environmental NGOs.
Different studies have reported that NGOs have two different roles within SRI (see Annex 6).
First, they can invest and become shareholders and use their shareholders power to directly
influence companies (shareholder activism). Second, they can indirectly influence or
cooperate with companies to promote SRI (Waygood and Wehrmeyer, 2003, pp. 372-385;
Carter and Huby, 2005, pp. 255-272; Guay et al., 2004, p. 132).

Last, the financial industry played an important role as it facilitated the task for responsible
investors. Today, there are a lot of SRI funds, rating organizations specialized in SRI such as
DOW Jones sustainability index and indexes measuring the performance of social funds such
as the Domini Social Index (Cory, 2001, p. 50). Thanks to these facilitators, today, it is relatively

easy to invest in SRI.
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These four main actors form the SRl industry, all have important roles to play (Wagemans et

al., 2013, pp. 236-238)

1.6.3 Internal process of ethical funds

A simplified description of the additional internal process conducted by a responsible
fund, compared to a regular fund, is provided. Two main additional steps are discussed. The
rest of the process is similar to regular funds.

First, the Fund manager or Asset manager will decide in which company to invest according
to ethical (often ESG) criteria. In order to decide in where they will invest, potential targets
are required to provide a report detailing their environment, social and governance
performance. In addition to the provided report, analysts conduct supplementary researches
in order to build a detailed evaluation of the company.

Second, if the company meets the required criteria, shares of the company are purchased. In
addition to an upstream analysis, an ethical committee will ensure that ethical criteria are

being adhered to (Cory, 2001, p. 52).

Overall, we can observe that responsible funds are placing the emphasis on the
selection of companies respecting ethical criteria. First, an external report is required followed
by supplementary analyses. Second, an ethical committee is in charge to ensure that ethical

criteria are well respected within the chosen company.

1.7 Profitability of SRI

As mentioned in many definitions in Table 1, even if the social impact is crucial, financial
returns still remain a requirement. Therefore, one question comes back in many articles; are

SRI profitable? If yes, are they as profitable as “traditional” investment?

To that question, opinions diverge. Nonetheless, a large majority of reliable articles claim
that yes, socially responsible investments are, at least, as profitable as regular investments if
not more. Examples of these studies are the following: Statman (2000) and Managi et al.

(2012). On the other hand, other ones, like the one conducted by Schréder (2006), state that
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major SRl indices bear higher risk than their peers. Others have gone one step further as they
suggest actions responsible firms should follow to outperform traditional firms. For example,
a study, published in the Harvard Business School Working Paper, conducted by three students
(Khan, Mozaffar and Serafeim) reported that firms focusing on material sustainability issues
will outperform firms which do not in the future (Khan et al., 2015). A closer look at a very

complete and detailed study is made in this thesis.

The focus will be placed on an analysis, conducted by RBC Global Asset Management,
which displayed insightful results (RBC Global Asset Manager, 2012).
To start, it mentions that opponents of SRI argue that responsible investments should deliver
lower investment returns since the number of investment opportunities is lower. This
argumentation is related to the modern portfolio theory stating that portfolio with a larger
number of companies will have higher expected returns and/or lower expected volatility
(Edwin et al., 1997). On the opposite, SRI advocates claim that benefits from the integration
of responsible companies offset the loss due to less investment opportunities. Therefore, in
order to verify these theoretical arguments, RBC conducted a quantitative study in four ways:
“comparing the performance of SRl indices with traditional indices, comparing the
performance of SRI funds with traditional investment funds/indices, creating hypothetical
portfolios of companies ranked highly against ESG factors and comparing their performance
with lower-ranked companies and finally, comparing the financial performance of companies
that score highly on measures of corporate social performance with those that do not.” (RBC

Global Asset Manager, 2012). The outcomes of these analyses are the following:

e Index comparisons: In this section, many SRI indices® (such as the Domini 400 Social
Index now renamed the MSCI KLD 400 Social Index (MSCI, 2018a), the MSCI North
American ESG Total Return Index (MSCI, 2018b), Dow Jones Sustainability North
American Index (RobecoSam, 2018) ...) have been compared to “traditional” indices
such as the S&P 500 over a long period (1990-2012). The result is that SRl indices have

slightly outperformed traditional ones (graphics display on Annex 7). That being said,

! For a complete overview of socially responsible indices refer to the paper: “Vice vs virtue investing
around the world” (Lobe and Walkshausl, 2016)
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small differences (positive and negative) can be witnessed over short periods. This
outcome cannot certify that SRI is more performant than traditional ones because of
micro-trends such as industry trends (for example, the tech bubble in the late ‘90s).
Nonetheless, many studies, including the one conducted by RBC, concluded that there
is little or no difference on the long term in terms of performance.

e Mutual Fund comparison: a comparison, between SRI mutual funds and traditional
mutual funds, has been conducted to determine if SRI investments results in lower
returns. The conclusion is that evidences to certify that SRI funds underperform or
outperform traditional funds are too limited®. However, a clear relationship between
return and screening intensity has been highlighted by Barnett and Salomon in 2002.
Indeed, the risk adjusted return first decreases as the number of screens increases and
then it increases again as the number of screens keeps increasing (see Annex 8).

e Comparison between performance of high-ranked socially responsible companies and
low-ranked socially responsible companies: in this section, the study focuses on four
main studies” which all state that portfolio containing companies with good ratings in
term of eco-efficiency outperformed other companies.

e Corporate social performance: the objective is to determine if companies integrating
corporate social responsibility (CSR) in their business deliver higher financial
performance than those which do not integrate CSR. Once again, the analysis
summarizes many other studies conducted on this topic and cannot draw any strong
conclusion as results are unclear. However, one study conducted by Orlitzky, Schmidt
and Rynes in 2003 displayed that integrating CSR does provide higher financial

performance.

To sum up, the analysis conducted by RBC Asset Management is based on internal analysis
(first two points) and other external analyses (last two points) and the main conclusion is that
socially responsible investments do not lead to lower investment returns. On the contrary, in
certain case they do, very slightly, outperformed traditional investments. Therefore,

responsible investors can invest in SRI without renouncing to financial benefits.

'Due to a small sample, a lack of long-term data...
?Blank and Daniel (2002), Derwell et al. (2005), Statman and Glushkov (2009) and Guenster et al. (2011)
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As a conclusion, this paper will align on the outcomes of the study conducted by RBC Asset
Management. Investing in SRI will not force investors to lose financial returns compared to
traditional investments. Studies have proved that SRI performs, at least, as well as traditional

ones. Therefore, investors can link SRI and financial returns.

To cut a long story short, now that SRI has been well defined and studied and that studies
have proved they are at least as profitable as traditional investments, one questions remain
unanswered. Are benefiting companies advantaged compared to ineligible ones? The next
two parts (Part Il and Part Ill) will try to answer this research question through several

analyses.
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Part ll: Analyses set up and hypotheses

Chapter 2: Hypotheses

2.1 Main hypothesis

In this second part, analyses will be conducted in order to answer the research
guestion. The question will be positively answered if analyses verify one main hypothesis. The
suggested principal hypothesis is the following: due to the rise of Socially Responsible
Investment, companies having access to SRI, benefiting companies, are positively affected and
on the contrary, ineligible companies are disadvantaged by this recent trend.

The term affected can encompass several meanings. In this context, only financial
consequences will be directly considered as other effects are extremely difficult to quantify
(ex: reputation). Nonetheless, qualitative aspects will indirectly be reflected in quantitative
variables even though they are not real numbers. For example, a scandal or controversy which
would negatively affect a company’s reputation (qualitative aspect) would be translated in a
higher cost of capital (quantitative) as company is riskier for investors, a decrease in revenue
(quantitative) as reflecting fewer customers and a decrease in share price (quantitative) as
reflecting negative expectations by investors. In a nutshell, quantifying a company’s
reputation is extremely difficult, but it is likely reflected on other variables such as WACC,
revenue or share price evolution which are likely affected by a company’s reputation.
Indeed, as defined in the previous chapter, SRl is, by definition, only for companies passing
the screening phase. Therefore, benefiting companies should be advantaged by SRI compared
to companies which do not meet the screening criteria.

If this hypothesis is verified through different analyses, the research question would be
positively answered. On the opposite, the following analyses could reveal no relation between

companies’ financial performance and the eligibility to SRI.

Main hypothesis: “Companies having access to Socially Responsible Investment,
benefiting companies, are positively affected and on the contrary, ineligible companies are

disadvantaged by the rise of SRI”.
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2.2 Sub-hypotheses

In order to verify the main hypothesis, numerous analyses will be conducted. These
analyses rely on five sub-hypotheses, corresponding to the five analyzed variables. If the
choice of variables is explained in detail in the third chapter, hypotheses underlying each
variable are briefly explained in this chapter.

The first selected variable is the WACC. In this case, the sub-hypothesis is that companies
having access to SRI should have a lower weighted average cost of capital compared to
ineligible companies. Indeed, companies having access to SRI should be less risky, be able to

increase their debt which is cheaper than equity and have access to more capital.

- Sub-hypothesis 1: “Companies having access to SRl should have a lower weighted
average cost of capital (WACC) growth compared to ineligible companies”
Second, the research and development expenses should increase more for benefiting
companies than ineligible companies as they have access to larger amount of capital and
should be more stable from a financial point of view. Indeed, companies having access to SRI
are supposed to be less risky and have access to larger amount of capital influencing their
access to additional capital which can be invested in R&D.
- Sub-hypothesis 2: “Companies having access to SRI should have a higher R&D expense
growth compared to ineligible companies”
Third, companies having access to SRI should have a higher share price growth compared to
ineligible companies. Indeed, companies having access to SRI should be less risky and have a
lower cost of capital and thus have lower value-creation threshold.
- Sub-hypothesis 3: “Companies having access to SRI should have a higher share price
growth compared to ineligible companies”
Fourth, companies having access to SRI should have a higher debt-to equity ratio compared
to ineligible companies. Indeed, companies having access to SRI should have access to large
amount of capital which will allow them to increase their amount of debt and decrease their
amount of equity as the financial system seek to increase their SRI-compatible balance sheet.
- Sub-hypothesis 4: “Companies having access to SRI should have a higher Debt-to-

Equity ratio growth compared to ineligible companies”

! Including through recently-introduced “green factor” in RWA calculations
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Last, companies having access to SRI should have a higher revenue compared to ineligible
companies. Indeed, companies having access to SRI should have access to large amount of
capital which will allow them to invest it to attract customers and to invest it to responsible
projects aiming at attracting new SRI-conscious customers and retaining them.

- Sub-hypothesis 5: “Companies having access to SRl should have a higher revenue

growth compared to ineligible companies”

Overall, these five sub-hypotheses have been designed to support the main hypothesis.
Companies will be tested on variables linked to sub-hypotheses, which in the end, will assess
the veracity of the main hypothesis: “Companies having access to Socially Responsible
Investment, benefiting companies, are positively affected and on the contrary, ineligible

companies are disadvantaged by the rise of SRI".

Chapter 3: Variables choices

In this chapter, five dimensions will be assessed. Indeed, in order to test the hypothesis
that benefiting companies benefit from SRI and ineligible companies suffer from the SRl trend,

five variables have been selected. Each will be discussed and justified.

3.1 Weighted Average Cost of Capital (WACC)

3.1.1 Definition

The Weighted Average Cost of Capital, often abbreviated to WACC, is defined as the
return expected by capital (both equity and debt) providers. Indeed, those who provide capital
will be looking for a return level commensurate with the risks to expected performance and
growth thereof (Gallo, 2015). This expected return is the cost of capital. The Corporate Finance
Institute confirms this definition by defining it as the cost of all sources of capital for a
company. This calculation is based on the proportion of equity and debt the company employs
(Corporate Finance Institute, 2019a). It is expressed in percentage as it represents the interest

to be paid for every dollar invested (capital employed) (Gurufocus, 2019c).
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3.1.2 Calculation method

The WACC can be calculated as the cost of debt plus the cost of equity, weighted
according to their proportion. Preferred stocks are also taken into account for companies that
issued some (Corporate Finance Institute, 2019a).

The mathematical formula is the following:
WACC = Cost of Equity * % of Equity + Cost of Debt * % of Debt * (1 — Tax Rate)

or

WACC = (E/V * Re) + ((D/V * Rd) * (1 —=T)) where
E = Value of Equity

D = Value of Debt

V = Value of Total Capital (E + D)

Re = Cost of Equity (Re= RF! + [32 * (Rm3-Rf))

Rd = Cost of Debt

T =Tax Rate

Table 3: WACC formulas

(Corporate Finance Institute, 2019a)

3.1.3 Justification

The first selected variable is the WACC. This dimension is relevant for four main
reasons.
First, the cost of capital of SRI-eligible companies should, in theory, be lower than for other
companies. As mentioned by Yannick Ouaknine, an expert research analyst in SRI at Société
Générale, during an insightful meeting about SRl in March, benefiting companies are expected
to be less risky than others for two reasons: (i) they are less likely to be exposed to litigations
(fines, penalties, scandals, reputation issues...) compared to ineligible companies. Over the
last few years, many companies faced important fines such as Volkswagen in 2016 ($14.7

billion) or BP in 2010 ($54.6 billion) (Isidore, Goldman, 2016). (ii) a very complete study

! Risk Free interest rate

2 Beta as a measure of the relative volatility of a given security to the market — a measure of the risk
relative to market

3 Equity market return rare
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published by University of Oxford and Arabesque Partners supports Ouaknine’s second point:
integrating ESG into their business strategy and processes, which benefiting companies do,
leads to superior operational and financial performance. As a result, a company which
integrates ESG criteria is less risky as it is more likely to deliver higher performance (Clark et
al., 2015).

Second, companies having access to capital provided by SRI credit funds will be able to
increase their debt and, if needed, lower their relative reliance on equity. Overall, this will
decrease their cost of capital as debt is, typically, cheaper than equity (Berman and Knight,
2009). This will further be analyzed in the fourth variable section (3.4 Debt to Equity ratio).
Third, the WACC is a relevant driver for companies’ over or under performance. This first
variable is crucial for any companies: the lower the WACC, the better. Indeed, companies will
mostly undertake projects which will deliver a return on investment which is higher than the
WACC. Therefore, companies benefiting from a low cost of capital will be able to start more
projects as the return on investment can be lower or to realize higher profits given the same
projects (Gallo, 2015).

Last, as SRI rose over the last few years, benefiting companies have access to more capital
than ineligible companies as the latter ones do not pass the screening criteria. As a result,
capital supply is lower for ineligible companies compared to benefiting ones and capital should
therefore, all things equal, be costlier. That being said, as mentioned by C. Dumas in an
interview conducted during this thesis (see section Interview in the Annex), this hypothesis is
true for efficient markets. However, it is not sure that it is indeed the case in real markets. This

last hypothesis will have to be taken into account at the end of the analysis.

To summarize, the WACC is a crucial variable to estimate a company’s performance as
it is a main driver in terms of return on investment and in terms of financial performance. It is
also expected to be lower for benefiting companies than for ineligible companies as benefiting
companies are less risky. Indeed, the probability they get involved in a scandal is lower and
studies claim that ESG integration leads to higher performance. Moreover, as the capital
supply is lower for ineligible companies, it should also be costlier. To cut a long story short,

benefiting companies should, in theory, have a lower WACC than ineligible companies.
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3.2 Research & Development Expense (R&D)

3.2.1 Definition

Research & Development (R&D) expense is the yearly budget spent to develop new
products or services. This spending is considered as an expense or as a cost as it is directly
deducted from the revenue every year. That being said, some argue that R&D expense is not
a simple cost but rather an investment (YCharts, 2019b). As mentioned, companies spend
money in R&D to create new products but it is not only about new products. It is also to

improve existing products, processes or services (Bronwyn, 2006).

3.2.2 Calculation

Research and Development expense is deducted every year, as a regular cost, from the

revenue. It is the sum of all investments made along the year in R&D".

3.2.3 Justification

There are two main reasons why R&D expense is the second variable selected for this
paper.
First, R&D expense is a good indicator in terms of financial stability for companies in
competitive industries. Indeed, only companies with a healthy financial situation will be able
to spend money in R&D. As mentioned, R&D’s purpose is mainly to create new products or
services. By definition, in the short-term, companies can avoid this spending. Therefore, only
companies in a good financial situation will be keen to highly invest in R&D.
Second, it can mobilize a significant part of a company’s capital. Indeed, R&D can be very
expensive and can require important investments with expected benefits delayed in time.
Therefore, it is a good indicator to assess if companies have capital to invest. In theory,

companies which have access to cheap and important amount of capital will be keen to invest

! We use this simplifying assumption that IFRS allow, is some cases, the capitalization of R&D expenses.
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it. On the contrary, companies with little and expensive access to capital will be reluctant or
unable to invest too much in R&D.

To summarize, R&D expense has been selected for two reasons. It will determine if companies
are in a good financial position and if they have access to cheap and large amount of capital.
As a result, benefiting companies should have an important R&D expense, compared to

ineligible companies, as they have access to more and cheaper capital.

3.3 Share price

3.3.1 Definition

A share price is the price at which a common share of a company can be traded on
stock exchanges. A share price index displays how the price of a stock evolves over time. It is

very common to see share price indexes on a chart on a monthly or yearly scale (OECD, 2019).

3.3.2 Calculation

The share price does not have to be calculated as it is publicly available on most
platforms such as Bloomberg, MarketWatch or the London Stock Exchange. Share prices
evolve everyday based on supply and demand. Determinants of the supply and demand are
guite complex but one simplifying principal theory is often cited. This theory suggests that the
prices evolve according to investors’ assessment of the company’s current values versus its
prospects. That being said, the price of a share does not only reflect the present but also the
future expectation of investors regarding the company’s performance. Expectations are
mostly influenced by earnings of the company (Bloomberg Professional Services, 2015).

In summary, it is very difficult to determine a share price and many have tried to predict their

behavior but it remains very volatile (Desjardins Online Brokerage, 2019).

3.3.3 Justification

As mentioned in the above, determinants of a share price are multiple. Therefore,

variables affected by SRl are taken into account in the share price. As a result, the evolution
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of the share price should reflect these effects. For example, companies benefiting of large and
cheap capitals should witness a growth of their share price. The same reflection can be
transposed to R&D. Companies which massively invested in R&D have high probabilities to
generate higher revenues in the future and therefore, their share price should be growing.
Last, companies which incorporate ESG factors within their business model are less likely to
face scandals, fines or penalties. As a result, they are less risky and investors will value it well
and have better expectations. Indeed, companies affected by scandals will witness a decrease
of their share price.

In a nutshell, since the amount of SRI skyrocketed over the last five years, a growing share
price should be observed for benefiting companies and a stable or lower increase for ineligible

companies (US SIF, 2018b).

3.4 Debt-to-Equity ratio

3.4.1 Definition

The Debt-to-Equity ratio, often called the risk ratio, calculates the weight of all the
debts compared to the Equity. This illustrates the structure of a company’s capital.
A high ratio means that the company has more debt than equity. This is positive for two main
reasons. First, debt is usually cheaper than equity so it will lower the WACC. Second, it will
allow the company to maximize its return on equity as the amount on equity is small. That
being said, companies do not want to have a too high ratio as a very high ratio will increase

the cost of debt (Corporate Finance Institutes, 2019c).

3.4.2 Calculation

The formula for this ratio is relatively straightforward. It is the Total Debt of the
company divided by the Equity (Corporate Finance Institutes, 2019c).

The mathematical formula is the following:
Debt-to-Equity Ratio = (St D + Lt D + Fixed payment obligation) / Shareholders Equity where

St D = Short Term Debt
Lt D= Long Term Debt

Table 4: Debt-to-Equity ratio formulas
(Corporate Finance Institute, 2019c)
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3.4.3 Justification

This ratio is relevant for the following analyses for especially two main reasons.
First, as explained for the WACC, benefiting companies will have access to large capital due to
SRI. As a result, they can have relatively high debt and low equity since debt is cheaper than
equity. A high ratio is expected for benefiting companies and a low ratio for ineligible
companies.
In addition, a high ratio would imply good return on equity (ROE) as their will be few equities
in this company. It will allow to determine if the company is in a good position or not. Only

companies which provide high ROE can survive on the long term (Damodaran, 2007, pp. 1-6).

3.5 Revenue

3.5.1 Definition

The revenue is the amount of money received for all goods sold and/or services
provided. Revenue is recorded when the buyer becomes the owner (in terms of risk and
benefits) of the good or when the service has been provided (Corporate Finance Institutes,
2019b). There are two types of revenue. First, the operating revenue comes from the core
business of a company. Then, the non-operating revenue describes the revenue received from
activities which are not directly related to the main business such as interest revenue from a
non-financial company or rent revenue for a non-real estate company (Corporate Finance

Institutes, 2019e).

3.5.2 Calculation

The revenue formula is relatively simple as it is the sum of all goods sold or services
provided times the price charged (Corporate Finance Institutes, 2019b).

The mathematical formula is the following:
Revenue = Number of units sold * units average price
or
Revenue = Number of services provided * services average price
Table 5: Revenue formulas
(Corporate Finance Institute, 2019b).
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3.5.3 Justification

Revenue is relevant for the following analyses for especially three main reasons.

First, it is an important variable when assessing the situation of a company. Indeed, it is its
primary source of income. It occupies a fundamental role in the firm’s profitability. A company
which manages to increase its sales will usually, unless there is a significant price decrease,
observe a revenue increase. Increasing its revenue is one way to increase its profitability.
Second, companies having access to SRI will have access to more capitals and therefore, be
able to invest it. These investments (such as marketing and number of points of sales) could
be reflected in a revenue increase due to an increase in the number of sales.

Third, companies benefitting from SRl have more capital to invest in development of
responsible projects and hence, they become even more sustainable. In the meantime,
customers are more interested in sustainable companies since sustainability has become a
mega trend (Gailly, 2018, p.8). As a result, it will attract new SRI-conscious customers and

satisfy existing ones which will keep buying their products which will increase their revenue.

In a nutshell, these five variables (WACC, R&D expense, Share price, Debt to Equity
ratio and Revenue) are pertinent for the reasons mentioned above. It is a deliberate choice to
not take into account too many variables (it would complicate the individual analyses and the
model would become very complex) or too few variables (exceptions would have a heavy
weight in the model and there would be a lack of diversity of factors). These five variables take
into account different factors such as the cost of capital, the structure of the capital, the
financial health and risk of each companies without being too complex either. Other variables
could have been chosen such as reputation, customer satisfaction or expenses on ESG projects
but availability of data is crucial for the analyses. Data for these five variables will be collected

for each selected company for the past five years (2014-2018) as SRI boomed since 2014.
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Chapter 4: Company choices

In order to test the hypothesis stated in chapter 2, a total of 60 companies, 10
benefiting and 10 ineligible companies, in three main industries have been selected. The

choice of these companies and industries will be justified within this chapter.

4.1 Industry selection

Comparing companies across industries does not make sense as each industry has its
own characteristics. Indeed, the results would be biased due to industry characteristics. For
example, the health care industry is well known for investing a lot of money in R&D even
though the time it takes to market products is very long (often more than 10 years) (Dimasi et
al., 1995, p.202). In addition, as mentioned earlier, some industries follow micro-trends such
as the tech bubble in the late ‘90s for the tech industry.

