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Table 1
The exposure of equity funds to small and large caps
Exposure of ESG funds broadly unchanged

April 2019 September 2021
Non- Non-
ESG ESG ESG ESG

Largecaps 62% <™ 67% 65% < 67%
Smallcaps 14 % > 9% 12% >*** 9%
Note: Average of EU equity UCITS individual exposure to large and
small caps as of April 2019 and September 2021. The symbols “<” and
“>" indicate whether the exposure is greater for ESG or non-ESG
funds. The stars represent the significance level of the differences
which is reported as follows: 0.01 (***), 0.05 (**), 0.1 (*). For instance,
the symbol “<***” indicates that the exposure is greater for ESG funds
than for the non-ESG funds and the difference is significant at the 1 %
confidence level.

Sources: Morningstar, ESMA.
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Table 3
Average geographical exposure of equity funds
Equity funds highly exposed to Europe
April 2019  September 2021

ESG  fon  ESG  Nor
é;r;a Middle 15% 11% 06% 1.2%
Asia 185% 222% 168% 22.9%
Qz:;an';a New 1o 4% 10% 12%
Europe 46.9% 46.0% 483% 433 %

North America

South America 27% 19% 13% 20%
Note: Average of EU equity UCITS individual geographical exposure
as of April 2019 and September 2021. The dark green colour indicates
the largest geographical exposure, the light green colour indicates the
next-largest geographical exposure, while the yellow colour indicates
the third-largest geographical exposure.

Sources: Morningstar, ESMA.
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Table 2
Exposure of equity funds to value and growth stocks
ESG funds less exposed to value stocks

April 2019 September 2021
Non- ESG Non- ESG
ESG ESG
Value 29 % 29 % 27 % S 21 %

Growth 39% > 38% 30% < 31 %

Note: Average of EU equity UCITS individual exposure to value and
growth stocks as of April 2019 and September 2021. The symbols “<”
and “>” indicate whether the exposure is greater for ESG or non-ESG
funds. The stars represent the significance level of the differences
which is reported as follows: 0.01 (***), 0.05 (**), 0.1 (*). For instance,
the symbol “<***” indicates that the exposure is greater for ESG funds
than for the non-ESG funds and the difference is significant at the 1 %
confidence level.

Sources: Morningstar, ESMA.
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Table 4
Average sectoral exposure of equity funds
Equity funds highly exposed to technology
April 2019  September 2021
Non- Non-

ESG ESG ESG ESG
Basic materials 64% 72% 59% 7.0%
Communication 33% 27% 69% 76%

S;C'?iscl;?"er 115% 12.9% 108% 12.2%
Consumer 90% 78% 67% 69%
defensive

Energy 34% 52% 18% 40%
Financials 13.2%
Healthcare 108% 105% 13.0% 11.8%
Industrials 153% 128 % 12.8 %
Real Estate 40% 55% 37% 40%
Technology 165% 16.8% 181% 16.6%
Utilities 37% 26% 34% 26%

Note: Average of EU equity UCITS individual sectoral exposure as of
April 2019 and September 2021 (share of each sector in percent). The
dark green colour indicates the first sectoral allocation, the light green
colour indicates the second sectoral allocation, while the yellow colour
indicates the third sectoral allocation.

Sources: Morningstar, ESMA.
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Table 7
Regression analysis of EQ fund performance
ESG funds performed better
Pooled OLS
Dependent variable: Monthly gross performance
Standard  Model with  Model with

model tracking  tracking error
error and
interaction
term
(1) 2 (3)
ESG 0.057 *** 0.038 0.328 ***
Institutional -0.017 -0.002 -0.004
Passive -0.046 0.037 0.023
FoF -0.012 0.056 * 0.073 **
Developed 0.004 *** 0.005 *** 0.005 ***
Large caps -0.003 *** -0.001 —-0.001
Value -0.016 *** -0.017 *** -0.017 ***
Utilities -0.002 -0.003 -0.001
Materials 0.009 *** 0.008 *** 0.008 ***
Communication 0.009 *** 0.011 *** 0.010 ***
Consumer 0.010 **  0.011**  0.010 ***
cyclical
Consumer ~0.006 *** —0.008 *** -0.008 ***
defensive
Energy 0.017 *** 0.016 *** 0.015 ***
Financials 0.014 *** 0.014 *** 0.014 ***
Healthcare 0.006 *** 0.005 *** 0.005 ***
Industrials 0.009 *** 0.007 *** 0.008 ***
Technology 0.017 *** 0.014 *** 0.014 ***
Age -0.002 ** -0.001 -0.001
Size 0.017 *** 0.012 ** 0.013 **
Tracking error 0.129 *** 0.167 ***
Tracking error * B -
ESG 0.195
Intercept 2.958 *** 2.878 *** 2.803 ***
Observations 124 250 83 185 83 185
R2 0.699 0.707 0.707

Note: ‘ESG’ is a dummy taking the value of 1 if a fund is an ESG fund
at a given date. ‘Institutional’ is a dummy taking the value of 1 if