Therefore, three main industries will be studied (Technology, Health care and Consumer
goods and services). Each of them has been selected for specific reasons which will be detailed
in the following paragraphs. The main one is that within the nine funds studied (selection of
these nine funds explained in section 4.2), these three industries are the most represented (in
terms of weight (%)) in their portfolios (these three selected industries occupy 4 times the top
3, three times the top 4 and twice the top 5) (see table 6 for sector’s weight for each fund).

An industry will be defined according to the Industry Classification Benchmark by FTSE Russel.
The ICB identifies ten main industries (Oil & Gas, Basic Materials, Industrials, Consumer Goods,
Health Care, Consumer Services, Telecommunications, Utilities, Financials and Technology)

(Ich, 2019).

4.1.1 Technology Industry

To begin, the tech industry has been chosen for two main reasons.
First, this industry is quite recent compared to other industries such as clothing, food or
energy. That being said, it is also the fastest growing industry in the world for the past few

years. As much as today, the two biggest companies in terms of market value (Apple and
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Amazon) in the world are part of this relatively young industry (Statista, 2019). As a result,
given its size and role, it would be difficult to neglect such an important industry.

Second, companies competing in this industry are by nature, relatively good companies in
terms of SRI. For example, compared to the energy industry, they do not exploit coal or oil
which is, in essence, bad in terms of SRI. As depicted in chapter 1, in the major player analysis,
major funds invest mostly in companies competing in the technology industry such as
Microsoft Inc., Alphabet Inc., Apple or Facebook Class A Inc..

Therefore, it is interesting to study these companies as they can distinguish themselves, not
in terms of environment externalities but more in terms the social and governance (ESG)

factors. This will lead to more diverse criteria then just criteria based on the environment.

4.1.2 Health Care Industry

Next, the health care industry is a particular industry given, as mentioned, its long-
term investments in R&D and long-term products validation process.
Given these two factors, it is interesting to study how companies behave on the short term
while they have very long-term investment (R&D) and returns. Indeed, their effects on ESG
are immediate while their investments and returns on investment are long-term (Dimasi et
al., 1995, p. 202).
In addition, companies have to validate their products. These products pass through
numerous testing phases to make sure the expected effects are displayed. For example, a
common practice to test products for these companies, which would not meet the SRI
principles, is animal testing (Bailey and Balls, 2019). Testing drugs is crucial as side effects
could affect the patient’s health and, as a consequence the firm’s reputation. Indeed, health
care companies could be exposed to scandals as their goal is to cure ills and not make people
sicker. For examples, in 2013, a weight-loss drug produced by a large French pharmaceutical
company killed at least 500 people (Chrisafis, 2013). It is interesting to see how health care
companies deal with animal testing (part of the negative screening criteria) and potential

scandals.
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4.1.3 Consumer Goods and Services

Last, the consumer goods and services industry is an industry established for a very
long time now. It is present everywhere and people use its products/services in their daily life.
Again, the choice to select this industry has been based on two main reasons.

First, this industry has been, over the past few years, exposed to worldwide scandals regarding
working conditions, child labor, slavery... Therefore, companies had to react and change their
supply chain. It is interesting to study the ones which have positively adapted their behaviors
and the ones which have not. For example, according to Forbes, child labor is still present
within the clothes sector which is part of the consumer goods industry (Webb, 2016).
Second, it is an industry which has a worldwide presence and influence over a very large part
of the population. It is one of the largest industry with sales of $14 trillion in 2015 only for the
consumer goods industry according to McKinsey (Hirose et al., 2015).

As a result, positive changes within the consumer good industry would have significant effects
on the world. Pressure from SRI could force these companies to evolve and therefore, make
our world a better place on the long-term. The potential positive effects of SRI on this large

industry are tremendous.

4.2 Company selection

In this section, the companies’ selection is explained. Indeed, 30 companies having
access to SRl (benefiting companies) and 30 ineligible companies in the three mentioned

industries have been selected to pass several analyses based on the 5 selected variables.

4.2.1 Benefiting companies

On one hand, companies having access to SRI will be selected according to a strict
methodology built around three phases (funds’ portfolio, ESG rating and asset weight).
First, each selected company must appear in major SRI funds holdings as only companies
having access to SRl are selected. Indeed, best socially responsible funds such as iShares MSCI
KLD 400 Social ETF, iShares MSCI ACWI Low Carbon Target ETF, iShares MSCI USA ESG Select

ETF, Parnassus Endeavor Fund Investor Shares 1, Portfolio 21 Global Equity Fund,
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SPDR S&P 500 Fossil Fuel Reserves Free ETF, SPDR SSGA Gender Diversity Index ETF, TIAA-
CREF Social Choice Equity Fund and Vanguard FTSE Social Index Fund having holdings in
numerous companies have been chosen for this selection (U.S. News, 2019; Horvath, 2018).
Only companies, classified by industry, figuring in holdings of minimum 5 funds amount the
nine above will be selected (see Annex 9). Indeed, if companies figure in holdings of 5 or more
funds, they, by definition, have access to SRI.

These nine funds have been selected as they have different profiles in terms of size, purpose,
criteria and portfolio. First, in terms of net assets, Vanguard FTSE Social Index Fund, and TIAA-
CREF Social Choice Equity Fund have, respectively, more than $5.3 billion' and $4.4 billion in
net assets” while SPDR SSGA Gender Diversity Index ETF has less than $0.3 billion® in net assets
(Vanguard, 2019; Nuveen, 2019; State Street SPDR, 2019b). Next, the funds vary in terms of
purpose and criteria. Indeed, some funds focus on the fossil fuel free companies (for example,
based on the S&P 500 Fossil Fuel Free Index), on companies focusing on gender diversity
(based on SSGA Gender Diversity index), on responsible US companies (general ESG criteria),
on companies with a low carbon exposure, on tobacco free companies and on companies

respecting general ESG criteria (see table 6).

Net Asset

Weight (¢
Funds Value Purpose/Criteria e:ﬁdugt/:) per
($ billion)® 4
. Companies with low carbon
iShares MSCI ACWI Low Tech: 16%

0.5 exposure (excluding

) o Health care: 11%
companies with important

Carbon Target ETF (iShares,

2019a) Consumer: 19%
carbon exposure)
Tech: 279
iShares MSCI KLD 400 1.4 Responsible US companies e %
Social ETF (iShares, 2019b) ' (general ESG criteria) Health care: 11%
’ g Consumer: 16%
. 0,
iShares MSCI USA ESG 1.0 Responsible US companies Lee(:l]t.hzizﬁe' 13%
Select ETF (iShares, 2019c) (excluding tobacco) S

Consumer: 16%

! As of March 31st, 2019

2 As of April 30th, 2019

® As of April 26th, 209

* At the latest of March 31st, 2019
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Parnassus Endeavor Fund

Responsible companies

Tech: 40%

Fund (Vanguard, 2019)

(general ESG factors)

Investor Shares (Parnassus, 4.2" (excluding companies using | Health care: 20%
2019)* fuel) Consumer: 12%
Portfolio 21 Global Equity 05 Environr_nentally re_sponsible Tech: 18% o
Fund (Trillium, 2019) compan!es (e>_<c|ud|ng Health care: 13%
companies using fuel) Consumer: 18%
SPDR S&P 500 Fossil Fuel Fossil fuel free companies Tech: 23%
Reserves Free ETF (State 0.4 (based on the S&P 500 Fossil | Health care: 15%
Street SPDR, 2019a) Fuel Free Index) Consumer: 22%
SPDR SSGA Gender Companies with gender Tech: 15%
Diversity Index ETF (State 0.3 diversity (based on SSGA Health care: 18%
Street SPDR, 2019b) Gender Diversity index) Consumer: 26%
TIAA-CREF Social Choice . . Tech: 22%
Equity Fund (Nuveen, 4.4 Responsible cornpa.\mes Health care: 14%
2019) (general ESG criteria) Consumer: 15%
Vanguard FTSE Social Index 53 Responsible companies Tech: 28%

Health care: 17%
Consumer: 8%

Table 6: Nine selected funds and their characteristics (NAV, Purpose and sector wieght)

Second, only companies with a good ESG rating, provided by Sustainalytics, will be selected

(see Annex 9). Sustainalytics, as mentioned by C. Dumas in an interview (see interview at the

end of Annex), is an independent firm rating more than 9,000 companies based on ESG criteria

(Sustainalytics, 2019c). Companies with a high score (maximum 100) are very good in ESG and,

on the opposite, companies with a low score (minimum 0) are bad in ESG. This rating is very

reliable and used by many investors. In addition, they have closed various partnerships such

as with the MorningStar, FTSE Russel and Harvard Business Review. They are also part of the

UNPRI and USSIF (Sustainalytics, 2019a). The ESG rating available on the MorningStar comes

from Sustainalytics. They explain in details the methodology used by Sustainalytics which is

based on ESG score and controversy score. Indeed, to obtain the overall score, the controversy

score is deducted to the ESG score.

The mathematical formula is the following (MorningStar, 2018b):

Portfolio Sustainability Score = Portfolio ESG Score — Portfolio Controversy Deduction

Table 7: Sustainability Score formula

(MorningStar, 2018b)

! Not too detailed as only access to top 27 holdings

2 As of April 30th, 2015
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Therefore, benefiting companies have a high ESG score and a low controversy score
(MorningStar, 2018b). Only companies with a Sustainalytics score of 70 or more have been
selected. The list of companies with the Sustainalytics score is available on Bloomberg
(Sustainalytics, 2019b). In this case, a list of 1,666 worldwide companies with their respective
Sustainalytics score has been overlooked on Bloomberg. This list has been discussed with
Yannick Ouaknine, an expert in SRI at Société Générale, during a video conference conducted
in March.

Third, companies with the highest weight (%) in funds’ portfolio in terms of assets have been

selected.

Overall, only companies passing these three criteria have been selected in order to

make sure they have access to SRl and are good in ESG (see Annex 9).

4.2.2 Ineligible companies

On the other hand, companies which have not access to SR, ineligible companies, have
been also selected on the basis of three distinct criteria (ESG rating, funds’ portfolio and size).
First, on the contrary of benefiting selected firms, ineligible selected companies must have a
low Sustainalytics score. Indeed, here, the analysis will be conducted on companies which do
not have access to SRI. As for benefiting companies, the Sustainalytics ratings has been used
(see Annex 10). Only companies with a score of 50 of lower have been selected (three
exceptions have been made for the technology industry due to a lack of companies with a
score lower than 50. Hence, three companies have a score of 57, 61 and 62 — still lower than
70, the limit for benefiting companies).

Second, the selected companies must not have access to any Socially Responsible Investments
as the analysis will compare companies having access to SRI to companies which do not.
Therefore, the selected companies must appear at maximum once in any of the nine finds’
portfolio mentioned above (see table 6) with a weight of less than 1%. Indeed, some
companies have access to a very low amount of SRI (less than 1%) which is negligible.

Last, selected companies having access to SRl are large multinationals companies. Therefore,
ineligible companies must also be large multinationals. Indeed, comparing companies with

important size differences could affect results. All of the benefiting selected company have a
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market cap of over $1B' (YCharts, 2019b). As a result, the last criterion is that ineligible

selected companies must have also a market cap of at least, S1B.

Overall, only companies passing these three other criteria have been selected in order

to make sure they have not access to SRl and are bad in ESG (see Annex 10).

4.2.3 Selection

4.2.3.1 Technology industry

4.2.3.1.1 Benefiting companies

The ten biggest companies, in terms of weight (%), present in at least 5 portfolios out
of the nine studied have been selected (Alphabet Inc Class A (present in at least 8 portfolios),
Accenture Plc Class A, Apple Inc., Cisco Systems Inc. and Microsoft Corp. (present in at least 7
portfolios), Intel Corp., MasterCard Inc. Class A and Oracle Corp. (present in at least 6
portfolios), Facebook Class A Inc. and Visa Inc. Class A (present in at least 5 portfolios)? (see

Annex9).

Ten benefiting selected companies:

- Accenture Plc Class A (ACN)

- Alphabet Inc. Class A (GOOGL)
- Apple Inc. (AAPL)

- Cisco Systems Inc. (CSCO)

- Facebook Class A Inc. (FB)

- Intel Corp. (INTC)

- MasterCard Inc. Class A (MA)
- Oracle Corp. (ORCL)

- Microsoft Corp. (MSFT)

- VisaInc. Class A (V)

! As of May 6th, 2019
2 As of April 26th, 2019
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4.2.3.1.2 Ineligible companies

As explain above, in order to be selected, ineligible companies must meet three criteria
(low Sustainalytics score, appear in maximum one portfolio out of the nine and have a
minimum market cap of one billion dollars) (YCharts, 2019a). In this case, the ten ineligible
selected companies meet these criteria as they all have a Sustainalytics score lower than 65,
4 appear in one portfolio while the six remaining do not appear at all and the lowest market

cap among the ten companies is FireEye Systems Inc. with $3.32B (see table 10).

Ten ineligible selected companies:

- Avnet Inc. (AVT)

- CGlInc. (GIB)

- Constellation Software Inc.* (CSU)

- FireEye Inc. (FEYE)

- Flir Systems Inc. (FLIR)

- KBRInc. (KBR)

- Nuance Communications Inc. (NUAN)
- Open Text Corp. (OTEX)

- Sabre Corp. (SABR)

- Tableau Software Inc. (DATA)

4.2.3.2 Health care industry

4.2.3.2.1 Benefiting companies

Again, the ten biggest companies, in terms of weight (%), present in at least 5 portfolios
out of the nine studied have been selected (Gilead Sciences Inc. (present in at least 8
portfolios), AbbVie Inc., Agilent Technologies Inc., Amgen Inc., Biogen Inc., Edwards
Lifesciences Corp. and Merck & Co Inc. (present in at least 7 portfolios), Bristol Myers Squibb
and Mettler Toledo Inc. (present in at least 6 portfolios), ResMed Inc. (present in at least 5

portfolios))? (see table 9).

Ten benefiting selected companies:

- AbbVie Inc. (ABBV)

! Listed on the Toronto Stock Exchange
2 As of April 26th, 2019
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- Agilent Technologies Inc. (A)

- Amgen Inc. (AMGN)

- Biogen Inc. (BIIB)

- Bristol Myers Squibb (BMY)

- Edwards Lifesciences Corp. (EW)
- Gilead Sciences Inc. (GILD)

- Merck & Co Inc. (MRK)

- Mettler Toledo Inc. (MTD)

- ResMed Inc. (RMD)

4.2.3.2.2 Ineligible companies

In this case, the ten ineligible selected companies meet the criteria as they all have a
Sustainalytics score lower than 35, 5 appear in one portfolio while the remaining half do not
appear at all and the lowest market cap among the ten companies is Mallinckrodt

Pharmaceuticals with $1.37B (see table 10).

Ten ineligible selected companies:

- Alnylam Pharmaceuticals Inc. (ALNY)
- Bausch Health Companies Inc. (BHC)
- DexCom Inc. (DXCM)

- lonis Pharmaceuticals Inc. (IONS)

- Mallinckrodt Pharmaceuticals (MNK)
- MedNax Inc. (MD)

- Puma Biotechnology Inc. (PBYI)

- Patterson Companies Inc. (PDCO)

- Seattle Genetics Inc. (SGEN)

- United Therapeutics Corp. (UTHR)

4.2.3.3 Consumer goods and services industry

4.2.3.3.1 Benefiting companies
As for the two other industries, the ten biggest companies, in terms of weight (%),
present in at least 5 portfolios out of the nine studied have been selected (Home Depot Inc.

and Starbucks Corp. (present in at least 7 portfolios), Best Buy Co. Inc., Kellogg Co., PepsiCo



43.

Inc. and Tiffany & Co. (present in at least 6 portfolios), Campbell Soup Co., General Mills,

Kimberly Clark Corp. and Lowe’s Comp. Inc. (present in at least 5 portfolios))® (see table 9).

Top ten selected benefiting companies:

- Best Buy Co. Inc. (BBY)

- Campbell Soup Co. (CPB)

- General Mills Inc. (GIS)

- Home Depot Inc. (HD)

- Kellogg Co. (K)

- Kimberly Clark Corp. (KMB)

- Lowe’s Companies Inc. (LOW)
- PepsiCo Inc. (PEP)

- Starbucks Corp. (SBUX)

- Tiffany & Co. (TIF)

4.2.3.3.2 Ineligible companies
In this case, the ten ineligible selected companies meet the criteria as they all have a
Sustainalytics score lower than 50, 5 appear in one portfolio while the other half do not appear

and the lowest market cap among is Edgewell Personal Care Co. with $2.28B (see table 10).

Top ten selected ineligible companies:

- Dick’s Sporting Goods Inc. (DKS)
- Dish Network Corp (DISH)

- Edgewell Personal Care Co. (EPC)
- Herbalife Nutrition Ltd. (HLF)

- Qurate Retail Inc. (QRTEB)

- Stercycle Inc. (SRCL)

- Tegnalnc. (TGNA)

- Toll Brothers Inc. (TOL)

- Urban Outfitters Inc. (URBN)

- Waste Connections Inc. (WCN)

A summary of the selected benefiting companies’ can be found in Annex 9 for the criteria
and in Annex 11 for their presence in funds’ portfolios. For the ineligible companies, a

summary can be found in Annex 10 for the criteria.

! As of April 26th, 2019
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Part lll: Methodology and results

Chapter 5: Data collection

As variables, companies and industries choices have been explained, data collection is
the last step before conducting quantitative analyses.
As the outcomes of the analyses will rely on the data, it is crucial to have good quality
numbers. This is the reason why they have been collected very carefully and from very reliable
sources. To be uniform, every data for the 60 companies for the same variable comes from
the same source. Indeed, having only one source of data per variable (5 in total) assures that

they have been calculated the same way and can be consistently compared.
5.1 R&D expense and Revenue

Internal data such as R&D expense and revenue come directly from companies’ financial
statements. Each companies’ financial statement has been retrieved on Macrotrends. This
website publishes financial statements from more than 30,000 companies all over the world

(Macrotrends, 2019a).
5.2 Share price

Share price is a public data reported by stock markets such as Nasdaq, S&P500 or Dow
Jones. Therefore, it is relatively easy to retrieve share price for the past five years of every
company. As share price constantly evolves, year closure price has been selected. Data has
been collected on Macrotrends. This website has very accurate data for more than 4,900

stocks. (Macrotrends, 2019c).
5.3 WACC and Debt-to-Equity ratio

These last two variables are computed variables. This means that they are not directly

given by the company itself. Indeed, it is possible to calculate them based on data provided
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by the company on its annual report. As explained in section 3.1 and 3.4, mathematical
formulas exist for these variables.

A reliable website, Gurufocus provides detailed and accurate numbers for the WACC and
Debt-to-Equity ratio for every selected company. It allows to have a uniform and consistent
formula for every company which makes the comparison more relevant. For the WACC and
the studied ratio, Gurufocus details its calculations and it matches the mathematical
formulation detailed in section 3.1 and 3.4 (Gurufocus, 2019a). As a result, data for the WACC

and Debt-to-Equity ratio come from Gurufocus.

Overall, primary available or calculated (based on formulas detailed in chapter 3) data
collected on Macrotrends and Gurufocus for the 60 selected companies can be retrieved in
annex 12 for benefiting companies and annex 13 for ineligible companies. As mentioned, data
have been collected for the past five years since the amount of SRI skyrocketed since 2014.

Indeed, there was a 38% increase just over the last two years, 2016-2018 (US SIF, 2018b).

Chapter 6: Analyses methodology

As this paper has for objective to determine if companies having access to SRl are
advantaged compared to ineligible companies, the 60 selected companies will be assessed on
the five selected variables (variables, industry and companies’ choices explained in part ).
The analysis will be composed of seven main steps: data adjustment, individual results,
industry analysis, comparison within industries, comparison between industries, general

comparisons and interpretations.

6.1 Data adjustment

Before conducting analyses, some data related adjustments had to be made. Given raw
data, four minor corrections or modifications have to be explained. Four main remarks will be
discussed.

First, for some companies, data are not available. Therefore, analyses are only conducted on

years with available data. For example, the WACC of Tableau Software Inc. is not available for
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every studied year (2014 and 2015 were not available). Therefore, nothing was plugged for
these two years. As a result, regarding the analyses, calculations will only be conducted for
available data: 2016, 2017 and 2018. In addition, R&D expense is not always reported by every
companies. Therefore, their R&D expense will not be taken into account if not reported which
is the case for the consumer goods/services industry.

Second, in order to compare data across companies, it is not the absolute value which will be
analyzed but it’s growth over the years. The formula for growth is the following: (X¢-Xi.1)/Xt.1.
As a result, if the value (X) of the year t-1 is zero, the growth is not calculable. Therefore, if the
year following (t) a zero is higher than 0.1, the growth between those two years will be
considered as 100%. If the year following (t) is lower than 0.1, the growth between those two
years will be considered as 0%.

Third, the standard deviation has been calculated for every companies and variables. This
standard deviation (o) is a statistical tool which allows to understand the amount of variations
between the values. A high standard deviation will highlight a high variation among the
studied data (Bland and Altman, 1996, p. 1654). As a result, a growth with a standard deviation
higher than 1 will be further analyzed in order to understand the reasons of this high variation.
Last, related to high standard deviations, outliers will be assessed individually. Every outlier,
often highlighted by a high standard deviation, will be studied and corrected or rejected if
necessary. Indeed, outliers might fake the results and therefore, the conclusions. In case of

correction or rejection, an individual justification will be provided

Overall, these data adjustments are made to improve the data quality and hence, the
results of the analyses. Conducting analyses on unadjusted data could lead to inaccurate

results and wrong conclusions.

6.2 Individual analysis

Before analyzing aggregate results, individual analyses (for every company) have been
conducted. Every company has data for five years (2014-2018) for five variables. Data have
been assessed on four types of analyses: the yearly growth (growth between two years), the
average yearly growths, the overall growth (growth between 2014 and 2018) and the standard

deviation.
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First, the growth between every year has been conducted. As a result, there are twenty yearly
growth number for every company (4 growth per variable). The growth is expressed in
percentage and calculated as explained in section 6.1 (growth between year t-1 and year t =
(Xe-Xe-1)/Xe1).

Second, the average of the yearly growths is calculated. This is simply the average of the four
yearly growths.

Third, the growth over the period studied has been calculated too. As a result, there are five
overall growth for every company (1 growth per variable). Again, the growth is expressed in
percentage and calculated as followed: growth between 2014 and 2018 = (X2018-X2014)/X2014).
Last, the standard deviation of the yearly growth has been computed too. As explained, the
standard deviation allows to understand the variation between the yearly growth over the
five years. A high standard deviation would mean that there is a high variation between the
four values.

A simple example is provided to illustrate the individual analysis. MasterCard share price is

analyzed.

Share Average

Year | price C:ri)a\/:?h Yearly
($) Growth

2018 | 188.00 25% 23% 125% 0.18
2017 | 150.02 48%
2016 | 101.59 7%
2015 | 95.02 14%
2014 | 83.50

Table 8: MasterCard example

Overall | Standard
Growth | Deviation

MasterCard

In this example, we can depict that the growth of MasterCard’s share price between
2014 and 2015 is 14% ((95.02-83.50)/83.50). Then, the yearly growth is replicated for the
remaining years (7%, 48% and 25%).
Second, the average of the yearly growths is calculated as follow: (14% + 7% + 48% + 25%)/4.
This gives the average yearly growth (23%).
Third, the overall growth is calculated as follow: (188.00-83.50)/83.50). This gives the overall
growth between 2014 and 2018 (125%).
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Last, the standard deviation is calculated and equal to 0.18. In this case, the standard deviation

is low which indicates a low variation.

The purpose of this individual analysis is twofold.
First, it allows to have a brief look at each single result which will give the reader an overall
idea of the results for each industry. These first insights won’t be accurate and calculated but
give a first raw idea of the results.
Second, it allows to depict any unexpected results and bear them in mind for the following

analyses. In case of outliers, adjustments will be made.

6.3 Industry analysis

Following the individual analysis, a complete analysis for every industry will be
conducted. In this case, the analysis is conducted by industry and by benefiting and ineligible
companies. This industry analysis will entail two sorts of analysis (percentage and absolute
value).

First, as explained above, every company has an average yearly growth, an overall growth and
a standard deviation for the five variables. As there are ten companies within an industry
(three industries composed of 10 benefiting companies and 10 ineligible companies), it is
possible to calculate the average of these ten average yearly growths, ten overall growths and
ten standard deviations. This will be conducted six times (tech benefiting and ineligible, health
care benefiting and ineligible and consumer goods/services benefiting and ineligible) on the
five variables. This is called the industry percentage analysis as it relates to percentage growth.
A simple example is provided to illustrate the first industry analysis. The share price of the

consumer goods/services industry for benefiting companies is analyzed.

Consumer goods/services industry

Share price
A
. verage Overall Standard
Companies Yearly . .
Growth Deviation
Growth
Best Buy 18% 55% 0.44
Campbell -2% -16% 0.26

General Mills -3% -16% 0.20
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Home Depot 17% 78% 0.24
Kellogg 0% -2% 0.12
Kimberley 3% 12% 0.10
Lowe’s 10% 44% 0.17
Pepsico 7% 31% 0.09
Starbucks 16% 68% 0.23
Tiffany -2% -18% 0.29
Average 6.59% 23.71% 0.21
St Dev 0.08 0.37 0.11

Table 9: Share price example (percentage analysis)

In this example, we can observe that every company has two individual growth
percentages (average yearly and overall). For this analysis, the average of these two individual
values for the ten companies is calculated. This results in an average of the average yearly
growths of 6.59%, an average of the overall growth of 23.71% and an average of the standard
deviations of 0.21. In addition to these three averages, the standard deviation for the ten
individual values is calculated to determine the variation. In this case, the standard deviations
are relatively low (0.08, 0.37 and 0.11) which indicates low variations.

Second, an overall industry, in terms of absolute values and not growth, is calculated. In this
case, the weight of every company’s value is taken into account as it is absolute value and not
growth. Therefore, an average of the ten companies score for every variable for every year
within an industry is computed. For example, the average WACC value for 2014 of the ten
consumer goods/services benefiting companies is computed. This will be then done for 2015,
2016, 2017 and 2018. This will lead to 5 values (one per year) for the five variables. Then, as
for the individual analysis, a yearly growth which is obtained which will lead to an average
yearly growth and an overall growth.

A simple example is provided to illustrate the second industry analysis. The consumer

goods/services industry for benefiting companies for the share price is analyzed.

Consumer goods/services industry
Share price
Industry | Yearly A:::se Overall
Average | Growth Growth
Growth
2018 81.35 -10% 6% 23%
2017 90.05 20%
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2016 75.09 4%
2015 72.27 10%
2014 65.88

Table 10: Share price example (industry analysis)

In this example, we can depict that for every year an average of the ten companies’
score is computed for every year (65.88, 72.27 ...). Then, as for the individual analysis, yearly

growths, an average growth (6%) and an overall growth (23%) is calculated.

The purpose of these two industry analyses are threefold.

First, it allows to have an overall look at each variable for the ten companies per industry.
Indeed, the average for the ten companies for every variable is displayed. This will allow a
comparison between benefiting and ineligible companies for the same industry (see section
6.4).

Next, it allows to have a global overview of the industry results taking into account the
absolute values and not only growths. The second analysis will be sensitive to high absolute
values and will, also lead to an overall look of each variable for the ten companies for each
industry.

Last, a brief verification for sub-hypotheses can be drawn based on variable average results
per industry. Indeed, the scores of ten companies are taken into account which will lead to a
better result to verify the sub-hypothesis than individual results. However, a comparison
between benefiting and ineligible companies will be required to completely verify the sub-
hypothesis. Nonetheless, it will give brief indications. Indeed, the WACC growths should be as
low as possible for benefiting companies and as high as possible for ineligible companies in
order to verify the sub-hypothesis 1. Regarding the four other variables, it is the exact

opposite.

6.4 Comparison within industries

Based on the results of the industry analyses, a comparison between benefiting and

ineligible companies is realized. Indeed, as the industry analysis provided average results for

the five variables for benefiting and ineligible companies, a comparison within industries is
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possible. The average of yearly average growths and the average of overall growths of
benefiting companies will be compared to the average of the yearly average growths and the
average of the overall growths of ineligible companies for the same industry. This will result
in fourteen comparisons (five for the tech industry, five for health care industry and four for
the consumer goods/services as R&D expense is not tackled for this last industry). The same
comparisons will be conducted with the absolute values of the industry analysis.

A simple example is provided to illustrate the comparison process. The share price of the

consumer goods/services industry for benefiting and ineligible companies is analyzed.

Consumer goods/services industry

Share price
Average Yearly Growth | Average Overall Growth
Benefiting 6.59% 23.71%
Ineligible -1.39% 7.41%
ventrcaton v v

Table 11: Share price comparison example

As the average of the average yearly growths and average of the overall growths for
the share price within the consumer goods/services industry is available for benefiting and
ineligible companies, a comparison can be made. In this case, it is clear that the average of the
average yearly growth (6.59% versus -1.39%) is higher for benefiting companies than ineligible
companies). This is also true for average of overall growths (between 2014 and 2018) (23.71%
versus 7.41%). In this case, the sub-hypothesis 3 (“Companies having access to SRl should have
a higher share price growth compared to ineligible companies”) is verified for the consumer

goods/services industry.

The purpose of this comparison is straightforward. It allows to verify the sub-hypotheses
by comparing results of benefiting companies to ineligibles companies for each variable within
an industry. This will allow, with an overall view of the fourteen comparisons, to verify the

principal hypothesis.
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6.5 Comparison between industries

After comparing benefiting and ineligible companies for every variable within industries,
a main conclusion per industry will be drawn. This conclusion will be conducted based on
comparisons within industries results.
Indeed, the comparison between the five variables within an industry will be done and the
five sub-hypotheses will have been tackled. Therefore, it will be possible to verify the principal
hypothesis for each industry. Depending on the results of the five sub-hypotheses, the
principal hypothesis will be verified or not. If it is not totally the case, a short discussion will

be written.

The purpose of this comparison is relatively straightforward. It allows to verify the
principal hypothesis for the three industries: “Companies having access to Socially
Responsible Investment, benefiting companies, are positively affected and on the contrary,

III

ineligible companies are disadvantaged by the rise of SRI”. Therefore, three main conclusions,

one per industry, will be drawn.

6.6 Global comparison

Next, an overall comparison will be done. All results, (fourteen comparisons as explained
in point 6.4) will be overlooked and a global conclusion based on the main hypothesis will be
drawn. There won’t be any separation by industries as in the previous point (6.5). Once again,

if the principal hypothesis is not totally verified, a short discussion will be written.

The purpose of this comparison is also straightforward but not totally accurate as
comparing benefiting and ineligible per industry makes more sense as previously explained
and mentioned in the conducted interview (see interview in Annex). That being said, it allows
to verify the principal hypothesis for all industries. Therefore, one main conclusion, will be

drawn. As explained, this conclusion won’t be very accurate but can give a global idea.
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6.7 Interpretation

To end up, a general conclusion will be realized based on the five analyses conducted. This
interpretation will be the main insight of this chapter as it will notice any insightful results and
allow to confirm if the main hypothesis and sub-hypotheses are verified and if not, to which

extent.

Chapter 7: Analyses results

This chapter constitutes the main added value of this thesis. Every result of the five
analyses will be displayed and interpreted. Overall results will allow to answer the research

question.

7.1 Individual analysis

As explained in the chapter 6, an individual analysis is first conducted. This part will be
divided into six sections as every industry is divided into benefiting and ineligible companies.
Only interesting results will be discussed as every tables filled with all yearly growth, average

yearly growth, overall growth and standard deviation can been observed in annex 14 to 19.

7.1.1 Tech industry for benefiting companies

For this first category, three main comments will be developed.
First, five data adjustments had to be made. Indeed, Accenture, MasterCard and Visa did not
report any R&D expense (see annex 14). Therefore, as the other seven companies did report
their R&D expense, the analysis for R&D had been conducted only on companies with
reported data. Then, Accenture has a debt-to-equity ratio of 0.01 in 2014 and then 0 for the
next four years. Visa has a zero debt-to-equity ratio for 2014 and 2015 then positive ratio of
0.48 for 2016. As a result, on one hand, according to the rules established earlier, Accenture
has a growth of 0% as the only value is lower than 0.1 and on the other hand, VISA has a

growth of 100% as the value following the 0, is higher than 0.1.
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In addition, standard deviations are remaining pretty low (less than 1) which indicates low
variations and hence, no outliers.

Third, following a brief look, first insights can be observed. Indeed, taken into account the ten
companies, the WACC growths seem stable and the four other variables’ growths (R&D, share
price, debt-to-equity ratio and the revenue) seem to be well positive (at least 10%). Observing
a stable WACC and growing other variables is a good sign but only the comparison with

ineligible companies will allow to verify the sub-hypotheses.

7.1.2 Tech industry for ineligible companies

For the next category, three other main comments will be developed.

First, nine data adjustments had to be made. Indeed, Avnet, CGI, Constellation Software, KBR
and Sabre did not report any R&D expense (see annex 15). Therefore, as the other five
companies did report their R&D expense, the analysis for R&D had been conducted only on
companies with reported data. Then, Tableau has a debt-to-equity ratio of O for the five years
as it does not have any debt. As a result, it's growth is 0% for every year. Then, Tableau’s
WACC for 2014 and 2015 could not be found neither calculated. Therefore, growths have only
been calculated between 2016 and 2018.

Regarding outliers, there are two standard deviations which indicates the potential presence
of outliers. Indeed, Nuance’s WACC and KBR’s debt-to-equity ratio have a standard deviation
of, respectively, 1.58 and 7.19. Having a closer look at Nuance, its WACC is reasonable and the
variation logic. Therefore, no change will be made. For KBR, it’s high variation is due to a
growth of 1 433% between 2015 and 2016. As in 2015 its ratio was 0.06, an increase to 0.92
results in a tremendous growth. As a result, in order to not fake the results, based on the rules
for a growth in case of a zero in the previous year, a growth of 100% will be considered. Other
than these two potential outliers, standard deviations are remaining pretty low (less than 1)
which indicates low variations.

Last, following a brief look, first insights can be observed. Indeed, taken into account the ten
companies, the WACC and debt-to-equity ratio (after correction of the outlier) growths seem
stable or slightly increasing and the three other variables’ growths (R&D, share price and the
revenue) seem to be well positive (at least 10%). Observing a stable ratio is a good sign but

only the comparison with benefiting companies allow to verify the subhypotheses.
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7.1.3 Health care industry for benefiting companies

For this third category, three main comments will also be developed.

First, no data adjustments had to be made. Indeed, every companies reported data for every
variable, no companies have a value of zero and there are not any outliers.

In addition, standard deviations are remaining pretty low (less than 1) which indicates low
variations (see annex 16).

Third, following a brief look, first insights can be observed. Indeed, taken into account the ten
companies, the five variables’ growths (WACC, R&D, share price, debt-to-equity ratio and the
revenue) seem to be well positive (around or higher than 10%). Observing an increasing WACC
is not a good sign but only the comparison with ineligible companies will allow to verify the

sub-hypothesis 1.

7.1.4 Health care for ineligible companies

For this fourth category, three main comments will again be developed.

First, five data adjustments had to be made. Indeed, MedNax and Patterson did not report
any R&D expense. Therefore, as the other eight companies did report their R&D expense, the
analysis for R&D had been conducted only on companies with reported data (see annex 17).
Then, Seattle Genetics has a debt-to-equity ratio of O for the five years as it does not have any
debt. As a result, it’s growth is 0% for every year. Then, Alnylam and Puma have a debt-to-
equity ratio of zero for 2014 and 2015 (and 2016 too for Puma). As a result, according to the
rules established earlier, Alnylam and Puma have a growth of 100% as the 2016 and 2017
value is higher than 0.1.

Regarding outliers, there are five standard deviations which indicates the potential presence
of outliers. Indeed, Bausch’s and Puma’s WACC, DexCom and Puma’s debt-to-equity ratio and
Puma’s revenue have a standard deviation of, respectively, 1.70, 2.65, 19.71, 1.83 and 4.01.
Having a closer look at Bausch and Puma, their WACC are reasonable and the variation logic.
Therefore, no change will be made. For DexCom’s ratio, it’s high variation is due to a growth
of 3,900% between 2016 and 2017. As in 2016 its ratio was 0.02, an increase to 0.80 results in
a tremendous growth. As a result, in order to not fake the results, based on the rules for a

growth in case of a zero in the previous year, a growth of 100% will be considered. Next,
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Puma’s ratio and revenue growths are reasonable and the variation logic. Therefore, no
change will be made. Other than these five potential outliers, standard deviations are
remaining pretty low (less than 1) which indicates low variations.

Last, following a brief look, first insights can be observed. Indeed, taken into account the ten
companies, all variables’ growths (WACC, R&D, the debt-to-equity ratio and the revenue)
seem to be well positive (at least 10%) except for the share price which seems stable or slightly
decreasing. Observing an increasing WACC and a stable share price is a good sign for ineligible
companies but only the comparison with benefiting companies will allow to verify the sub-

hypotheses 1 and 3.

7.1.5 Consumer goods/services industry for benefiting companies

For this category, three additional main comments will be developed.

First, no data adjustments had to be made except for R&D expense. Indeed, R&D expense is
almost never reported for companies within the consumer goods/services industry (see annex
18). Indeed, these companies do not have to report their R&D expense. In this case, only one
company, Campbell, reported its R&D expense. As a result, this variable will not be tackled.
Other than that, every companies reported data for the studied variables.

Regarding outliers, there are two standard deviations which indicate the potential presence
of outliers. Indeed, Kimberley has a standard deviation of 2.99 for the debt-to-equity ratio.
Having a closer look at the raw data, they are reasonable and the variation logic. Therefore,
no change will be made. Next, Starbucks has a standard deviation of 4.99 for its debt-to-equity
ratio. Its high variation is due to a growth of 1,021% between 2017 and 2018. As in 2017 its
ratio was 0.72, an increase to 8.07 results in a tremendous growth. Therefore, in order to not
fake the analyses, based on the rules for a growth in case of a zero in the previous year, a
growth of 100% will be considered

Third, following a brief look, first insights can be observed. Indeed, taken into account the ten
companies, the WACC growths seem stable, the revenue growths seem to slightly increase
and the two other variables’ growths (share price and debt-to-equity ratio) seem to be well
positive (around or higher than 10%). Observing a stable WACC and increasing share price and
ratio is a good sign but, as mentioned, only the comparison with ineligible companies will allow

to verify the sub-hypotheses.
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7.1.6 Consumer goods/services industry for ineligible companies

For this last category, three last main comments will be developed.

First, two data adjustments had to be made in addition for R&D expense. Indeed, as
mentioned R&D expense is almost never reported for companies within the consumer
goods/services industry (see annex 19). In this case, only one company, Edgewell, reported its
R&D expense. As a result, this variable will not be tackled. Then, Dick’s and Urban Outfitters
have a debt-to-equity ratio of 0.00 for every year except 2018 with a ratio of 0.03. As a result,
according to the rules established earlier, Dick’s will have a growth of 0% as the only value is
lower than 0.1. Next, Urban Outfitters has a zero debt-to-equity ratio for 2014 and 2015 then
positive ratio of 0.13 for 2016. Based on the same rule established, Urban Outfitters has a
yearly growth of 100% between 2015 and 2016.

Regarding outliers, there are two standard deviations which indicates the potential presence
of outliers. Indeed, Stericycle’s WACC and Herbalife’s debt-to-equity ratio have a standard
deviation of, respectively, 1.93 and 2.67. Having a closer look at Stericycle’s WACC and
Herbalife’s ratio, they are reasonable and the variations logic. Therefore, no change will be
made. Other than that, standard deviations are remaining pretty low (less than 1) which
indicates low variations.

Next, following a brief look, first insights can be observed. Indeed, taken into account the ten
companies, the WACC and share price growths seem stable, the debt-to-equity ratio seem
slightly decreasing and the revenue growths seem to slightly increase. On one hand, observing
a stable WACC is not a good sign but on the other hand, a stable share price and a decreasing
ratio is a good sign but only the comparison with benefiting companies will allow to verify the

sub-hypotheses.

Globally, data are relatively clean as only three changes have been required due to

outliers and results seem promising. Further analyses will give more accurate insights.

7.2 Industry analysis

As explained in the chapter 6, an industry analysis has been conducted. This part will also

be divided into six sections as every industry is segmented into benefiting and ineligible
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companies. Results will be discussed as every tables filled with on one hand, companies’
average yearly growth, overall growth and industry (the ten companies scores) average and
on the other hand, the overall industry with absolute values can been observed in annex 20
to 31. Adjustments described in the first section are still applied to these analyses. That being
said, for the industry analyses, only the absolute values will be taken into account, therefore,

outliers due to their high percentage will not impact the result.

7.2.1 Tech industry for benefiting companies

For this first category, two main comments will be developed.

First, we can observe that the WACC averages, yearly and overall, are very slightly positive
(respectively 1.20% and 3.29%). The four-remaining variable all have an average of the overall
growth of at least 71% with an average of the yearly growth of at least 12% (see annex 20).
This is a good sign as WACC is stable and other variables increase, but, again, only the
comparison with ineligible companies will allow to verify the sub-hypotheses.

Second, the same observations can be observed for the global industry overview taking into
account absolute values (see annex 21). The WACC is stable and the other variables increase
too (overall growth and yearly growth of at least 48% and 10%).

In this case, taking percentages or absolute values does not impact the overall result.

7.2.2 Tech industry for ineligible companies

For this second category, two main comments will also be developed.

First, we can observe that the WACC averages, yearly and overall, are positive (respectively
0.90% and 5.25%). The four-remaining variable all have an average of the overall growth of at
least 22% with an average of the yearly growth of at least 7% except for the debt-to-equity
ratio of 6.76% and 0.17% (see annex 22). This is a good sign as WACC is slightly increasing and
other variables slowly increasing, but only the comparison with benefiting companies will
allow to verify the sub-hypotheses

Second, different observations can be observed for the global industry overview taking into
account absolute values. Indeed, the WACC truly increases (overall growth and yearly growth

of at least 16% and 14%), the industry Debt-to-Equity decreases (overall growth and yearly
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growth of at least -18% and -78%), the industry revenue slightly decreases too (overall growth
and yearly growth of at least -1% and -8%) and the industry R&D and industry share price
slowly increase as for the percentage analysis (see annex 23).

In this case, taking percentages or absolute values does lead to different result. This is the case
as some companies have very high individual percentages with very low absolute values or
the opposite, companies with low individual percentages with high absolute values. For
example, Sabre has values for its debt-to-equity ratio over 3 while most companies have value
lower than 1. As a result, the weight of Sabre negative growth is more important in the

industry analysis. The same analysis can be observed with Avnet for the revenue.

7.2.3 Health care industry for benefiting companies

For this category, another two main comments will be developed.

First, we can observe that the WACC averages, yearly and overall, are positive (respectively
9.33% and 32.01%). The four other variables all increase too with an average of the overall
growth of at least 30% with an average of the yearly growth of at least 7% (see annex 24). This
is not a good sign as WACC is increasing and other variables are slowly increasing, but only the
comparison with ineligible companies will allow to verify the sub-hypotheses.

Second, the same observations can be observed for the global industry overview taking into
account absolute values except for the debt-to-equity. Indeed, the WACC and the other
variables increase too (overall growth and yearly growth of at least 19% and 5%) but the debt-
to-equity have negative growths (overall and yearly of -72% and -15%). This different result
can be explained by AbbVie (see annex 25). This company has a very high value for its debt-
to-equity ratio compared to other companies, ranging from -4 to 8 while the others mainly
range from 0 to 1. Taking out AbbVie would result in a much more logical result, an overall
growth of 90% and a yearly growth of 18%. This surprising result could have been expected as
the standard deviation of the debt-to-equity analysis for the percentage analysis is of 0.97,
indicating relatively high variations.

In this case, taking percentages or absolute values does impact the overall result. This can be

explained by AbbVie and will be taken into account for the comparison analyses.
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7.2.4 Health care industry for ineligible companies

For this fourth category, two main comments will again be developed.

First, we can observe that the WACC averages, yearly and overall, are positive (respectively
17.88% and 5.53%). The share price is decreasing (overall growth and yearly growth of -20.59%
and 0.03%). The three other variables all strongly increase with an average of the overall
growth of at least 108% and with an average of the yearly growth of at least 23% (see annex
26). In this case, observations are mixed as an increasing WACC and a decreasing share price
is a good sign but the other variables are strongly increasing which is not a good sign but once
again, only the comparison with benefiting companies will allow to verify the sub-hypotheses.
Second, the same global observations can be observed for the global industry overview taking
into account absolute values. Indeed, all variables increase (the industry WACC increases a bit
more than with percentages, R&D expense increases a bit less than with percentages, debt-
to-equity ratio increases by the same extent and revenue increases a bit less than with
percentages) except the industry share price which decreases a bit more than with the
percentage analysis (see annex 27).

In this case, taking percentages or absolute values does not strongly impact the overall result.

7.2.5 Consumer goods/services industry for benefiting companies

For this fifth category, again, two main comments will be developed.

First, we can observe that the WACC averages, yearly and overall, are relatively stable
(respectively -0.52% and 1.60%) (see annex 28). The three-remaining variable (R&D expense
not studied for consumer goods/services industry) all increase by different extent (overall
growth of share price, debt-to-equity and revenue of respectively 23.71%, 42.10% and 9.05%).
This is a good sign as WACC is stable and other variables increase, but only the comparison
with ineligible companies will allow to verify the sub-hypotheses.

Second, different observations can be depicted for the global industry overview taking into
account absolute values. Indeed, the industry share price and revenue still increase by the
same scale but the WACC slightly decreases (overall growth and yearly growth of at least -7%
and -1%), and the industry debt-to-equity ratio decreases (overall growth and yearly growth

of at least -6% and -87%) (see annex 29). This different result can be explained by Kimberley.
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This company has a very high value for its debt-to-equity compared to other companies,
ranging from -74 to 11 while the others mainly range from 0 to 3. Taking out Kimberley would
result in @ much more logical result, an overall growth of 300% and a yearly growth of 46%.
This result could have been expected as the standard deviation of the debt-to-equity analysis
for the percentage analysis is of 6.33, indicating high variations.

In this case, taking percentages or absolute values does impact the overall result. This can be

explained by Kimberley and will be taken into account for the comparison analyses.

7.2.6 Consumer goods/services industry for ineligible companies

For this last category, two final main comments will be developed.

First, we can observe that the WACC averages, yearly and overall, are relatively stable
(respectively -1.98% and 5.20%). The share price and the revenue overall and yearly growths
increase respectively by 7.41%, -1.39% for the share price and 29.29%, 6.18% for the revenue
(see annex 30). Last, the debt-to-equity ratio overall growth slightly increases by 2.87%. In this
case, observations are mixed as a stable share price and debt-to-equity ratio is a good sign but
a stable WACC and in increasing revenue is not a very good sign but once again, only the
comparison with benefiting companies will allow to verify the sub-hypotheses.

Second, totally different observations can be witnessed with the industry analysis (see annex
31). Only the revenue has the same result. Indeed, the industry WACC, share price and debt-
to-equity ratio have relatively negative growths. This different result is due to the relatively
low absolute value for positive individual growths and relatively high absolute values for

negative individual growths.

7.3 Comparison within industries

In this third section, a comparison between averages of benefiting and ineligible
companies within the same industry is done. Only a difference of more than 2% will be
considered as significant. Every time, two comparisons are realized, one for the percentage

analysis (based on yearly growth) and a second one for the industry (based on absolute value).
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As displayed below, for the percentage analysis, we can depict that the WACC is lower

for the benefiting companies (yearly average growth difference is not significant) and that the

R&D expense (yearly average growth difference is not significant), share price, debt-to-equity

ratio and revenue is higher for benefiting companies. In this case, all sub-hypotheses are

verified.
WACC R&D Expense Share Price Debt;;c;lci’qmty Revenue

Average Overall Average Overall Average Overall Average Overall Average Overall

Yearly Growth Yearly Growth Yearly Growth Yearly Growth Yearly Growth

Growth Growth Growth Growth Growth
Benefit. 1,20% 3,29% 14,66% | 86,27% | 16,49% | 79,08% | 26,97% | 118,29% | 12,33% | 71,42%
Inelig. 0,90% 5,25% 13,57% | 73,41% 6,73% 21,91% 0,17% 6,76% 9,14% 47,22%
Hypoth. - v - v v v v Y Y Y
Verifi.

Table 12: Tech industry hypothesis verification (percentage analysis)

Regarding absolute values, we can observe that the WACC is lower for the benefiting

companies and that the share price, debt-to-equity ratio and revenue are higher for benefiting

companies but that R&D expense is lower for benefiting companies. In this case, all sub-

hypotheses are verified except the one for the R&D expense stating that benefiting companies

should have higher R&D expense than ineligible companies.

WACC R&D Expense Share Price Debt;tac;-iiqwty Revenue
A;/:?lie Overall A\\(/:;?l%/e Overall A\\(/:arslie Overall A;’:;:ie Overall A\\(Is;:ie Overall
Growth Growth Growth Growth Growth Growth Growth Growth Growth Growth
Benefit. 0,13% -0,08% 14,61% 72,26% 18,07% | 87,70% | 33,31% | 200,51% | 10,49% | 48,29%
Inelig. 15,99% | 14,39% 19,69% 104,64% | 14,28% | 67,87% | -18,07% | -77,83% -1,41% -8,49%
Hypoth. v v X X v v v v v v
Verifi.

Table 13: Tech industry hypothesis verification (industry analysis)




7.3.2 Health care industry

63.

As displayed below, for the percentage analysis, we can depict that the WACC is higher

for the benefiting companies with a lower yearly growth. We can also see that the R&D

expense and debt-to-equity ratio are lower for benefiting companies. Last, the share price and

revenue are higher for benefiting companies. In this case, the WACC, R&D expense and debt-

to-equity ratio sub-hypotheses are not verified. Only the share price sub-hypothesis is verified.

WACC R&D Expense Share Price Debt;tac;-ilcE)qU|ty Revenue
Average Overall Average Overall Average Overall Average Overall Average Overall
Yearly Growth Yearly Growth Yearly Growth Yearly Growth Yearly Growth
Growth Growth Growth Growth Growth
Benefit. 9,33% 32,01% 11,40% 52,23% 11,21% 53,47% 18,17% 39,85% 6,70% 30,25%
Inelig. 17,88% 5,53% 23,46% 142,65% 0,03% -20,59% | 34,32% | 108,05% | 36,75% | 114,48%
Hypoth. |, X X X v v X X X X
Verifi.
Table 14: Health care industry hypothesis verification (percentage analysis)
Regarding absolute values, we can observe that the WACC and the debt-to-equity ratio
is lower for the benefiting companies and that the R&D expense, share price and revenue is
higher for benefiting companies. The revenue does not show any significant difference. In this
case, all sub-hypotheses are verified except the one for the debt-to-equity ratio stating that
benefiting companies should have higher ratio than ineligible companies. The revenue
hypothesis could not be verified either as no significance differences have been noticed.
WACC R&D Expense Share Price Debt-rtac;IcE’qmty Revenue
A\\(/:;?Se Overall A\\(/:arfse Overall A\\(I:;:ie Overall A\\(Is;:ie Overall A\\(I:;:ie Overall
Growth Growth Growth Growth Growth Growth Growth Growth Growth Growth
Benefit. 5,99% 25,41% 12,03% | 56,32% | 10,30% | 44,69% 18,28% | 90,45% 4,55% 19,35%
Inelig. 8,83% 39,47% 9,35% 42,63% | -10,11% | -41,83% | 42,02% | 193,15% | 4,83% 20,65%
Hypoth. |, v v v v v X X i i
Verifi.
Table 15: Health care industry hypothesis verification (industry analysis)
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Last, as displayed below, for the percentage analysis, we can depict that the WACC is

lower for the benefiting companies with a lower yearly growth and no difference for the

overall growth. We can also see that the share price and debt-to-equity ratio are higher for

benefiting companies. Last, the revenue is lower for benefiting companies. In this case, the

WACC, share price and debt-to-equity ratio sub-hypotheses are verified. Only the revenue

sub-hypothesis is not verified.

WACC R&D Expense Share Price Debt-rtac;-iiqwty Revenue
Average Overall Average Overall Average Overall Average Overall Average Overall
Yearly Growth Yearly Growth Yearly Growth Yearly Growth Yearly Growth
Growth Growth Growth Growth Growth
Benefit. 1,60% -0,52% 6,59% 23,71% 7,97% 42,10% 1,98% 9,05%
Inelig. 5,20% -1,98% -1,39% 7,41% -13,26% | 2,87% 6,18% 29,20%
Hypoth. v - v v v v X X
Verifi.
Table 16: Consumer goods/services industry hypothesis verification (percentage analysis)
Regarding absolute values, on one hand, we can observe that the WACC is lower for
the ineligible companies and that the revenue is higher for ineligible companies too but that
the debt-to-equity ratio is lower for benefiting companies. On the other hand, the share price
and debt-to-equity ratio are higher for benefiting companies. Therefore, two sub-hypotheses
are verified (share price and debt-to-equity ratio) and the remaining two are not.
WACC R&D Expense Share Price Debt-rt;;;iqmty Revenue
A A A A A
verage Overall verage Overall verage Overall verage Overall verage Overall
Yearly Growth Yearly Growth Yearly Growth Yearly Growth Yearly Growth
Growth Growth Growth Growth Growth
Benefit. -1,39% -7,25% 5,97% 23,48% 46,29% 300,35% 3,08% 12,85%
Inelig. -4,29% -19,51% -7,95% | -28,82% | -127,37% | -36,37% 4,76% 20,16%
Hypoth. |y X v v v v i X
Verifi.

Table 17: Consumer goods/services industry hypothesis verification (industry analysis)
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7.4 Overall comparison within industries

After analyzing the results variable per variable within industries for benefiting and
ineligible companies, a global overview of the five variables will be conducted per industry to
verify if the main hypothesis is true for each industry: “Companies having access to Socially
Responsible Investment, benefiting companies, are positively affected and on the contrary,
ineligible companies are disadvantaged by the rise of SRI”. If sub-hypotheses are verified, then

the principal is verified too. Table 18 displays a clear overview of the results.

7.4.1 Technology industry

For this first industry, the overall result is quite clear. For the percentage analysis, the
five sub-hypotheses are verified (lower WACC for benefiting companies and higher R&D
expense, share price, debt-to-equity ratio and revenue). Only the average yearly growth for
the WACC is not clear as there is less than 0.5% difference and the average overall WACC
growth is lower for benefiting companies. Therefore, we can conclude that the principal
hypothesis is verified for this industry as all sub-hypotheses are verified.
Regarding the industry analysis, the overall result is the same. Four sub-hypotheses are
verified and only one, the R&D expense is not verified. Therefore, we can conclude that the

principal hypothesis is also verified for this industry as four sub-hypotheses are verified.

Overall, given the fact that the five sub-hypotheses for the percentage analysis and
four sub-hypotheses for the industry analysis are verified, we can conclude that the principal
hypothesis is correct for the technology industry. For the technology industry, companies
having access to Socially Responsible Investment, benefiting companies, are advantaged

compared to ineligible companies.

7.4.2 Health care industry

For the health care industry, the overall result is mitigated. Indeed, for the percentage

analysis, only one sub-hypothesis is verified (the share price). The WACC is not totally verified

as the overall growth is higher for benefiting companies but the yearly growth is lower for
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benefiting companies. As for the three other variables, sub-hypotheses are not verified.
Therefore, we can conclude that the principal hypothesis for the percentage analysis is not
verified for this industry as only one sub-hypotheses is verified.

Regarding the industry analysis, the overall result is the opposite. Indeed, three sub-
hypotheses are verified (WACC, share price and R&D expense) and only one, the debt to equity
ratio, is not verified (the revenue could not be totally verified as there are no significant
differences (less than 2%)). Therefore, we can conclude that the principal hypothesis for the
industry analysis is mainly verified for the health care industry as three sub-hypotheses are

verified but only one is not.

Overall, given the fact that only one sub-hypotheses for the percentage analysis and
three sub-hypotheses for the industry analysis are verified, we cannot conclude that the
principal hypothesis is correct for the technology industry. That being said, we cannot
conclude the contrary of the main hypothesis as in one case the hypothesis is not verified and
in the other it is verified. For the health care industry, companies having access to Socially
Responsible Investment, benefiting companies, are neither advantaged or disadvantaged

compared to ineligible companies.

7.4.3 Consumer goods/services industry

For this third industry, the overall result is also straightforward as for the tech industry.
Indeed, for the percentage analysis, three sub-hypotheses out of the four are verified (share
price, debt-to-equity ratio and the WACC (the WACC overall growth could not be verified as
too small difference but the yearly growth is verified)). The revenue is not verified as it is
higher for ineligible companies. Therefore, we can conclude that the principal hypothesis for
the percentage analysis is almost verified for this industry as three sub-hypotheses out of four
are verified.

Regarding the industry analysis, the overall result is less clear. Indeed, two sub-hypotheses
are verified (share price and debt-to-equity ratio) and the two others are not verified (the
WACC and for the revenue, it could not be verified as there are no significant differences for

the yearly growth (less than 2%) but the overall growth is higher for ineligible companies).
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Therefore, we cannot conclude that the principal hypothesis for the industry analysis is

verified as only two sub-hypotheses out of four are verified.

Overall, given the fact that three sub-hypotheses for the percentage analysis and two

sub-hypotheses out of four for the industry analysis are verified, we can conclude that the

principal hypothesis is mainly correct for the consumer goods/services industry. That being

said, we cannot conclude that the main hypothesis is totally verified as in one case only 50%

of the hypotheses are verified. For the consumer goods/services industry, companies having

access to Socially Responsible Investment, benefiting companies, are slightly advantaged

compared to ineligible companies.

In a nutshell, we can conclude that:

- for the technology industry, companies having access to Socially Responsible

Investment, benefiting companies, are advantaged compared to ineligible companies.

- for the health care industry, companies having access to Socially Responsible

Investment, benefiting companies, are neither advantaged nor disadvantaged

compared to ineligible companies.

- for the consumer goods/services industry, companies having access to Socially

Responsible Investment, benefiting companies, are slightly advantaged compared to

ineligible companies.

WACC R&D Sh.are De.bt-to-. Revenue | Total Industry
expense | price | Equity ratio Total
Tech (%) V Vi V Y, \Y; 5/5
9/10
Tech (abs.) v X V V V 4/5
Health care (%) X X v X X 1/5
4/9
Health care (abs.) v v v X - 3/4
Consumer (%) V V Y, X 3/4
5/8
Consumer (abs.) X v V X 2/4

Table 18: Sub-hypotheses verification

(%: percentage analysis, abs.: industry analysis)
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7.5 Global comparison

Next, an overall comparison is realized. All results, the fourteen variables assessed, are
overlooked and a global conclusion based on the main hypothesis will be drawn. There is not
any separation by industries as in the previous point (7.4).

Considering the three industries, the WACC sub-hypothesis is verified in two industries over
the three for the percentage analyses and twice again, for the industry analysis.

For the R&D expense, the sub-hypothesis is verified once per analyses (percentage and
industry) over the two studied industries (tech and health care).

Then, the share price sub-hypothesis is always verified, for the six analyses.

Next, the debt-to-equity ratio sub-hypothesis is also verified twice for the percentage and
industry analysis.

Last, the revenue sub hypothesis is only verified once for the percentage analysis and also

once verified for the industry analysis (and one without significant difference).

In a nutshell, as displayed on the following table (19), the sub-hypotheses have been
verified 18 times over 27 assessments, not verified 9 times and could not been assessed once
as the difference was not significant (less than 2%). From a global picture, mixing all industries
and analyses, we can conclude that the main hypothesis is globally verified: companies, across
industries, having access to Socially Responsible Investment, benefiting companies, are
advantaged compared to ineligible companies as sub-hypotheses have been verified 18 times

and only denied 9 times.

WACC R&D Sh.are De.bt-to-. Revenue | Total Industry

expense | price | Equity ratio Total

Tech (%) Vv Vv V Y Y 5/5
9/10

Tech (abs.) \Y, X \Y; \Y) Vv 4/5
Health care (%) X X \ X X 1/5 4/
Health care (abs.) Vv Vv Vv X - 3/4
Consumer (%) \Y \Y Vv X 3/4 c/g
Consumer (abs.) X Vv Vv X 2/4 /
Total 4/6 2/4 6/6 4/6 2/5 | 18/27 | 18/27

Table 19: Global verification

(%: percentage analysis, abs.: industry analysis)
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Moreover, it is interesting to note that the share price sub-hypothesis was always
verified. The WACC and the Debt-to-Equity ratio sub-hypotheses were verified in 60% of the
analyses and the R&D expense in 50%. The revenue sub-hypothesis was only verified in only

40% of the analyses.

7.6 Interpretation

After conducting all the analyses and depicting interesting results, five main
interpretations have been observed.
First, as mentioned the share price is the only variable that has always been higher for
benefiting companies. This implies that the sub-hypothesis for the share price has always been
verified. Is this the case because benefiting companies have implemented ESG policies in their
business or because funds only select companies in their portfolio with high share price
growth? It can be both. On one hand, companies implement ESG values, they are more
performant and therefore they are selected by funds. But as funds select them, they have
more available capital to invest in ESG project which help them to be even more performant
and less risky. On the other hand, other companies promoting ESG which are less performant,
despite implementing ESG policies, are probably not selected by funds.
Second, the revenue variable has only been higher for benefiting companies in the tech
industry. Indeed, the revenue sub-hypothesis has not been verified for the health care and
consumer goods/services industry. This may be caused because the benefiting companies are
older. Indeed, companies typically follow the five business cycle stages (launch, growth, shake-
out, maturity and decline). This theory suggests that growth is increasing in the launch and
growth phases, slightly growing in the third phase, flattening out in the maturation phase and
declining in the last phase (Corporate Finance Institute, 2019d). Therefore, benefiting firms
could be older and hence in the shake-out, maturity or decline phase as the ineligible could
still be in the growth phase. This is not the case for the health care industry as the difference
between the average foundation year for benefiting companies is very small (1967 for
benefiting and 1960 for ineligible). Indeed, seven years for companies founded in the 60’ is
very short given that data have been collected for 2018. That being said, there is a higher

difference for the consumer goods/services industry (1915 for benefiting and 1977 for
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ineligible). In this case, benefiting companies have been founded on average 62 years before
ineligible companies. As a result, it is possible that benefiting companies are more advanced
in the business life cycle phases compared to ineligible companies. This could explain that the
revenue growth is lower for benefiting companies in the consumer goods/services industry.
For the tech industry, on average benefiting companies have only been founded two years
before ineligible companies (1980 versus 1982).

Next, data collected on Gurufocus and Macrotrends seem to be accurate. Indeed, when
looking at required adjustments, only three outliers have been modified for the percentage
analyses and two others for the industry analyses. Five outliers among more than 1,300 raw
data, is a very low percentage, less than 0.5%. In addition, standard deviations have remained
very low for the majority, indicating a low variation among data. This suggests that raw data
are of good quality.

Fourth, the averages (overall and yearly) have always been relatively close to expectations for
benefiting companies. Sub-hypotheses imply that the WACC should remain as low as possible
and the other variables have high growths. This is the case as the WACC has remain pretty low
(3% and -1% overall growth for the tech and consumer goods/services industry) except for the
healthcare industry with an overall growth of 32%. Regarding the four other variables, they all
have an overall growth of at least 23% (except for the revenue for the consumer
goods/services industry with an overall growth of 9%).

Last, in terms of overall results, the principal hypothesis has been verified for the tech and
consumer goods/services industry. Confirming the principal hypothesis for two industries out
of three is a good overall result. Moreover, for the third industry, the principal hypothesis is
not verified as there is no significant advantage for benefiting companies compared to
ineligible but there is no disadvantage either. As explained earlier, this industry is based on
long-term investments and processes are very long. Therefore, benefits linked to SRI may not
have been apparent yet on the analyzed variables. A similar study in 5 years might reflect

better the SRI impacts on benefiting companies compared to ineligibles.

To cut a long story short, given the results displayed thanks the analyses conducted,
the principal hypothesis has been verified for the technology and consumer goods/services
industry. For the health care industry, benefiting companies are neither advantaged or

disadvantaged by SRI compared to ineligible companies.
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Chapter 8: Analyses conclusion and limits

8.1 Analyses conclusions

Before comparing variables between industries, individual analyses have been
conducted. These first analyses allowed to depict outliers and data which required to be
adjusted. In addition, first insights could be observed regarding the average of every variables
but accurate variable averages were required to conduct further analyses.

Next, an accurate average of the ten companies results (individual yearly average growth and
overall growth) per variable and per industry has been computed. This allowed to get first
insights per variable and industry given the average growths but only a proper comparison
could allow the verification of sub-hypotheses. Moreover, a global overview of the industry
analyses (taking into account absolute values) has been made. These insights seemed
promising but a comparison between benefiting and ineligible companies was required.
Then, a proper comparison between benefiting and ineligible companies for the five variables
by industries has been conducted. This allowed to determine if sub-hypotheses were verified
or not. This was done twice, once for the percentage and once for the absolute value analysis.
Fourth, an overall comparison per industry has been made taking into account the five
variables. The outcome of this comparison is that the principal hypothesis has been verified
for the technology and consumer goods/services industry (in these two industries, benefiting
companies are advantaged by SRI compared to ineligible companies). For the health care
industry, benefiting companies are neither advantaged or disadvantaged.

Last, a general analysis has been made. This analysis took into account every variable (for the
percentage and absolute analyses) without distinguishing industries. This resulted in the
verification of 18 sub-hypothesis over the 27. Therefore, the conclusion is that the principal
hypothesis is again verified. That being said, this general analysis is not very accurate as it is

mixing industries and types of analyses.

Overall, the industry comparison which is the most accurate analysis, resulted in three
main conclusions.
First, for the technology industry, companies having access to Socially Responsible

Investment, benefiting companies, are advantaged compared to ineligible companies.



72.

Second, for the health care industry, companies having access to Socially Responsible
Investment, benefiting companies, are neither advantaged nor disadvantaged compared to
ineligible companies.

Third, for the consumer goods/services industry, companies having access to Socially
Responsible Investment, benefiting companies, are slightly advantaged compared to
ineligible companies.

As a result, the research question is positively answered for the technology industry and the

consumer goods and services industry and negatively answered for the health care industry.

8.2 Limits

Even though analyses have been conducted with a very strict and logical methodology
and multiple verifications, several limits to this study still exists.
First, in chapter 2, sub-hypotheses have been designed in order to support the principal
hypothesis. These sub-hypotheses are based on five variables. These five variables can be
influenced by other factors than socially responsible investments. That being said, selecting
too many variables would make the analysis too complex and difficult to understand. Variables
have been selected with precaution and confirmed in interviews but, it should not be
forgotten that many factors can influenced these selected variables.
Second, these selected variables are influenced by many factors. Some factors are closely
related to SRI but some have no direct link. These unrelated factors could have had an impact
but it is a risk to bear and that is why five variables have been selected, to limit this risk.
Third, 60 companies have been selected for the analysis. Again, these companies have been
selected with a clear methodology but the selection of other companies might have led to
different results. It is always possible to have a bigger sample but it is more complex and
sometimes not leading to totally different results. In this case, 60 companies allow to limit the
impact of exceptions. Isolated case (exceptional results) can exist given that each company is
different and can be in an exceptional situation. That being said, 60 companies limit the impact
of one exception and outliers have been analyzed and adjusted if necessary.
When analyzing main results, these main limits should not be forgotten even though they have

been limited as much as possible.
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Conclusion

Today, socially responsible investments (SRI) is defined as “an investment discipline
that considers environmental, social and corporate governance (ESG) criteria to generate
long-term competitive financial returns and positive societal impact.” (US SIF, 2019). Over the
last few years, the importance of SRI has skyrocketed such as in 2018, one in four US dollars
under professional management in the US is involved in sustainable and responsible investing
(US SIF, 2018a).

Companies have to pass a screening phase, composed of positive (e.g. environment friendly)
and negative criteria (e.g. use of nuclear energy) in order to have access to SRI. As mentioned
in the definition, the main goal of SRI is to have a positive societal impact. Based on this
objective, this thesis tried to answer the following research question: “Are companies having
access to Socially Responsible Investment, benefiting companies, positively affected and on the
contrary, ineligible companies are disadvantaged by the rise of SRI?".

In order to answer that question, five sub-hypotheses have been designed based on five
variables (Weighted Average Cost of Capital, R&D expense, Share price, Debt-to-Equity ratio
and Revenue). In order to verify these five sub-hypotheses, for each industry (technology
industry, health care industry and consumer goods and service industry) ten benefiting
companies and ten ineligibles companies have been selected. Data for the last five years for
each company for each variable have been collected, resulting in the collection of more than
1,300 raw data. Then, five analyses have been conducted (an individual analysis, an industry
analysis, a comparison within industry, a global comparison within industry and a global
comparison).

Overall, the global comparison within industry which is the most accurate analysis, resulted in
three main conclusions.

First, for the technology industry, companies having access to Socially Responsible
Investment, benefiting companies, are advantaged compared to ineligible companies.
Second, for the health care industry, companies having access to Socially Responsible
Investment, benefiting companies, are neither advantaged nor disadvantaged compared to

ineligible companies.
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Third, for the consumer goods/services industry, companies having access to Socially
Responsible Investment, benefiting companies, are slightly advantaged compared to
ineligible companies.

As a result, the research question, which is “are benefiting companies advantaged by SRI
compared to ineligible companies?”, is positively answered for the technology industry and
the consumer goods and services industry and negatively answered for the health care

industry.

Given these results, SRI does advantage benefiting companies compare to ineligible
companies in certain industries. Nonetheless, their impact is still limited. Therefore, what is
the future of SRI?

Experts, such as C. Dumas, believe that the SRI can have a bigger impact if they are uniform
for every entity all over the world. Indeed, today screening criteria are subjective and
companies’ reports are not transparent. One way to solve that issue is to give labels to funds.
Only funds complying with the label rules would be allowed to claim it. In addition, it would
allow investors to be assured that they invest in responsible funds.

This idea is already being developed in many countries. For example, in Belgium, a label has
been created by the Belgian financial sector federation Febelfin (Beard, 2019). This label is not
fully ready to be implemented but it will soon be on the market. The main objective is to
increase the presence of SRI (Febelfin, 2019).

Initiatives like this latter one could increase the level of SRl and therefore, increase the positive
impact on the society. In a few years, similar analyses than conducted in this thesis, could lead
to even more positive results thanks to labels...

In addition, C. Dumas mentioned that screening criteria have to continuously evolve. Indeed,
technologies are evolving and as a consequence, new sort of scandals emerge. For example,
Facebook has been involved in a large data privacy issue (LaForgia et. al, 2019). However,
Facebook is still present in many SRI portfolio (present in five portfolios out of the nine
studied). It would not be surprising to witness new negative criteria related to data privacy
very soon. New criteria would allow SRI funds to adapt their portfolio according to new

innovations.
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Annex

Annex 1

The six Principles of Responsible Investment (Principles of Responsible Investment, 2018).

e Principle 1: We will incorporate ESG issues into investment analysis and decision-
making processes.

e Principle 2: We will be active owners and incorporate ESG issues into our ownership
policies and practices.

e Principle 3: We will seek appropriate disclosure on ESG issues by the entities in which
we invest.

e Principle 4: We will promote acceptance and implementation of the Principles within
the investment industry.

e Principle 5: We will work together to enhance our effectiveness in implementing the
Principles.

e Principle 6: We will each report on our activities and progress towards implementing

the Principles.
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Negative criteria

Positive criteria

Calvert Social
Investment Fund
(Calvert, 2017)

Nuclear Energy
Oppressive regimes
Armaments
Alcohol

Tobacco

Gambling

Environmentally friendly
Inclusive management style'
Diversity (no discrimination)
Creativity and community
awareness

Friends Provident
Stewardship Trust
(Aviva, 2018)

Environmental
damage/pollution
Animal exploitation
Oppressive regimes
Weapons

Nuclear power
Tobacco

Alcohol

Gambling
Pornography
Offensive advertising

Supplying basic necessities
Products and services benefit
to the community
Conservation of energy or
natural resources

Good employment practices
Community involvement
Equal opportunities (no
discrimination)
Environmental improvement
Stakeholding

Training and education

Citizens Funds,
acquired in 2008
by Sentinel
Investments of
Montpelier,
Vermont

(Keane, 2008)

Tobacco
Alcoholic
Nuclear power
Weapons
Gambling

Lack diversity
Test on animals

Environment

Human rights

Diversity/equal opportunities
Employee relations
Community relations

Animal issues

Standard Life’s UK
Ethical Fund
(Standard Life
Investment, 2018)

Environmental
damage/pollution’
Animals testing
Genetic engineering
Intensive farming
Pornography
Weapons

Nuclear power
Alcohol

Tobacco
Gambling

Environment

Promote sound employment
practices3

Benefit the environment or
human life

Donate to charities or are
strongly involved in the
community

Do not hide the amount paid
to their directors

Table 20: Screening criteria (positive and negative)

(Sparkes, 2002, pp. 93, 98-100, 105-106, 111-114)

! Staff participation encouraged in decision making and employee stock ownership or profitsharing

plans are offered

2 Water and environmental pollution and Ozone-depleting chemicals
* Companies which maintain good employee welfare standards/conditions of employment
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Annex 3

Examples of ESG Criteria
Used by Sustainable Investors

Anti-Corruption

Sustainable Natural
Resources/Agriculture

ol

o US8
Wt
co™

FOUNDATION

The Forum for Sustanable and Responsible Investment

Figure 2: Common screening criteria based on ESG

(US SIF, 2018¢)
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Annex 4
Country SRI Assets (€ billion) Number of SRI retail funds

Austria 34 39
Belgium 7.2 214
Denmark 1.7 17
France 45.6 263
Germany 9.0 90
Italy 3.2 12
Luxembourg 0.3 4
Netherlands 11.0 51
Norway 3.4 29
Spain 1.8 16
Sweden 75 40
Switzerland 11.7 87
United

Kingdom 21.3 95

Table 21: SRl assets, in billions of euro, and number of SRI retail funds by European country
in 2014
(Vigeo Eiris rating, 2014)
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5
Benificiary
l :
Pension Fund Insurance Fund Retail Funds Mutual Funds Banks
) 5 2 2 Bank
6
Asset Manager
Asset Manager €
B PE
Fund Asset Bank NGO g
Manager Manager
7T\
JAA
/ 3/ 3 3
9
|Own Fund ISR| I Fund RS, | | Fund RSI, I Fund RSI;
7/8
4 4 4 4 4
Company 1 Company 2| ||Company 1 Company 2 Company 1 ‘Company 1‘ |Company 2|
v v < k.
Company 3 ‘Company3| ‘Company3| ICompany 3| Company 3
d’Argent, 2019
Beneficiary place their money in an entity of their choice
They lend money to Asset Manager with clear investments instructions/criteria
Asset Managers place their money in SRI funds
SRI Funds invest in companies passing screening criteria
Entities can have direct influence on companies to encourage them for be Socially Responsible

(SR)

Mutual Funds can also place money in NGOs

NGOs can directly invest in companies to be activist shareholders

NGOs can cooperate/influence companies without investing in them

Investment Department of banks can invest in companies passing screening criteria

Figure 3: Main actors in SRI
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| NGOs as Advisors |

Socially Responsible
Investment Funds

NGOs as Shareholder Activists

J

Institutional Investors/
Pension Fugds

Improved Corporate Ethical
And Social Responsibility
Practices and Performance

e

NGOs as Advocates

4

NGOs as SRI Fund Sponsors

Figure 4: Two roles of NGOs on the SRI system

(Guay, Doh, Sinclair, 2004, p. 132)
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Annex 7

U.S. Index Comparison
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Figure 5: Comparison of Socially Responsible Indices to “traditional” ones

(RBC Global Asset Manager, 2012)
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Figure 6: Curvilinear relationship discovered by Barnett and Salomon in 2002

(RBC Global Asset Manager, 2012)
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Annex 9
Companies Sustainanalytitl:s N.umber of preser.mce Marketzcap Creati?n

Score (0-100) in funds’ portfolio (sB) Year
Accenture 93.75 7 112.55 1989
Alphabet 83.13 8 828.58 1998
Apple 77.08 7 954.72 1976
Cisco 93.75 7 239.91 1984
Facebook 76.25 5 551.17 2004
Intel 98,11 6 229.00 1968
MasterCard 90,63 6 253.97 1966
Microsoft 95.00 7 980.07 1975
Oracle 88.75 6 187.42 1977
Visa 86,88 5 354.93 1958
AbbVie 80,00 7 117.16 2013
Agilent 84,00 7 25.21 1999
Amgen 70,00 7 107.96 1980
Biogen 88,67 7 45.76 1978
Bristol 82,00 5 78.43 1887
Edwards 92,37 7 38.15 1958
Gilead 70,67 8 86.24 1987
Merck 92,00 7 205.28 1891
Mettler 91.33 6 18.88 1989
ResMed 83.90 5 16.15 1989
Best Buy 88,04 6 20.16 1966
Campbell 95.28 5 11.50 1869
General M. 89,76 5 30.95 1928
Home D. 94,57 7 220.14 1978
Kellogg 71.65 7 19.55 1906
Kimberly C. 80,77 5 43.98 1872
Lowe’s 83,70 5 88.63 1921
PepsiCo 78,74 6 178.42 1898
Starbucks 92,77 7 94.47 1971
Tiffany 75,00 6 12.82 1837

Tables 22: Benefiting companies (ESG score, portfolio presence and market cap)

! As of May 6th, 2019
2 As of May 6th, 2019 on YChart (a)
® Retrieved from Google Disclaimer
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Annex 10
Companies Sustainanalytifs Number of preser\cze in Market3cap Creati?n
Score (0-100) funds’ portfolio (sB) Year
Avnet 36.59 1 4.93 1921
cal 61.36 1 19.72 1976
Constellation® 0.00 1 25.01 1995
FireEye 14.29 0 3.32 2004
Flir 28.13 1 7.06 1978
KBR 40.48 0 3.33 1998
Nuance 27.05 0 4.74 1992
Open Text 56.88 0 10.59 1991
Sabre 62.50 0 5.84 1960
Tableau Soft 18.58 0 10.58 2003
Alnylam 18.67 1 7.90 2002
Bausch Health 1.67 1 8.94 1959
DexCom 5.93 1 11.13 1999
lonis 6.14 0 10.17 1980
Mallinckrodt 9.48 0 1.37 1867
MedNax 3.75 1 2.56 1979
Puma Bio. 21.98 0 1.23 2007
Patterson 23.66 1 2.14 1878
Seattle Gen. 29.33 0 11.04 1997
United The. 31.33 0 4.41 1934
Dick’s 46.25 0 3.42 1948
Dish 11.90 1 16.28 1996
Edgewell 13.64 0 2.28 2015
Herbalife 0.00 1 7.59 1980
Qurate 20.00 1 7.52 1998
Stericycle 11.54 0 4.72 1989
Tegna 27.54 0 3.45 1906°
Toll Brothers 46.15 1 5.65 1967
Urban Out. 38.55 1 3.08 1970
Waste Con. 31.75 0 24.5 1997

Table 23: Ineligible companies (ESG score, portfolio presence and market cap)

! As of May 6th, 2019
2 As of March 31st or April 29th/30th, 2019

* As of May 6th, 2019 on YChart (a)
* Retrieved from Google Disclaimer
> Listed on the Toronto Stock Exchange
® From the split of Gannett in 2015
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Companies

iShares
KLD!

iShares Low
Carbon®

iShares
USA”

SPDR Fos.
Fuel®

SPDR
Gender®

Trillium
P21%°

TIAA
CREF®

Parn-

assus’>*

Van-
guard?

Accenture

X

>

>

Alphabet

Apple

Cisco

X [ X | X | X

X [ X | X

Facebook

Intel

X[ X | X|IX|X]|X

MasterCard

Microsoft

Oracle

Visa

AbbVie

Agilent

Amgen

XX XPEIX|IX|X|X[|X|X|X]|X]|X

Biogen

X | X | X]| X

Bristol

>

Edwards

Gilead

Merck

Mettler

X | X | XX

ResMed

Best Buy

XEIX|IX|IX|IX|X|X|IX|X|X|X]EIX|X|X|X|X|X|X|X]|X

Campbell

X | X IX|X|X|X

General M.

Home D.

>

Kellogg

>

Kimberly C.

X[ X | X|IX|X]|X

Lowe’s

XIX|IX|IX|[X|X[XIX|X|X|IX|X]|X|X|X|X|X]IX|X|X|X|X]|X]|X

PepsiCo

Starbucks

X[ X | X|X|[X]|X]|X

XX | X|IX[X|X[X[X]|XEIX]|IX|X]|X|IX|X]|X|IX|X|XIX|X|X|X|X|X|X]|X]|X

Tiffany

X

X

X

X|IX|X|IX|X[X|X|X|X|XEIX|X|X|X|X|X|X|X]|X]|X

X | X | X | X

Table 24: Company presence in fund’s portfolios (X: Yes)

! As of April 30th, 2019
2 As of April 29th, 2019
* As of March 31st, 2019

* Only access to top 27 holdings
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Annex 12
. 140 R&D Expense’ Share price | Debt/Equity | Revenue
Companies WACC" (%) ($M) index® * ($) ratio® S($M)
Accenture 2018: 6.55 141.01 0.00 41 603
2017:7.30 150.35 0.00 36 765
2016: 6.53 NA’ 111.75 0.00 34798
2015:8.43 98.62 0.00 32914
2014:9.39 82.51 0.01 31875
Alphabet Inc 9.73 21419 1044.96 0.02 136 819
Class A 8.41 16 625 1053.40 0.03 110 855
7.23 13948 792.45 0.03 90 272
7.52 12 282 778.01 0.04 74 989
6.81 9832 530.66 0.05 66 001
Apple Inc 9.88 14 236 157.07 1.07 265 595
9.74 11581 166.02 0.86 229 234
9.99 10 045 111.82 0.68 215639
8.20 8 067 99.41 0.54 233715
8.54 6041 102.50 0.32 182 795
Cisco Systems 8.44 6332 42.98 0.59 49 330
Inc 9.44 6 059 36.88 0.51 48 005
7.83 6 296 28.09 0.45 49 247
7.93 6 207 24.39 0.43 49 161
9.10 6294 24.24 0.37 47 142
Facebook 6.6 10273 131.09 0.01 55 838
Class A Inc 5.83 7754 176.46 0.01 40 653
4.36 5919 115.05 0.00 27 638
7.84 4 816 104.66 0.01 17 928
9.92 2 666 78.02 0.01 12 466
Intel Corp 6.55 13543 46.64 0.35 70 848
8.92 13035 44.75 0.38 62 761
8.62 12 685 34.20 0.38 59 387
6.96 12128 31.44 0.37 55355
7.10 11537 32.15 0.24 55870
MasterCard 8.83 188.00 1.17 14 950
9.03 150.02 0.99 12 497
Inc Class A 9.36 NA 101.59 0.92 10 776
9.79 95.02 0.55 9 667

! Retrieved on (Gurufocus, 2019c)
2 Retrieved on (Macrotrends, 2019)

3
Year close

* Retrieved on (Macrotrends, 2019b)

> Retrieved on (Gurufocus, 2019b)

® Retrieved on (Macrotrends, 2019d)

” Not Applicable
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9.60 83.50 0.22 9441
Microsoft 9.51 14 726 101.14 0.92 110 360
Corp 9.86 13037 83.72 0.98 96 571
7.38 11988 59.50 0.74 91 154
6.95 12 046 51.71 0.44 93 580
6.49 11381 42.14 0.25 86 833
Oracle 7.70 6091 44.97 1.33 39831
7.64 6159 46.17 1.08 37728
7.74 5787 36.95 0.93 37 047
8.28 5524 34.57 0.86 38 226
8.69 5151 41.97 0.51 38 275
Visa Inc Class 8.64 131.71 0.49 20 609
A 8.70 113.07 0.56 18 358
8.26 NA 77.83 0.48 15 082
7.65 75.79 0.00 13 880
6.86 63.62 0.00 12 702
AbbVie Inc. 9.47 10 329 91.04 -4.77 32753
9.10 5007 91.94 7.33 28 216
9.26 4 385 57.42 7.95 25 638
10.30 4285 52.26 8.03 22 859
11.88 3297 55.87 8.62 19 960
Agilent 10.50 385 67.46 0.39 4914
11.42 339 66.35 0.42 4472
9.59 329 44.73 0.45 4202
8.48 330 40.61 0.40 4038
6.90 358 39.25 0.31 4048
Amgen Inc. 8.31 3737 193.17 2.71 23747
10.20 3562 167.72 1.40 22 849
9.65 3840 137.20 1.16 22 991
8.31 4070 148.40 1.12 21 662
4.79 4297 142.73 1.19 20063
Biogen Inc. 12.47 2597 300.92 0.46 13453
5.53 2254 318.57 0.47 12 274
4.42 1973 261.39 0.54 11 449
4.39 2013 282.37 0.70 10764
7.12 1893 312.88 0.05 9703
Bristol Myers 8.68 6 345 51.51 0.52 22 561
. 7.94 6482 59.15 0.68 20776
Squibb
7.83 5012 54,91 0.42 19 427
8.02 5920 63.48 0.47 16 560
7.07 4534 53.24 0.53 15 879
Edwards 7.39 622 153.17 0.19 3723
Lifesciences 6.33 552 112.71 0.35 3435
7.66 442 93.70 0.31 2964
Corp. 5.31 383 78.98 0.24 2494
5.07 346 63.69 0.27 2323
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Gilead 8.26 5018 62.55 1.28 22127
Sciences Inc. 6.36 3734 69.44 1.64 26 107
7.01 5098 67.43 1.40 30390
8.81 3014 93.15 1.20 32639
8.91 2854 85.75 0.81 24 890
Merck & Co 5.57 9752 76.41 0.94 42 294
Inc. 6.54 10 339 54.58 0.71 40 122
6.68 10 261 55.40 0.62 39 807
6.10 6 704 48.15 0.59 39 498
5.44 7 180 50.09 0.44 42 237
Mettler 10.94 141 565.58 1.75 2936
8.98 128 619.52 1.79 2725
8.68 119 418.56 2.06 2508
7.81 119 339.13 1.02 2 395
9.81 123 302.46 0.63 2486
ResMed 10.21 155 113.43 0.14 2 340
6.87 144 83.17 0.55 2 067
4.83 119 59.81 0.69 1839
5.14 115 50.67 0.19 1679
6.21 118 51.87 0.17 1555
Best Buy 3.76 52.96 0.38 42 151
5.55 66.70 0.29 39403
8.78 NA 40.55 0.40 39528
8.81 27.65 0.32 40 339
8.50 34.06 0.40 40 611
Campbell 2.79 110 32.32 7.25 8 685
2.63 111 45.58 2.16 7 890
2.80 105 55.80 2.32 7 961
6.08 117 47.43 2.96 8082
4,99 122 38.69 2.49 8 268
General Mills 6.11 38.47 2.58 15 740
Inc. 4.66 56.21 2.19 15620
5.17 NA 56.57 1.71 16 563
5.50 51.27 1.84 17 630
3.76 45.97 1.34 17 910
Home Depot 8.30 171.82 18.59 100 904
Inc. 8.26 185.38 5.45 94 595
7.24 NA 128.19 3.36 88519
8.08 123.81 1.85 83176
9.00 96.31 1.37 78 812
Kellogg 5.35 57.01 3.42 13 547
3.17 65.78 3.96 12 854
4.88 NA 69.19 4.07 12 965
5.07 66.04 3.64 13 525
6.40 58.03 2.64 14 580
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Kimberly 5.11 113.94 -25.98 18 486
Clark Corp. 6.06 116.39 11.80 18 348
5.62 NA 106.73 -74.24 18 287
6.92 115.63 -44.68 18 591
5.09 101.65 9.54 19724
Lowe’s 8.86 91.88 2.89 68 619
8.56 90.77 2.44 65 017
7.07 NA 68.12 1.65 59 074
8.90 71.61 1.14 56 223
8.78 63.85 0.85 53417
PepsiCo Inc. 5.80 110.48 2.23 64 661
5.46 116.07 3.61 63 525
5.72 NA 98.51 3.33 62 799
6.04 91.39 2.79 63 056
4.18 84.04 1.66 66 683
Starbucks 6.51 64.07 8.07 24719
Corp. 5.74 55.83 0.72 22 387
5.44 NA 52.99 0.61 21316
6.88 56.44 0.40 19 163
8.51 38.08 0.39 16 448
Tiffany 11.09 80.51 0.31 4170
12.39 101.83 0.37 4002
12.12 NA 74.28 0.38 4105
14.22 71.39 0.39 4250
8.50 98.10 0.28 4031

Table 25: Data Benefiting Selected Companies
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Annex 13
R&D
. 1 5 Share price | Debt/Equity Revenue
Companies WACC" (%) Expense index’ * ($) ratio® S($M)
($m)
2018: 6.62 36.10 0.35 19 037
2017: 6.56 38.91 0.34 17 440
Avnet 2016: 7.33 NA 45.93 0.53 16 741
2015: 9.65 40.67 0.42 17 655
2014: 8.95 40.23 0.42 27 500
5.74 61.19 0.27 8 966
5.24 54.33 0.30 8261
CaGl 3.91 NA 48.03 0.30 11 850
4.73 40.03 0.35 8 400
3.95 38.16 0.54 9 707
3.79 650.74 0.43 3970
Constellation 4.13 605.01 0.55 3220
o7 2.86 NA 457.41 0.76 2 820
' 5.69 416.75 1.05 2350
6.79 299.25 1.13 1 840
8.37 254 16.21 1.48 831
_ 10.10 243 14.20 1.23 780
FireEye 7.01 280 11.90 0.88 706
7.00 279 20.74 0.68 623
NA 203 31.58 0.00 426
10.04 176 43.40 0.23 1776
_ 5.96 171 45.90 0.23 1 800
Flir 5.48 148 35.09 0.31 1662
5.64 133 26.80 0.22 1557
5.16 143 30.42 0.23 1531
12.95 15.18 0.74 4913
9.05 19.47 0.41 4171
KBR 8.80 NA 16.07 0.92 4268
7.22 15.95 0.06 5096
13.20 15.69 0.08 6 366
8.85 305 13.23 1.27 2 052
Nuance 7.67 266 16.35 1.36 1939
-21.63 271 14.90 1.26 1949

! Retrieved on (Gurufocus, 2019c)

2 Retrieved on (Macrotrends, 2019a)

3
Year close

* Retrieved on (Macrotrends, 2019b)

> Retrieved on (Gurufocus, 2019b)

® Retrieved on (Macrotrends, 2019d)
7 Listed on the Toronto Stock Exchange
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-15.74 307 19.89 0.93 1931
10.99 334 14.27 0.83 1923
5.97 323 32.60 0.71 2815
7.23 282 34.94 0.73 2291
Open Text 3.38 195 29.80 1.09 1824
4.21 196 22.76 0.85 1852
6.94 177 27.21 0.80 1625
6.60 21.64 3.52 3867
5.39 20.02 4.99 3598
Sabre 6.67 NA 23.72 5.53 3374
6.70 26.08 6.96 2 961
6.01 20.27 36.56 2 631
9.86 383 120.00 0.00 1155
12.25 334 69.20 0.00 877
Tableau Soft. 11.11 303 42.15 0.00 827
NA 204 94.22 0.00 654
NA 111 84.76 0.00 413
18.72 505 72.91 0.02 75
22.43 391 127.05 0.02 90
Alnylam 17.73 382 37.44 0.16 47
15.10 276 94.14 0.00 41
15.68 190 97.00 0.00 51
0.81 413 18.79 8.89 8380
2.71 361 20.78 4.35 8724
Bausch Health 2.07 421 14.52 9.47 9674
0.90 334 101.65 5.26 10 447
3.57 246 141.46 2.89 8206
8.14 414 119.80 1.53 1032
2.66 185 57.39 0.80 718
DexCom 5.12 156 59.70 0.02 573
2.37 137 81.90 0.01 402
6.61 69 55.05 0.03 259
19.24 415 54.06 0.62 600
. 20.14 375 50.30 2.16 514
lonis 18.99 344 47.83 5.92 373
13.56 323 61.93 2.36 284
11.06 242 61.57 1.78 214
0.92 361 15.80 2.11 3216
1.85 277 22.56 1.03 3222
Mallinckrodt 8.43 261 49.82 1.15 3381
0.00 203 74.63 1.22 2923
0.00 140 99.03 0.79 1650
6.05 33.00 0.64 3647
3.09 53.44 0.60 3458
MedNax 3.45 NA 66.66 0.62 3183
4.50 71.66 0.52 2 780
9.17 66.11 0.25 2 439
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10.87 165 20.53 4.43 251
_ 14.77 208 98.85 0.91 28
Puma Bio. 2.43 223 30.70 0.00 -276
0.43 208 78.40 0.00 240
11.27 123 189.27 0.00 -142
8.76 19.43 0.69 5466
6.89 34.27 0.77 5593
Patterson 6.67 NA 37.97 0.73 5387
5.59 40.99 0.48 3911
7.13 42.83 0.49 3585
16.51 565 56.66 0.00 655
15.88 457 53.50 0.00 482
Seattle Gen. 16.14 379 52.77 0.00 418
13.78 295 44.88 0.00 337
16.22 231 32.13 0.00 287
8.56 2 462 105.85 1.18 66 501
9.63 2427 124.08 0.93 59 837
United The. 10.71 2376 104.17 0.87 57 244
10.72 2279 88.95 0.75 56 098
10.03 2 475 103.98 0.63 57 900
4.21 31.20 0.03 8437
_ 3.38 28.01 0.00 8590
Dick’s 4.01 NA 50.74 0.00 7922
9.33 33.38 0.00 7271
10.04 46.36 0.00 6814
4.67 24.97 1.76 13621
_ 4.96 47.75 2.34 14 391
Dish 6.31 NA 57.93 3.57 15212
7.32 57.18 5.00 15 225
6.52 72.89 7.17 14 643
5.25 61 37.35 0.74 2234
5.67 68 59.39 0.89 2298
Edgewell 6.66 72 72.99 1.01 2362
7.37 71 78.37 0.92 2421
6.14 69 94.71 0.91 2612
5.73 58.95 -3.39 4 892
4.13 33.86 6.78 4428
Herbalife 6.24 NA 24.07 7.38 4488
7.13 26.81 -30.32 4 469
16.55 18.85 -5.36 4959
6.88 19.52 1.31 14 070
6.57 24.42 0.86 10 404
Qurate 7.14 NA 19.98 1.31 10 647
8.46 27.32 1.26 9 989
9.81 29.42 1.36 10 499
Stericycle 7.21 NA 36.69 1.08 3486
1.57 67.99 0.95 3581
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2.02 77.04 1.05 3562
2.48 120.60 1.17 2986
3.95 131.08 0.88 2556
7.88 10.87 2.20 2207
8.36 13.75 3.02 1903
Tegna 7.14 NA 13.04 1.78 2 004
8.60 15.19 1.90 1765
9.49 15.08 1.38 2626
5.73 32.83 0.78 7 143
7.34 47.37 0.71 5815
Toll Brothers 5.98 NA 30.39 0.89 5170
6.33 32.65 0.90 4171
5.60 33.60 0.88 3912
6.94 33.20 0.00 3616
Urban 5.69 35.06 0.00 3546
Outfitters 3.50 NA 28.48 0.13 3445
5.78 22.75 0.00 3323
6.01 35.13 0.00 3087
8.50 74.25 0.65 4923
6.20 70.40 0.63 4630
Waste Con. 5.65 NA 51.60 0.64 3376
6.01 36.69 1.09 2117
4.16 28.37 0.89 2 079

Table 26: Data Ineligible Selected Companies
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Annex 14
Average
ear | Wacc (%) | o | Yearly | Cre
Growth

2018 6,55 -10% -8% -30% 0,14
2017 7,30 12%

Accenture | 7016 6,53 -23%
2015 8,43 -10%
2014 9,39
2018 9,73 16% 10% 43% 0,09
2017 8,41 16%

Alphabet | 7016 7,23 -4%
2015 7,52 10%
2014 6,81
2018 9,88 1% 4% 16% 0,12
2017 9,74 -3%

Apple | 2016 9,99 22%
2015 8,20 -4%
2014 8,54
2018 8,44 -11% 1% 7% 0,15
2017 9,44 21%

Cisco 2016 7,83 -1%
2015 7,93 -13%
2014 9,10
2018 6,60 13% 5% -33% 0,35
2017 5,83 34%

Facebook | 7016 4,36 -44%
2015 7,84 21%
2014 9,92
2018 6,55 27% 0% -8% 0,21
2017 8,92 3%

Intel 2016 8,62 24%
2015 6,96 2%
2014 7,10
2018 8,83 2% 2% -8% 0,03
2017 9,03 -4%

MasterCard | 2016 9,36 -4%
2015 9,79 2%
2014 9,60




2018 9,51 -4% 11% 47% 0,16
2017 9,86 34%
Microsoft | 2016 7,38 6%
2015 6,95 7%
2014 6,49
2018 7,70 1% -3% -11% 0,03
2017 7,64 -1%
Oracle | 2016 7,74 7%
2015 8,28 -5%
2014 8,69
2018 8,64 -1% 6% 26% 0,05
2017 8,70 5%
Visa 2016 8,26 8%
2015 7,65 12%
2014 6,86
R&D Yearly Average Overall | Standard
Year Expense Yearly ...
($M) growth Growth Growth | Deviation
2018
2017
Accenture | 2016
2015
2014
2018 | 21419,00 29% 22% 118% 0,07
2017 16 625,00 19%
Alphabet | 5016 | 1394800 | 14%
2015 12 282,00 25%
2014 9 832,00
2018 14 236,00 23% 24% 136% 0,07
2017 11 581,00 15%
Apple 2016 10 045,00 25%
2015 8 067,00 34%
2014 6 041,00
2018 6 332,00 5% 0% 1% 0,77
2017 6 059,00 -4%
Cisco 2016 | 6296,00 1%
2015 6 207,00 -1%
2014 6 294,00
Facebook |2018| 1027300 | 32%  42%  285% 0,26
2017 7 754,00 31%
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2016 | 5919,00 23%
2015 | 4816,00 81%
2014 | 2 666,00
2018 | 13 543,00 4% 4% 17% 0,01
2017 | 13 035,00 3%
Intel 2016 | 12 685,00 5%
2015 | 12 128,00 5%
2014 | 11537,00
2018
2017
MasterCard | 2016
2015
2014
2018 | 14726,00 | 13% 7% 29% 0,06
2017 | 13 037,00 9%
Microsoft | 2016 | 11 988,00 0%
2015 | 12 046,00 6%
2014 | 11 381,00
2018 | 6091,00 1% 4% 18% 0,04
2017 | 6159,00 6%
Oracle | 2016 | 5787,00 5%
2015 | 5524,00 7%
2014 | 5151,00
2018
2017
Visa 2016
2015
2014
Year Share price | Yearly A\;I:ar:ie Overall | Standard
(S) growth Growth Growth | Deviation
2018 | 141,01 -6% 15% 71% 0,17
2017 | 150,35 35%
Accenture | 2016 | 111,75 13%
2015 98,62 20%
2014 82,51
2018 | 1044,96 1% 20% 97% 0,23
Alphabet | 2017 | 1053,40 33%
2016 | 792,45 2%
2015 | 778,01 47%
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2014 | 530,66
2018 | 157,07
2017 | 166,02
Apple | 2016 | 111,82
2015 99,41
2014 | 102,50
2018 42,98
2017 36,88
Cisco 2016 28,09
2015 24,39
2014 24,24
2018 | 131,09
2017 | 176,46
Facebook |7016| 115,05
2015 | 104,66
2014 78,02
2018 46,64
2017 44,75
Intel 2016 34,20
2015 31,44
2014 32,15
2018 | 188,00
2017 | 150,02
MasterCard | 2016 101,59
2015 95,02
2014 83,50
2018 | 101,14
2017 83,72
Microsoft | 2016 59,50
2015 51,71
2014 42,14
2018 44,97
2017 46,17
Oracle | 2016 36,95
2015 34,57
2014 41,97
2018 | 131,71
Visa 2017 | 113,07
2016 77,83
2015 75,79

-5%
48%
12%
-3%

17%

31%

15%
1%

-26%
53%
10%
34%

4%
31%
9%

-2%

25%
48%
7%
14%

21%
41%
15%
23%

-3%
25%
7%
-18%

16%
45%
3%
19%

13%

16%

18%

10%

23%

25%

3%

21%

53%

77%

68%

45%

125%

140%

7%

107%

0,25

0,13

0,34

0,14

0,18

0,11

0,18

0,18
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2014 63,62
Year Debt/Equity | Yearly A;/:ar:ie Overall | Standard
ratio growth Growth Growth | Deviation
2018 - 0% 0% 0% -
2017 - 0%
Accenture | 2016 - 0%
2015 - 0%
2014 0,01
2018 0,02 -33% 5% -60% 0,63
2017 0,03 100%
Alphabet | 5016 0,03 -25%
2015 0,04 -20%
2014 0,05
2018 1,07 24% 36% 234% 0,22
2017 0,86 26%
Apple | 2016 0,68 26%
2015 0,54 69%
2014 0,32
2018 0,59 16% 57% 100% 0,49
2017 0,51 13%
Cisco 2016 0,45 100%
2015 0,43 100%
2014 0,37
2018 0,01 0% 0% 0% -
2017 0,01
Facebook 2016 . 0%
2015 0,01 0%
2014 0,01
2018 0,35 -8% 12% 46% 0,28
2017 0,38 0%
Intel 2016 0,38 3%
2015 0,37 54%
2014 0,24
2018 1,17 18% 61% 432% 0,65
2017 0,99 8%
MasterCard | 2016 0,92 67%
2015 0,55 150%
2014 0,22
Microsoft | 2018 | 0,92 6%  43%  268% 0,38
2017 0,98 32%
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2016 0,74 68%
2015 0,44 76%
2014 0,25
2018 1,33 23% 29% 161% 0,27
2017 1,08 16%
Oracle | 2016 0,93 8%
2015 0,86 69%
2014 0,51
2018 0,49 -13% 26% 2% 0,51
2017 0,56 17%
Visa 2016 0,48 100%
2015 - 0%
2014 -
Year Revenue Yearly A\;I:ar;ie Overall | Standard
(SM) growth Growth Growth | Deviation
2018 | 41603,00 | 13% 7% 31% 0,04
2017 | 36 765,00 6%
Accenture | 2016 | 34 798,00 6%
2015 | 32 914,00 3%
2014 | 31 875,00
2018 | 136819,00 | 23% 20% 107% 0,04
2017 | 110855,00 | 23%
Alphabet | 2016 | 90272,00 | 20%
2015 | 74989,00 | 14%
2014 | 66 001,00
2018 | 26559500 | 16% 11% 45% 0,15
2017 | 229234,00 | 6%
Apple 2016 | 215639,00 | -8%
2015 | 233 715,00 | 28%
2014 | 182 795,00
2018 | 49 330,00 3% 1% 5% 0,03
2017 | 48 005,00 -3%
Cisco 2016 | 49 247,00 0%
2015 | 49 161,00 4%
2014 | 47 142,00
2018 | 55838,00 | 37% 46% 348% 0,07
Facebook |2017 | 40653,00 | 47%
2016 | 27638,00 | 54%
2015 | 17928,00 | 44%
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2014 | 12 466,00
2018 | 70 848,00
2017 | 62 761,00
Intel 2016 | 59387,00
2015 | 55 355,00
2014 | 55870,00
2018 | 14 950,00
2017 | 12 497,00
MasterCard | 2016 | 10 776,00
2015 | 9667,00
2014 | 9441,00
2018 | 110 360,00
2017 | 96 571,00
Microsoft | 2016 | 91 154,00
2015 | 93 580,00
2014 | 86 833,00
2018 | 39831,00
2017 | 37728,00
Oracle | 2016 | 37047,00
2015 | 38226,00
2014 | 38275,00
2018 | 20609,00
2017 | 18358,00
Visa 2016 | 15 082,00
2015 | 13880,00
2014 | 12 702,00

13%
6%
7%
-1%

20%

16%

11%
2%

14%
6%
-3%
8%

6%
2%
-3%
0%

12%
22%
9%
9%

6%

12%

6%

1%

13%

27%

58%

27%

4%

62%

0,06

0,07

0,07

0,04

0,06

Table 27: Tech industry for benefiting companies
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Annex 15

Average
Yearl ] t
Companies Year WACC (%) early Yearly Overa 5 ar_mda.rd
growth Growth Deviation
Growth
2018 6,62 1% -6% -26% 0,14
2017 6,56 -11%
Avnet 2016 7,33 -24%
2015 9,65 8%
2014 8,95
2018 5,74 10% 11% 45% 0,22
2017 5,24 34%
cal 2016 3,91 -17%
2015 4,73 20%
2014 3,95
2018 3,79 -8% -7% -44% 0,39
) 2017 4,13 44%
Constellation 2016 286 50%
Soft.
2015 5,69 -16%
2014 6,79
2018 8,37 -17% 9% 20% 0,32
2017 10,10 44%
FireEye 2016 7,01 0%
2015 7,00
2014 -
2018 10,04 68% 21% 95% 0,32
2017 5,96 9%
Flir 2016 5,48 -3%
2015 5,64 9%
2014 5,16
2018 12,95 43% 6% -2% 0,38
2017 9,05 3%
KBR 2016 8,80 22%
2015 7,22 -45%
2014 13,20
2018 8,85 15% -32% -19% 1,58
2017 7,67 135%
Nuance 2016 -21,63 -37%
2015 -15,74 -243%
2014 10,99
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2018 5,97 -17% 9% -14% 0,70
2017 7,23 114%
Open Text 2016 3,38 -20%
2015 4,21 -39%
2014 6,94
2018 6,60 22% 4% 10%
2017 5,39 -19%
Sabre 2016 6,67 0%
2015 6,70 11%
2014 6,01
2018 9,86 -20% -5% -11% 0,21
2017 12,25 10%
Tableau 2016 11,11
2015 NA
2014 NA
. R&D Yearly Average Overall Standard
Companies Year Expense Yearly . ..
($M) growth Growth Growth Deviation
2018
2017
Avnet 2016
2015
2014
2018
2017
cal 2016
2015
2014
2018
. 2017
g;)g.stellatlon 2016
2015
2014
2018 254,00 5% 7% 25% 0,21
2017 243,00 -13%
FireEye 2016 280,00 0%
2015 279,00 37%
2014 203,00
Flir 2018 176,00 3% 6% 23% 0,10
2017 171,00 16%
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2016 148,00 11%
2015 133,00 -7%
2014 143,00
2018
2017
KBR 2016
2015
2014
2018 305,00 15% -2% -9% 0,12
2017 266,00 -2%
Nuance 2016 271,00 -12%
2015 307,00 -8%
2014 334,00
2018 323,00 15% 17% 82% 0,19
2017 282,00 45%
Open Text 2016 195,00 -1%
2015 196,00 11%
2014 177,00
2018
2017
Sabre 2016
2015
2014
2018 383,00 15% 39% 245% 0,34
2017 334,00 10%
Tableau 2016 303,00 49%
2015 204,00 84%
2014 111,00
Companies Year Share price Yearly A\\(/:arfse Overall Star_mda.rd
(S) growth Growth Growth Deviation
2018 36,10 -7% -2% -10% 0,12
2017 38,91 -15%
Avnet 2016 45,93 13%
2015 40,67 1%
2014 40,23
2018 61,19 13% 13% 60% 0,06
2017 54,33 13%
cal 2016 48,03 20%
2015 40,03 5%




2014 38,16
2018 650,74
. 2017 605,01
g;)g.stellatlon 2016 457,41
2015 416,75
2014 299,25
2018 16,21
2017 14,20
Firekye 2016 11,90
2015 20,74
2014 31,58
2018 43,40
2017 45,90
Flir 2016 35,09
2015 26,80
2014 30,42
2018 15,18
2017 19,47
KBR 2016 16,07
2015 15,95
2014 15,69
2018 13,23
2017 16,35
Nuance 2016 14,90
2015 19,89
2014 14,27
2018 32,60
2017 34,94
Open Text 2016 29,80
2015 22,76
2014 27,21
2018 21,64
2017 20,02
Sabre 2016 23,72
2015 26,08
2014 20,27
2018 120,00
Tableay 2017 69,20
2016 42,15
2015 94,22

8%
32%
10%
39%

14%
19%
-43%
-34%

-5%

31%
31%
-12%

-22%
21%
1%
2%

-19%
10%
-25%
39%

-7%

17%
31%
-16%

8%
-16%
-9%
29%

73%
64%
-55%
11%

22%

-11%

11%

0%

1%

6%

3%

23%

117%

-49%

43%

-3%

-7%

20%

7%

42%

110.

0,16

0,32

0,23

0,18

0,30

0,22

0,20

0,59
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2014 84,76
A
. Debt/Equity Yearly verage Overall Standard
Companies Year . Yearly . .
ratio growth Growth Deviation
Growth
2018 0,35 3% -2% -17% 0,26
2017 0,34 -36%
Avnet 2016 0,53 26%
2015 0,42 0%
2014 0,42
2018 0,27 10% -10% -23% 0,20
2017 0,30 0%
CaGl 2016 0,30 -14%
2015 0,35 -35%
2014 0,54
2018 0,43 -22% -21% -62% 0,10
. 2017 0,55 -28%
Constellation 2016 0,76 8%
Soft.
2015 1,05 -7%
2014 1,13
2018 1,48 20% 30% 118% 0,10
2017 1,23 40%
FireEye 2016 0,88 29%
2015 0,68
2014 -
2018 0,23 0% 3% 0% 0,28
2017 0,23 -26%
Flir 2016 0,31 41%
2015 0,22 -4%
2014 0,23
2018 0,74 80% 358% 825% 7,19
2017 0,41 -55%
KBR 2016 0,92 1433%
2015 0,06 -25%
2014 0,08
2018 1,27 -7% 12% 53% 0,17
2017 1,36 8%
Nuance 2016 1,26 35%
2015 0,93 12%
2014 0,83
2018 0,71 -3% 0% -11% 0,25
Open Text
2017 0,73 -33%
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2016 1,09 28%
2015 0,85 6%
2014 0,80
2018 3,52 -29% -35% -90% 0,32
2017 4,99 -10%
Sabre 2016 5,53 -21%
2015 6,96 -81%
2014 36,56
2018 - 0% 0% 0% -
2017 - 0%
Tableau 2016 - 0%
2015 - 0%
2014 -
Companies Year Revenue Yearly A\\(/:arfse Overall Star_mda.rd
(SM) growth Growth Growth Deviation
2018 19 037,00 9% -7% -31% 0,20
2017 17 440,00 4%
Avnet 2016 16 741,00 -5%
2015 17 655,00 -36%
2014 27 500,00
2018 8 966,00 9% 1% -8% 0,31
2017 8 261,00 -30%
cal 2016 11 850,00 41%
2015 8 400,00 -13%
2014 9 707,00
2018 3 970,00 23% 21% 116% 0,06
) 2017 3220,00 14%
ggg‘f'te”at'on 2016 | 2820,00 20%
2015 2 350,00 28%
2014 1 840,00
2018 831,00 7% 19% 95% 0,18
2017 780,00 10%
FireEye 2016 706,00 13%
2015 623,00 46%
2014 426,00
2018 1776,00 -1% 4% 16% 0,04
) 2017 1 800,00 8%
Flir 2016 1662,00 7%
2015 1557,00 2%




2014 1531,00
2018 4913,00
2017 4171,00
KBR 2016 4 268,00
2015 5 096,00
2014 6 366,00
2018 2 052,00
2017 1 939,00
Nuance 2016 1 949,00
2015 1931,00
2014 1 923,00
2018 2 815,00
2017 2 291,00
Open Text 2016 1 824,00
2015 1 852,00
2014 1 625,00
2018 3 867,00
2017 3 598,00
Sabre 2016 3374,00
2015 2 961,00
2014 2 631,00
2018 1 155,00
2017 877,00
Tableau 2016 827,00
2015 654,00
2014 413,00

18%
-2%
-16%
-20%

6%
-1%
1%
0%

23%
26%
-2%
14%

7%
7%
14%
13%

32%
6%
26%
58%

-5%

2%

15%

10%

31%

-23%

7%

73%

47%

180%

113.

0,17

0,03

0,12

0,04

0,22

Table 28: Tech industry for ineligible companies
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Annex 16

Average
Yearl ] t
Companies Year WACC (%) early Yearly Overa 5 ar_mda.rd
growth Growth Deviation
Growth
2018 9,47 4% -5% -20% 0,08
2017 9,10 -2%
AbbVie 2016 9,26 -10%
2015 10,30 -13%
2014 11,88
2018 10,50 -8% 12% 52% 0,14
2017 11,42 19%
Agilent 2016 9,59 13%
2015 8,48 23%
2014 6,90
2018 8,31 -19% 19% 73% 0,39
2017 10,20 6%
Amgen 2016 9,65 16%
2015 8,31 73%
2014 4,79
2018 12,47 125% 28% 75% 0,70
2017 5,53 25%
Biogen 2016 4,42 1%
2015 4,39 -38%
2014 7,12
2018 8,68 9% 5% 23% 0,07
) 2017 7,94 1%
Bristol 2016 7,83 2%
Myers
2015 8,02 13%
2014 7,07
2018 7,39 17% 12% 46% 0,26
2017 6,33 -17%
FEdwards |16 7,66 44%
Lifesciences
2015 5,31 5%
2014 5,07
2018 8,26 30% 0% -7% 0,22
. 2017 6,36 -9%
Gilead
2016 7,01 -20%
2015 8,81 -1%
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2014 8,91
2018 5,57 -15% 1% 2% 0,12
2017 6,54 -2%

Merck 2016 6,68 10%
2015 6,10 12%
2014 5,44
2018 10,94 22% 4% 12% 0,18
2017 8,98 3%

Mettler 2016 8,68 11%
2015 7,81 -20%
2014 9,81
2018 10,21 49% 17% 64% 0,33
2017 6,87 42%

ResMed 2016 4,83 -6%
2015 5,14 -17%
2014 6,21

R&D Aver
Companies Year Expge‘nse Yearly Y:aflfle Overall Star_mda.rd
($M) growth Growth Growth Deviation

2018 10 329,00 106% 38% 213% 0,47
2017 5 007,00 14%

AbbVie 2016 4 385,00 2%
2015 4 285,00 30%
2014 3297,00
2018 385,00 14% 2% 8% 0,09
2017 339,00 3%

Agilent 2016 329,00 0%
2015 330,00 -8%
2014 358,00
2018 3737,00 5% -3% -13% 0,06
2017 3562,00 -7%

Amgen 2016 3 840,00 -6%
2015 4 070,00 -5%
2014 4 297,00
2018 2 597,00 15% 8% 37% 0,08
2017 2 254,00 14%

Biogen 2016 1 973,00 -2%
2015 2 013,00 6%
2014 1 893,00
2018 6 345,00 -2% 11% 40% 0,23
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2017 6 482,00 29%
Bristol 2016 5012,00 -15%
Myers 2015 5920,00 31%
2014 4 534,00
2018 622,00 13% 16% 80% 0,06
2017 552,00 25%
LifEedchviaerndcses 2016 442,00 15%
2015 383,00 11%
2014 346,00
2018 5018,00 34% 21% 76% 0,41
2017 3734,00 -27%
Gilead 2016 5 098,00 69%
2015 3014,00 6%
2014 2 854,00
2018 9 752,00 -6% 10% 36% 0,29
2017 10 339,00 1%
Merck 2016 10 261,00 53%
2015 6 704,00 -7%
2014 7 180,00
2018 141,00 10% 4% 15% 0,06
2017 128,00 8%
Mettler 2016 119,00 0%
2015 119,00 -3%
2014 123,00
2018 155,00 8% 7% 31% 0,10
2017 144,00 21%
ResMed 2016 119,00 3%
2015 115,00 -3%
2014 118,00
Companies Year Share price Yearly A\\(/:arfse Overall Star_mda.rd
(S) growth Growth Growth Deviation
2018 91,04 -1% 16% 63% 0,30
2017 91,94 60%
AbbVie 2016 57,42 10%
2015 52,26 -6%
2014 55,87
2018 67,46 2% 16% 72% 0,22
Agilent 2017 66,35 48%
2016 44,73 10%




2015 40,61

2014 39,25

2018 193,17

2017 167,72

Amgen 2016 137,20
2015 148,40

2014 142,73

2018 300,92

2017 318,57

Biogen 2016 261,39
2015 282,37

2014 312,88

2018 51,51

) 2017 59,15
EJS;S! 2016 54,91
2015 63,48

2014 53,24

2018 153,17

£ g 2017 112,71
Lifesvcviae:qcses 2016 93,70
2015 78,98

2014 63,69

2018 62,55

2017 69,44

Gilead 2016 67,43
2015 93,15

2014 85,75

2018 76,41

2017 54,58

Merck 2016 55,40
2015 48,15

2014 50,09

2018 565,58

2017 619,52

Mettler 2016 418,56
2015 339,13

2014 302,46

2018 113,43

ResMed 2017 83,17
2016 59,81

3%

15%
22%
-8%
4%

-6%

22%
-7%
-10%

-13%
8%
-14%
19%

36%
20%
19%
24%

-10%
3%
-28%
9%

40%
-1%
15%
-4%

-9%
48%
23%
12%

36%
39%
18%

8%

0%

0%

25%

-6%

12%

19%

23%

35%

-4%

-3%

140%

-27%

53%

87%

119%

117.

0,13

0,15

0,16

0,08

0,16

0,20

0,24

0,19




118.

2015 50,67 -2%
2014 51,87
Companies Year Debt/ E.quity Yearly A\\(/:arfse Overall Star_mda.rd
ratio growth Growth Deviation
Growth
2018 -4,77 -165% -45% -155% 0,80
2017 7,33 -8%
AbbVie 2016 7,95 -1%
2015 8,03 -7%
2014 8,62
2018 0,39 -7% 34% 26% 0,47
2017 0,42 100%
Agilent 2016 0,45 13%
2015 0,40 29%
2014 0,31
2018 2,71 94% 28% 128% 0,45
2017 1,40 21%
Amgen 2016 1,16 4%
2015 1,12 -6%
2014 1,19
2018 0,46 -2% 46% 100% 0,62
2017 0,47 -13%
Biogen 2016 0,54 100%
2015 0,70 100%
2014 0,05
2018 0,52 -24% 4% -2% 0,39
) 2017 0,68 62%
EJS;S! 2016 0,42 11%
2015 0,47 -11%
2014 0,53
2018 0,19 -46% -4% -30% 0,33
2017 0,35 13%
Lifedsvcviae;dcses 2016 0,31 29%
2015 0,24 -11%
2014 0,27
2018 1,28 -22% 15% 58% 0,29
2017 1,64 17%
Gilead 2016 1,40 17%
2015 1,20 48%
2014 0,81
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2018 0,94 32% 22% 114% 0,14
2017 0,71 15%
Merck 2016 0,62 5%
2015 0,59 34%
2014 0,44
2018 1,75 -2% 37% 178% 0,54
2017 1,79 -13%
Mettler 2016 2,06 102%
2015 1,02 62%
2014 0,63
2018 0,14 -75% 45% -18% 1,50
2017 0,55 -20%
ResMed 2016 0,69 263%
2015 0,19 12%
2014 0,17
Companies Year Revenue Yearly A\\(/:arfse Overall Star_mda.rd
(SM) growth Growth Deviation
Growth
2018 32 753,00 16% 13% 64% 0,03
2017 28 216,00 10%
AbbVie 2016 25 638,00 12%
2015 22 859,00 15%
2014 19 960,00
2018 4 914,00 10% 5% 21% 0,04
2017 4 472,00 6%
Agilent 2016 4202,00 4%
2015 4 038,00 0%
2014 4 048,00
2018 23 747,00 4% 4% 18% 0,04
2017 22 849,00 -1%
Amgen 2016 22 991,00 6%
2015 21 662,00 8%
2014 20 063,00
2018 13 453,00 10% 9% 39% 0,02
2017 12 274,00 7%
Biogen 2016 11 449,00 6%
2015 10 764,00 11%
2014 9 703,00
Bristol 2018 22 561,00 9% 9% 42% 0,06
Myers 2017 20 776,00 7%




2016 19 427,00
2015 16 560,00
2014 15 879,00
2018 3723,00
£ g 2017 3 435,00
Lifesvcviae:qcses 2016 2.964,00
2015 2 494,00
2014 2 323,00
2018 22 127,00
2017 26 107,00
Gilead 2016 30 390,00
2015 32 639,00
2014 24 890,00
2018 42 294,00
2017 40 122,00
Merck 2016 39 807,00
2015 39 498,00
2014 42 237,00
2018 2 936,00
2017 2 725,00
Mettler 2016 2 508,00
2015 2 395,00
2014 2 486,00
2018 2 340,00
2017 2 067,00
ResMed 2016 1 839,00
2015 1679,00
2014 1 555,00

17%
4%

8%
16%
19%

7%

-15%
-14%
-7%
31%

5%
1%
1%
-6%

8%
9%
5%
-4%

13%
12%
10%
8%

13%

-1%

0%

4%

11%

60%

-11%

0%

18%

50%

120.

0,06

0,22

0,05

0,06

0,02

Table 29: Health care industry for benefiting companies
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Annex 17
Average
Comparies | vear | waccpe) | YV Cyggry  Overal  standard
Growth
2018 18,72 -17% 6% 19% 0,20
2017 22,43 27%
Alnylam 2016 17,73 17%
2015 15,10 -4%
2014 15,68
2018 -0,81 70% -91% -123% 1,70
2017 -2,71 -31%
Bausch 2016 -2,07 -330%
2015 0,90 -75%
2014 3,57
2018 8,14 206% 52% 23% 1,31
2017 2,66 -48%
DexCom 2016 5,12 116%
2015 2,37 -64%
2014 6,61
2018 19,24 -4% 16% 74% 0,19
2017 20,14 6%
lonis 2016 18,99 40%
2015 13,56 23%
2014 11,06
2018 -0,92 -150% -74% -111% 0,78
2017 1,85 -78%
Mallinckridt 2016 8,43 5%
2015 8,00
2014 -
2018 6,05 96% 3% -34% 0,64
2017 3,09 -10%
MedNAXx 2016 3,45 -23%
2015 4,50 -51%
2014 9,17
2018 10,87 -26% 263% 196% 2,65
. 2017 14,77 508%
Puma Bio.
2016 2,43 465%
2015 0,43 104%
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2014 -11,27
2018 8,76 27% 7% 23% 0,22
2017 6,89 3%
Patterson 2016 6,67 19%
2015 5,59 -22%
2014 7,13
2018 16,51 4% 1% 2% 0,13
2017 15,88 -2%
Seattle 2016 16,14 17%
Gen.
2015 13,78 -15%
2014 16,22
2018 8,56 -11% -4% -15% 0,09
. 2017 9,63 -10%
United 2016 10,71 0%
Tech.
2015 10,72 7%
2014 10,03
R&D Average
Yearl Il t
Companies Year Expense r‘:::;‘ Yearly C?:I:\:/ath ;eavri‘:tai;:
(SM) & Growth
2018 505,00 29% 29% 166% 0,19
2017 391,00 2%
Alnylam 2016 382,00 38%
2015 276,00 45%
2014 190,00
2018 413,00 14% 15% 68% 0,22
2017 361,00 -14%
Bausch 2016 421,00 26%
2015 334,00 36%
2014 246,00
2018 414,00 124% 64% 500% 0,56
2017 185,00 19%
DexCom 2016 156,00 14%
2015 137,00 99%
2014 69,00
2018 415,00 11% 15% 71% 0,12
2017 375,00 9%
lonis 2016 344,00 7%
2015 323,00 33%
2014 242,00
Mallinckridt 2018 361,00 30% 28% 158% 0,16
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2017 277,00 6%
2016 261,00 29%
2015 203,00 45%
2014 140,00
2018
2017
MedNAXx 2016
2015
2014
2018 165,00 -21% 12% 34% 0,40
2017 208,00 -7%
Puma Bio. 2016 223,00 7%
2015 208,00 69%
2014 123,00
2018
2017
Patterson 2016
2015
2014
2018 565,00 24% 25% 145% 0,04
2017 457,00 21%
Sgaet:e 2016 379,00 28%
2015 295,00 28%
2014 231,00
2018 2 462,00 1% 0% -1% 0,05
_ 2017 2427,00 2%
UTZ'zEd 2016 2 376,00 4%
2015 2 279,00 -8%
2014 2 475,00
Companies Year Share price Yearly A\\(/:arfse Overall Star_mda.rd
(S) growth Growth Growth Deviation
2018 72,91 -43% 33% -25% 1,39
2017 127,05 239%
Alnylam 2016 37,44 -60%
2015 94,14 -3%
2014 97,00
2018 18,79 -10% -20% -87% 0,53
Bausch 2017 20,78 43%
2016 14,52 -86%




2015 101,65
2014 141,46

2018 119,80

2017 57,39

DexCom 2016 59,70
2015 81,90

2014 55,05

2018 54,06

2017 50,30

lonis 2016 47,83
2015 61,93

2014 61,57

2018 15,80

2017 22,56

Mallinckridt 2016 49,82
2015 74,63

2014 99,03

2018 33,00

2017 53,44

MedNAx | 2016 66,66
2015 71,66

2014 66,11

2018 20,53

2017 98,85

Puma Bio. | 2016 30,70
2015 78,40

2014 189,27

2018 19,43

2017 34,27

Patterson 2016 37,97
2015 40,99

2014 42,83

2018 56,66

2017 53,50

Sgaet:e 2016 52,77
2015 44,88

2014 32,13

. 2018 105,85
UTZ'zEd 2017 124,08
2016 104,17

-28%

109%
-4%
-27%
49%

7%
5%
-23%
1%

-30%
-55%
-33%
-25%

-38%
-20%
-7%
8%

-79%
222%
-61%
-59%

-43%

-10%
7%
-4%

6%
1%
18%
40%

-15%
19%
17%

32%

-2%

-36%

-14%

6%

-16%

16%

2%

118%

-12%

-84%

-50%

-89%

-55%

76%

2%

124.

0,60

0,14

0,13

0,20

1,44

0,18

0,17

0,19
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2015 88,95 -14%
2014 103,98
. Debt/Equity Yearly Average Overall Standard
Companies Year ratio growth Yearly Growth Deviation
Growth
2018 0,02 0% 3% 0% 0,77
2017 0,02 -88%
Alnylam 2016 0,16 100%
2015 - 0%
2014 -
2018 8,89 104% 53% 208% 0,72
2017 4,35 -54%
Bausch 2016 9,47 80%
2015 5,26 82%
2014 2,89
2018 1,53 91% 1006% 5000% 19,31
2017 0,80 3900%
DexCom 2016 0,02 100%
2015 0,01 -67%
2014 0,03
2018 0,62 -71% 16% -65% 0,97
2017 2,16 -64%
lonis 2016 5,92 100%
2015 2,36 100%
2014 1,78
2018 2,11 105% 36% 167% 0,55
2017 1,03 -10%
Mallinckridt 2016 1,15 -6%
2015 1,22 54%
2014 0,79
2018 0,64 7% 33% 156% 0,51
2017 0,60 -3%
MedNAx 2016 0,62 19%
2015 0,52 108%
2014 0,25
2018 4,43 387% 122% 387% 1,83
2017 0,91 100%
Puma Bio. 2016 - 0%
2015 - 0%

2014
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2018 0,69 -10% 11% 41% 0,28
2017 0,77 5%
Patterson 2016 0,73 52%
2015 0,48 -2%
2014 0,49
2018 - 0% 0% 0% -
2017 - 0%
Seattle 2016 i 0%
Gen.
2015 - 0%
2014 -
2018 1,18 27% 17% 87% 0,08
. 2017 0,93 7%
United 2016 0,87 16%
Tech.
2015 0,75 19%
2014 0,63
Combanies Year Revenue Yearly A\\(/:ar:ge Overall Standard
P (SM) growth y Growth Deviation
Growth
2018 75,00 -17% 17% 47% 0,52
2017 90,00 91%
Alnylam 2016 47,00 15%
2015 41,00 -20%
2014 51,00
2018 8 380,00 -4% 2% 2% 0,17
2017 8 724,00 -10%
Bausch 2016 9 674,00 -7%
2015 10 447,00 27%
2014 8 206,00
2018 1032,00 44% 42% 298% 0,12
2017 718,00 25%
DexCom 2016 573,00 43%
2015 402,00 55%
2014 259,00
2018 600,00 17% 30% 180% 0,09
2017 514,00 38%
lonis 2016 373,00 31%
2015 284,00 33%
2014 214,00
Mallinckridt 2018 3216,00 0% 22% 95% 0,38
allinckri
2017 3222,00 -5%




2016 3381,00
2015 2 923,00
2014 1 650,00
2018 3 647,00
2017 3 458,00
MedNAx | 2016 3 183,00
2015 2 780,00
2014 2 439,00
2018 251,00
2017 28,00
Puma Bio. | 2016 -276,00
2015 -240,00
2014 -142,00
2018 5 466,00
2017 5 593,00
Patterson 2016 5 387,00
2015 3911,00
2014 3 585,00
2018 655,00
2017 482,00
Sgaet:e 2016 418,00
2015 337,00
2014 287,00
2018 | 66 501,00
. 2017 | 59837,00
UTZ'zEd 2016 | 57 244,00
2015 | 56098,00
2014 | 57900,00

16%
77%

5%
9%
14%
14%

796%
110%
-15%
-69%

-2%
4%
38%
9%

36%
15%
24%
17%

11%
5%
2%
-3%

11%

206%

12%

23%

4%

50%

277%

52%

128%

15%

127.

0,04

4,01

0,18

0,09

0,06

Table 30: Health care industry for ineligible companies
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Annex 18
Yearl Average Overall Standard
Companies Year WACC (%) y Yearly .
growth Growth Deviation
Growth
2018 3,76 -32% -16% -56% 0,21
2017 5,55 -37%
Best Buy 2016 8,78 0%
2015 8,81 4%
2014 8,50
2018 2,79 6% -8% -44% 0,33
2017 2,63 -6%
Campbell 2016 2,80 -54%
2015 6,08 22%
2014 4,99
2018 6,11 31% 15% 63% 0,28
2017 4,66 -10%
General 2016 5,17 6%
Mills
2015 5,50 46%
2014 3,76
2018 8,30 0% 7% 15% 0,10
2017 8,26 14%
Home 2016 7,24
Depot
2015 8,08
2014 9,00
2018 5,35 69% 2% -16% 0,46
2017 3,17 -35%
Kellogg 2016 4,88 -4%
2015 5,07 -21%
2014 6,40
2018 5,11 -16% 2% 0% 0,25
2017 6,06 8%
Kimberley 2016 5,62 -19%
2015 6,92 36%
2014 5,09
2018 8,86 4% 1% 1% 0,17
. 2017 8,56 21%
Lowe's
2016 7,07 -21%
2015 8,90 1%
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2014 8,78
2018 5,80 6% 10% 39% 0,23
2017 5,46 -5%
Pepsico 2016 5,72 -5%
2015 6,04 44%
2014 4,18
2018 6,51 13% -5% -24% 0,17
2017 5,74 6%
Starbucks 2016 5,44 -21%
2015 6,88 -19%
2014 8,51
2018 11,09 -10% 7% 17% 0,30
2017 12,39 2%
Tiffany 2016 12,12 -15%
2015 14,22 50%
2014 9,45
R&D Aver
Companies Year Expge‘nse Yearly Y:aflfle Overall Star_mda.rd
($M) growth Growth Growth Deviation
2018
2017
Best Buy 2016
2015
2014
2018 110,00 -1% -2% -10% 0,07
2017 111,00 6%
Campbell 2016 105,00 -10%
2015 117,00 -4%
2014 122,00
2018
c I 2017
2015
2014
2018
’ 2017
sz 2016
2015

2014




Kellogg

2018
2017
2016
2015
2014

Kimberley

2018
2017
2016
2015
2014

Lowe's

2018
2017
2016
2015
2014

Pepsico

2018
2017
2016
2015
2014

Starbucks

2018
2017
2016
2015
2014

Tiffany

2018
2017
2016
2015
2014

130.

Companies

Year

Share price

($)

Yearly
growth

Average
Yearly
Growth

Overall
Growth

Standard
Deviation

Best Buy

2018
2017
2016
2015
2014

52,96
66,70
40,55
27,65
34,06

Campbell

2018
2017

32,32
45,58

-21%
64%
47%
-19%

-29%
-18%

18%

-2%

55%

-16%

0,44

0,26




2016 55,80
2015 47,43

2014 38,69

2018 38,47

2017 56,21

Gﬁﬂr‘iﬁza' 2016 56,57
2015 51,27

2014 45,97

2018 171,82

2017 185,38

gz;z 2016 128,19
2015 123,81

2014 96,31

2018 57,01

2017 65,78

Kellogg 2016 69,19
2015 66,04

2014 58,03

2018 113,94

2017 116,39

Kimberley 2016 106,73
2015 115,63

2014 101,65

2018 91,88

2017 90,77

Lowe's 2016 68,12
2015 71,61

2014 63,85

2018 110,48

2017 116,07

Pepsico 2016 98,51
2015 91,39

2014 84,04

2018 64,07

2017 55,83

Starbucks 2016 52,99
2015 56,44

2014 38,08

Tiffany 2018 80,51
2017 101,83

18%
23%

-32%
-1%
10%
12%

-7%
45%
4%
29%

-13%
-5%
5%
14%

-2%
9%

-8%
14%

1%
33%
-5%
12%

-5%
18%
8%
9%

15%
5%

-6%

48%

-21%
37%

-3%

17%

0%

3%

10%

7%

16%

-2%

-16%

78%

-2%

12%

44%

31%

68%

-18%

131.

0,20

0,24

0,12

0,10

0,17

0,09

0,23

0,29
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2016 74,28 4%
2015 71,39 -27%
2014 98,10
A
Companies Year Debt/Equity Yearly \\(I:arflge Overall Standard
P ratio growth y Growth Deviation
Growth
2018 0,38 31% 2% -5% 0,30
2017 0,29 -28%
Best Buy 2016 0,40 25%
2015 0,32 -20%
2014 0,40
2018 7,25 236% 57% 191% 1,21
2017 2,16 -7%
Campbell 2016 2,32 -22%
2015 2,96 19%
2014 2,49
2018 2,58 18% 19% 93% 0,19
2017 2,19 28%
General 2016 1,71 7%
Mills
2015 1,84 37%
2014 1,34
2018 18,59 241% 105% 100% 0,93
2017 5,45 62%
Home 2016 3,36 82%
Depot
2015 1,85 35%
2014 1,37
2018 3,42 -14% 8% 30% 0,22
2017 3,96 -3%
Kellogg 2016 4,07 12%
2015 3,64 38%
2014 2,64
2018 -25,98 -320% -210% -372% 2,99
2017 11,80 116%
Kimberley 2016 -74,24 -66%
2015 -44,68 -568%
2014 9,54
2018 2,89 18% 36% 240% 0,13
2017 2,44 48%
Lowe's
2016 1,65 45%
2015 1,14 34%
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2014 0,85
2018 2,23 -38% 14% 34% 0,44
2017 3,61 8%
Pepsico 2016 3,33 19%
2015 2,79 68%
2014 1,66
2018 8,07 1021% 273% 1969% 4,99
2017 0,72 18%
Starbucks 2016 0,61 53%
2015 0,40 3%
2014 0,39
2018 0,31 -16% 4% 11% 0,24
2017 0,37 -3%
Tiffany 2016 0,38 -3%
2015 0,39 39%
2014 0,28
Companies Year Revenue Yearly A\\(/:ar:ge Overall Standard
P (SM) growth y Growth Deviation
Growth
2018 42 151,00 7% 1% 4% 0,04
2017 39 403,00 0%
Best Buy 2016 39 528,00 -2%
2015 40 339,00 -1%
2014 40 611,00
2018 8 685,00 10% 1% 5% 0,06
2017 7 890,00 -1%
Campbell 2016 7 961,00 -1%
2015 8 082,00 -2%
2014 8 268,00
2018 15 740,00 1% -3% -12% 0,03
2017 15 620,00 -6%
Gﬁﬂr‘iﬁza' 2016 16 563,00 6%
2015 17 630,00 -2%
2014 17 910,00
2018 100 904,00 7% 6% 28% 0,01
2017 94 595,00 7%
Home 2016 88 519,00 6%
Depot
2015 83176,00 6%
2014 78 812,00
Kellogg 2018 13 547,00 5% -2% -7% 0,05




2017 12 854,00

2016 12 965,00

2015 13 525,00

2014 14 580,00

2018 18 486,00

2017 18 348,00

Kimberley 2016 18 287,00
2015 18 591,00

2014 19 724,00

2018 68 619,00

2017 65 017,00

Lowe's 2016 59 074,00
2015 56 223,00

2014 53 417,00

2018 64 661,00

2017 63 525,00

Pepsico 2016 62 799,00
2015 63 056,00

2014 66 683,00

2018 24 719,00

2017 22 387,00

Starbucks 2016 21 316,00
2015 19 163,00

2014 16 448,00

2018 4 170,00

2017 4 002,00

Tiffany 2016 4 105,00
2015 4 250,00

2014 4 031,00

-1%
-4%
-7%

1%
0%
-2%
-6%

6%
10%
5%
5%

2%
1%
0%
-5%

10%
5%
11%
17%

4%
-3%
-3%
5%

-2%

6%

-1%

11%

1%

-6%

28%

-3%

50%

3%

134.

0,03

0,02

0,03

0,05

0,05

Table 31: Consumer goods/services industry for benefiting companies
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Annex 19
Yearl Average Overall Standard
Companies Year WACC (%) Y Yearly .
growth Growth Deviation
Growth
2018 4,21 25% -14% -58% 0,34
2017 3,38 -16%
Dick's 2016 4,01 -57%
2015 9,33 -7%
2014 10,04
2018 4,67 -6% -7% -28% 0,14
2017 4,96 -21%
Dish 2016 6,31 -14%
2015 7,32 12%
2014 6,52
2018 5,25 -7% -3% -14% 0,16
2017 5,67 -15%
Edgewell 2016 6,66 -10%
2015 7,37 20%
2014 6,14
2018 5,73 39% -16% -8% 0,41
2017 4,13 -34%
Herbalife 2016 6,24 -12%
2015 7,13 -57%
2014 16,55
2018 6,88 5% -8% -30% 0,09
2017 6,57 -8%
Qurate 2016 7,14 -16%
2015 8,46 -14%
2014 9,81
2018 7,21 359% 70% 83% 1,93
2017 1,57 -22%
Stericyle 2016 2,02 -19%
2015 2,48 -37%
2014 3,95
2018 7,88 -6% -4% -17% 0,15
2017 8,36 17%
Tegna
2016 7,14 -17%
2015 8,60 -9%
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2014 9,49
2018 5,73 -22% 2% 2% 0,20
2017 7,34 23%
Toll
Brothers 2016 5,98 -6%
2015 6,33 13%
2014 5,60
2018 6,94 22% 10% 15% 0,43
2017 5,69 63%
2015 5,78 -4%
2014 6,01
2018 8,50 37% 21% 36% 0,24
2017 6,20 10%
“C/z;t.e 2016 5,65 -6%
2015 6,01 44%
2014 4,16
. R&D Yearly Average Overall Standard
Companies Year Expense Yearly L
(SM) growth Growth Growth Deviation
2018
2017
Dick's 2016
2015
2014
2018
2017
Dish 2016
2015
2014
2018 61,00 -10% -3% -12% 0,06
2017 68,00 -6%
Edgewell 2016 72,00 1%
2015 71,00 3%
2014 69,00
2018
2017
Herbalife 2016
2015

2014




Qurate

2018
2017
2016
2015
2014

Stericyle

2018
2017
2016
2015
2014

Tegna

2018
2017
2016
2015
2014

Toll
Brothers

2018
2017
2016
2015
2014

Urban
Outfitters

2018
2017
2016
2015
2014

Waste
Con.

2018
2017
2016
2015
2014

137.

Companies

Year

Share price

(5)

Yearly
growth

Average
Yearly
Growth

Overall
Growth

Standard
Deviation

Dick's

2018
2017
2016
2015
2014

31,20
28,01
50,74
33,38
46,36

Dish

2018
2017

24,97
47,75

11%
-45%
52%
-28%

-48%
-18%

-2%

-21%

-33%

-66%

0,43

0,20




2016 57,93

2015 57,18

2014 72,89

2018 37,35

2017 59,39

Edgewell 2016 72,99
2015 78,37

2014 94,71

2018 58,95

2017 33,86

Herbalife 2016 24,07
2015 26,81

2014 18,85

2018 19,52

2017 24,42

Qurate 2016 19,98
2015 27,32

2014 29,42

2018 36,69

2017 67,99

Stericyle 2016 77,04
2015 120,60
2014 131,08

2018 10,87

2017 13,75

Tegna 2016 13,04
2015 15,19

2014 15,08

2018 32,83

2017 47,37

Br;-'ccl)':lers 2016 30,39
2015 32,65

2014 33,60

2018 33,20

Urh 2017 35,06
Out;it?c(r;rs 2016 28,48
2015 22,75

2014 35,13

Waste 2018 74,25
Con. 2017 70,40

1%
-22%

-37%
-19%
-7%
-17%

74%
41%
-10%
42%

-20%
22%

-27%
-7%

-46%

-12%

-36%
-8%

-21%
5%
-14%
1%

-31%
56%
-7%
-3%

-5%

23%
25%
-35%

5%
36%

-20%

37%

-8%

-25%

-7%

4%

2%

28%

-61%

213%

-34%

-72%

-28%

-2%

-5%

162%

138.

0,13

0,35

0,22

0,19

0,12

0,37

0,28

0,16
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2016 51,60 41%
2015 36,69 29%
2014 28,37
Companies Vear Debt/E.quity Yearly A\\(/:;?ﬁe Overall Star?d:;.\rd
ratio growth Growth Growth Deviation
2018 0,03 0% 0% 0% -
2017 - 0%
Dick's 2016 - 0%
2015 - 0%
2014 -
2018 1,76 -25% -30% -30% -0,30
2017 2,34 -34%
Dish 2016 3,57 -29%
2015 5,00 -30%
2014 7,17
2018 0,74 -17% -4% -19% 0,12
2017 0,89 -12%
Edgewell 2016 1,01 10%
2015 0,92 1%
2014 0,91
2018 -3,39 50% -121% 37% 2,67
2017 -6,78 -192%
Herbalife 2016 7,38 124%
2015 -30,32 -466%
2014 -5,36
2018 1,31 52% 4% -4% 0,36
2017 0,86 -34%
Qurate 2016 1,31 4%
2015 1,26 -7%
2014 1,36
2018 1,08 14% 7% 23% 0,21
2017 0,95 -10%
Stericyle 2016 1,05 -10%
2015 1,17 33%
2014 0,88
2018 2,20 -27% 18% 59% 0,44
2017 3,02 70%
Tegna
2016 1,78 -6%
2015 1,90 38%
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2014 1,38
2018 0,78 10% -2% -11% 0,13
2017 0,71 -20%
Toll
2016 0,89 -1%
Brothers
2015 0,90 2%
2014 0,88
2018 - 0% 0% 0% 0,82
2017 - -100%
Urban 2016 0,13 100%
Outfitters
2015 - 0%
2014 -
2018 0,65 3% -4% -27% 0,27
2017 0,63 -2%
Waste 2016 0,64 -41%
Con.
2015 1,09 22%
2014 0,89
Combanies Year Revenue Yearly A\\(/:;de Overall Standard
P (SM) growth Y Growth Deviation
Growth
2018 8 437,00 -2% 6% 24% 0,05
2017 8 590,00 8%
Dick's 2016 7 922,00 9%
2015 7 271,00 7%
2014 6 814,00
2018 13 621,00 -5% -2% -7% 0,05
2017 14 391,00 -5%
Dish 2016 15 212,00 0%
2015 15 225,00 4%
2014 14 643,00
2018 2 234,00 -3% -4% -14% 0,02
2017 2 298,00 -3%
Edgewell 2016 2 362,00 -2%
2015 2421,00 -7%
2014 2 612,00
2018 4 892,00 10% 0% -1% 0,08
2017 4 428,00 -1%
Herbalife 2016 4 488,00 0%
2015 4 469,00 -10%
2014 4 959,00
Qurate 2018 14 070,00 35% 9% 34% 0,18




2017 | 10404,00
2016 | 10 647,00

2015 9 989,00

2014 | 10499,00

2018 3 486,00

2017 3581,00

Stericyle 2016 3 562,00
2015 2 986,00

2014 2 556,00

2018 2 207,00

2017 1 903,00

Tegna 2016 2 004,00
2015 1 765,00

2014 2 626,00

2018 7 143,00

2017 5 815,00

Toll

Srothere 2016 5 170,00
2015 4 171,00

2014 3912,00

2018 3 616,00

2017 3 546,00

e | e | Susto
2015 3323,00

2014 3.087,00

2018 4 923,00

2017 4 630,00

\Aclzit_e 2016 3376,00
2015 2 117,00

2014 2 079,00

-2%
7%
-5%

-3%
1%
19%
17%

16%
-5%

14%
-33%

23%
12%

24%
7%

2%
3%
4%
8%

6%
37%
59%

2%

8%

-2%

16%

4%

26%

36%

-16%

83%

17%

137%

141.

0,11

0,23

0,08

0,02

0,27

Table 32: Consumer goods/services industry for ineligible companies
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Annex 20
WACC R&D Expense Share Price Debt-to-Equity ratio Revenue
A\‘(’:;:se Overall A\‘(I:;:ie Overall A\‘(I:;:ie Overall A\‘(I:;:ie Overall A\‘(I:;:ie Overall
Growth Growth Growth Growth Growth Growth Growth Growth Growth Growth
Accent. -8% -30% 0% 0% 15% 71% 0% 0% 7% 31%
Alphabet 10% 43% 22% 118% 20% 97% 5% -60% 20% 107%
Apple 4% 16% 24% 136% 13% 53% 36% 234% 11% 45%
Cisco -1% -7% 16% 77% 57% 100% 1% 5%
Faceb. -5% -33% 42% 285% 18% 68% 0% 0% 46% 348%
Intel 0% -8% 4% 17% 10% 45% 12% 46% 6% 27%
MasterC. -2% -8% 23% 125% 61% 432% 12% 58%
Micros. 11% 47% 7% 29% 25% 140% 43% 268% 6% 27%
Oracle -3% -11% 4% 18% 3% 7% 29% 161% 1% 4%
Visa 6% 26% 21% 107% 26% 2% 13% 62%
Average 1,20% 3,29% 14,66%  86,27% | 16,49%  79,08% | 26,97% 118,29% | 12,33% 71,42%
St. Dev. 0,06 0,28 0,15 1,03 0,07 0,40 0,22 1,55 0,13 1,02

Table 33: Tech industry for benefiting companies’ averages (percentage analysis)
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Annex 21

Yearly Average Overall
Year | Average Yearly

growth Growth

Growth
Industry WACC

2018 8,24 -3% 0% 0%
2017 8,49 10%
2016 7,73 -3%
2015 7,96 -4%
2014 8,25

Industry R&D
2018 13381 18% 15% 72%
2017 11 365 13%
2016 10 062 10%
2015 9144 18%
2014 7768

Industry Share Price
2018 202,96 0% 18% 88%
2017 202,08 38%
2016 146,92 5%
2015 139,36 29%
2014 108,13
Industry Debt-to-Equity
2018 0,60 10% 33% 201%
2017 0,54 17%
2016 0,46 42%
2015 0,32 64%
2014 0,20
Industry Revenue

2018 80578,30 16% 10% 48%
2017 69342,70 10%
2016 63 104,00 2%
2015 61941,50 14%
2014 54 340,00

Table 34: Tech industry for benefiting companies’ averages (industry analysis)
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Annex 22
Debt-to-Equit
WACC R&D Expense Share Price € ra(;ioqm ¥ Revenue
A A
A\‘(’:;:se Overall A::;:ie Overall A\\(Iee;‘:lie Overall ::ar:ie Overall ::;:ie Overall
th G th G th
Growth Growth Growth Growth Growth Grow Growth row Growth row
Avnet -6% -26% -2% -10% -2% -17% -7% -31%
CGl 11% 45% 13% 60% -10% -23% 1% -8%
Constel. -7% -44% 22% 117% -21% -62% 21% 116%
FireEye 9% 20% 7% 25% -11% -49% 30% 118% 19% 95%
Flir 21% 95% 6% 23% 11% 43% 3% 0% 4% 16%
KBR 6% -2% 0% -3% 25% 100% -5% -23%
Nuance -32% -19% -2% -9% 1% -7% 12% 53% 2% 7%
Open T. 9% -14% 17% 82% 6% 20% 0% -11% 15% 73%
Sabre 4% 10% 3% 7% -35% -90% 10% 47%
Tabl. S. -5% -11% 39% 245% 23% 42% 0% 0% 31% 180%
Average 0,90% 5,25% 13,57%  73,41% 6,73% 21,91% 0,17% 6,67% 9,14% 47,22%
St. Dev. 0,15 0,40 0,16 1,01 0,11 0,46 0,20 0,66 0,12 0,68

Table 35: Tech industry for ineligible companies’ averages (percentage analysis)




Annex 23
Yearly Average Overall
Year | Average Yearly
growth Growth
Growth
Industry WACC
2018 7,88 7% 16% 14%
2017 7,36 111%
2016 3,49 -10%
2015 3,90 -43%
2014 6,89
Industry R&D
2018 294 12% 20% 105%
2017 262 22%
2016 215 21%
2015 178 24%
2014 144
Industry Share Price
2018 101,03 10% 14% 68%
2017 91,83 27%
2016 72,50 0%
2015 72,39 20%
2014 60,18
Industry Debt-to-Equity ratio
2018 0,90 11% -18% -78%
2017 1,01 -12%
2016 1,16 1%
2015 1,15 -72%
2014 4,06
Industry Revenue
2018 4938,20 11% -1% -8%
2017 4437,70 -4%
2016 4602,10 7%
2015 4307,90 -20%
2014 5396,20

Table 36: Tech industry for ineligible companies’ averages (industry analysis)
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Annex 24
Debt-to-Equit
WACC R&D Expense Share Price eb ra?cioqu' v Revenue
A A
A\‘(I:;flie Overall A\‘(I:;flie Overall A\‘(I:;flie Overall \‘(I:;flie Overall \‘(I:;flie Overall
G th G th G th
Growth Growth Growth Growth Growth row Growth row Growth row
AbbVie -5% -20% 38% 213% 16% 63% -45% -155% 13% 64%
Agilent 12% 52% 2% 8% 16% 72% 34% 26% 5% 21%
Amgen 19% 73% -3% -13% 8% 35% 28% 128% 4% 18%
Biogen 28% 75% 8% 37% 0% -4% 46% 100% 9% 39%
Bristol 5% 23% 11% 40% 0% -3% 4% -2% 9% 42%
Edwards 12% 46% 16% 80% 25% 140% -4% -30% 13% 60%
Gilead 0% -7% 21% 76% -6% -27% 15% 58% -1% -11%
Merck 1% 2% 10% 36% 12% 53% 22% 114% 0% 0%
Mettler 4% 12% 4% 15% 19% 87% 37% 178% 4% 18%
ResMed 17% 64% 7% 31% 23% 119% 45% -18% 11% 50%
Average 9,33% 32,01% 11,40% 52,23% 11,21% 53,47% 18,17% 39,85% 6,70% 30,25%
St. Dev. 0,10 0,35 0,12 0,63 0,10 0,54 0,28 0,97 0,05 0,25

Table 37: Health care industry for benefiting companies’ averages (percentage analysis)




Annex 25
A
Yearly verage Overall
Year Average Yearly
growth Growth
Growth
Industry WACC
2018 9,18 16% 6% 25%
2017 7,93 5%
2016 7,56 4%
2015 7,27 -1%
2014 7,32
Industry R&D
2018 3908,10 20% 12% 56%
2017 3254,10 3%
2016 3157,80 17%
2015 2695,30 8%
2014  2500,00
Industry Share Price
2018 167,52 2% 10% 45%
2017 164,32 31%
2016 125,06 4%
2015 119,72 3%
2014 115,78
Industry Debt-to-Equity ratio
2018 0,36 -76% -15% -72%
2017 1,53 -2%
2016 1,56 12%
2015 1,40 7%
2014 1,30
Industry Revenue
2018 17 085 5% 5% 19%
2017 16 304 1%
2016 16 122 4%
2015 15459 8%
2014 14314

Table 38: Health care industry for benefiting companies’ averages (industry analysis)
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Annex 26
WACC R&D Expense Share Price Debt-to-Equity ratio Revenue

A\‘(I:;:ie Overall A\‘(I:;:ie Overall A\‘(I:;:ie Overall A\‘(I:;flie Overall A\‘(I:;:ie Overall

Growth Growth Growth Growth Growth Growth Growth Growth Growth Growth
Alnylam 6% 19% 29% 166% 33% -25% 3% 0% 17% 47%

Bausch -91% -123% 15% 68% -20% -87% 53% 208% 2% 2%

DexCom 52% 23% 64% 500% 32% 118% 56% 100% 42% 298%
lonis 16% 74% 15% 71% -2% -12% 16% -65% 30% 180%
Mallinck. -74% -111% 28% 158% -36% -84% 36% 167% 22% 95%
MedNax 3% -34% -14% -50% 33% 156% 11% 50%
Puma B. 263% 196% 12% 34% 6% -89% 122% 387% 206% 277%
Patters. 7% 23% -16% -55% 11% 41% 12% 52%
Seat. G. 1% 2% 25% 145% 16% 76% 0% 0% 23% 128%
U. Tech. -4% -15% 0% -1% 2% 2% 17% 87% 4% 15%

Average | 17,88% 5,53% 23,46%  142,65% | 0,03%  -20,59% | 34.32% 108.05% | 36,75% 114,48%
St. Dev. 0,96 0,91 0,19 1,56 0,22 0,70 0,36 1,30 0,61 1,06

Table 39: Health care industry for ineligible companies’ averages (perecentage analysis)
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Annex 27
Yearly Average Overall
Year | Average Yearly
growth Growth Growth
Industry WACC
2018 9,51 1% 9% 39%
2017 9,46 8%
2016 8,76 17%
2015 7,50 10%
2014 6,82
Industry R&D
2018 662,50 13% 9% 43%
2017 585,13 3%
2016 567,75 12%
2015 506,88 9%
2014 464,50
Industry Share
2018 51,68 -20% -10% -42%
2017 64,22 28%
2016 50,16 -32%
2015 73,91 -17%
2014 88,84
Industry D/E
2018 2,01 74% 42% 193%
2017 1,16 -39%
2016 1,89 79%
2015 1,06 55%
2014 0,69
Industry Revenue
2018 8982 9% 5% 21%
2017 8 267 3%
2016 8000 4%
2015 7 698 3%
2014 7 445

Table 40: Health care industry for ineligible companies’ averages (industry analysis)
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Annex 28
WACC R&D Expense Share Price Debt-to-Equity ratio Revenue
A\‘(I:;flie Overall A\‘(I:;flie Overall A\‘(I:;flie Overall A\‘(I:;flie Overall A\‘(I:;flie Overall
Growth Growth Growth Growth Growth Growth Growth Growth Growth Growth
Best Buy -16% -56% 18% 55% 2% -5% 1% 4%
Campbell -8% -44% -2% -16% 57% 191% 1% 5%
Gen. Mil. 15% 63% -3% -16% 19% 93% -3% -12%
Home D. 7% 15% 17% 78% 105% 100% 6% 28%
Kellogg 2% -16% 0% -2% 8% 30% -2% -7%
Kimberley 2% 0% 3% 12% -210% -372% -2% -6%
Lowe's 1% 1% 10% 44% 36% 240% 6% 28%
Pepsi 10% 39% 7% 31% 14% 34% -1% -3%
Starbucks -5% -24% 16% 68% 43% 100% 11% 50%
Tiffany 7% 17% -2% -18% 4% 11% 1% 3%
Average 1,60% -0,52% 6,59% 23,71% 7,97% 42,10% 1,98% 9,05%
St. Dev. 0,09 0,36 0,08 0,37 0,83 1,65 0,04 0,20

Table 41: Consumer goods/services industry for benefiting companies’ averages (percentage

analysis)




Annex 29

Yearly Average Overall
Year | Average Yearly

growth Growth

Growth
Industry WACC

2018 6,37 2% -1% -7%
2017 6,25 -4%
2016 6,48 -15%
2015 7,65 11%
2014 6,87

Industry R&D
2018
2017
2016
2015
2014

Industry Share
2018 81,35 -10% 6% 23%
2017 90,05 20%
2016 75,09 4%
2015 72,27 10%
2014 65,88

Industry D/E
2018 1,97 -40% -87% -6%
2017 3,30 -158%
2016 -5,64 92%
2015 -2,94 -240%
2014 2,10

Industry Revenue

2018 36168 5% 3% 13%
2017 34364 4%
2016 33112 2%
2015 32404 1%
2014 32048
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Table 42: Consumer goods/services industry for benefiting companies’ averages (industry

analysis)
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Annex 30
Debt-to-Equit
WACC R&D Expense Share Price € raotioqm v Revenue
A A
A\‘(Ieea":lie Overall A\‘(’ee;:ie Overall A\‘(’ee;:ie Overall \‘(’eea":lie Overall \‘(’eea":lie Overall
G th G th G th
Growth Growth Growth Growth Growth row Growth row Growth row
Dick's -14% -58% -2% -33% 0% 0% 6% 24%
Dish -7% -28% -21% -66% -30% -30% -2% -7%
Edgewel -3% -14% -20% -61% -4% -19% -4% -14%
Herbalife -16% -8% 37% 213% -121% 37% 0% -1%
Qurate -8% -30% -8% -34% 4% -4% 9% 34%
Stericycle 70% 83% -25% -72% 7% 23% 8% 36%
Tegna -4% -17% -7% -28% 18% 59% -2% -16%
Toll B. 2% 2% 4% 2% 2% -11% 16% 83%
U(;Ei” 10% 15% 2% 5% 0% 0% 4% 17%
WaSte o) 0, o) 0, 0, 0, o) 0,
Co 21% 36% 28% 162% -4% -27% 26% 137%
Average 5,20% -1,98% -1,39% 7,41% -13,26% 2,87% 6,18% 29,20%
St. Dev. 0,25 0,39 0,20 0,98 0,40 0,29 0,09 0,48
Table 43: Consumer goods/services industry for ineligible companies’ averages (percentage

analysis)
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Annex 31
Yearly Average Overall
Year | Average Yearly
growth Growth
Growth
Industry WACC
2018 6,30 17% -4% -20%
2017 5,39 -1%
2016 5,47 -21%
2015 6,88 -12%
2014 7,83
Industry R&D
2018
2017
2016
2015
2014
Industry Share
2018 35,98 -16% -8% -29%
2017 42,80 0%
2016 42,63 -5%
2015 45,09 -11%
2014 50,55
Industry D/E
2018 0,52 97% -127% -36%
2017 0,26 -85%
2016 1,78 -198%
2015 -1,81 -323%
2014 0,81
Industry Revenue
2018 6 463 8% 5% 20%
2017 5959 2%
2016 5819 8%
2015 5374 0%
2014 5379

Table 44: Consumer goods/services industry for ineligible companies’ averages (industry
analysis)
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Interview

Interviewer: “My subject is the following, do Socially Responsible Investments advantage
companies (good companies) access to SRI and disadvantage companies (bad companies)
which do not have access to SRI?”

Interviewee: “It is very interesting as nowadays, it is the heart of investment. It is not easy but

very interesting”.

Interviewer: “How would you define SRI? As there are many different definitions, how would
you define it?”

Interviewee: “I believe every definition are different but there are 3 main recurrent elements:
Long Term optic: investors and companies should think in the long term

Third party: should have effects/impacts on third party, not just investors

Minimize the negative impact: companies should manage their externalities (not impacting
investing) but identify its impacts and manage negative externalities”

Interviewer: “How would you proceed to measure the impact of SRl on good and bad
companies?”

Interviewee: “I would have a look at available KPIs (ex: R&D, employee turnover, CO,
emissions...). Especially KPIs which are already used by funds. Then | would look at the
evolutions of these KPIs over the last 4 or 5 years. These KPIs have a double sense. | mean, as
they are good, they will have access to SRI and as they have access to SR, they will be better.”
Interviewer: “To measure the impact, which variables would you use? Ex: share price?
Financial ratios such as WACC?”

Interviewee: “As mentioned, | would look at available KPIs. For example, | would look at CO,
emissions, difference in salaries...). Regarding the WACC, it is a very good KPIs if financial
markets are efficient. | mean, if they are able to calculate that and take available capital into
account. | believe they do not do that but it is interesting to have a look as theoretically, it
should be the case. | can send you KPIs used by “Delphi Project”.

That being said, it is important to look at controversies. Indeed, there are many banks which
are really good at reporting their KPIs and therefor, have really good ESG ratings. But when

looking at the big picture, they are part of many big controversies...”
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Interviewer: “Would you compare companies from all over the world across industries or
compare within industries? If industries, which ones?”

Interviewee: “I would definitely work by industry. It does not make sense to compare all
companies. It must be by sectors.

| would work on the main industries (Financial, Health care, Consumer goods and Technology).
Financial industry is dark and unclear as data are not easily available and banks rate other
banks... So, | wouldn’t do it but the three others are really important and easy. Look at the
SDGs (ex: plastic for consumer goods)”

Interviewer: “Which good companies would you select and how?”

Interviewee: “I would look at big international companies. SRI evolves really quickly so it is
hard to define the perfects companies but look at the ones present in portfolios. Facebook is
part of holdings but MSCI will add an additional KPI “data privacy” and Facebook won’t be that
good anymore.”

Interviewer: “Which bad companies would you select and how? ESG ratings? Which list?
Where?”

Interviewee: “The easier would be to have access to big rating companies such as MSCI or
Sustainalytics. But it is very expensive and private.

Therefore, | would look at companies with big controversies. Look at ONG data such as
transparency international, tax tracker (ex; Danske bank). Look at different type of controversy
(environmental or fiscal for example).”

Interviewer: “In your opinion, what is the future of SRI?”

Interviewee: “In my opinion, | believe the future is labelling companies/fund. This is a way to
make everything uniform and make everything clear as today every funds/banks/companies
make it their own way. There will be a Belgian Label by the end of May (Febelfin). For Europe,
they created one but it is too strict (nobody would have it). So, they make it more flexible and

softer. It is expected to come out in two years but | believe it will be three.”
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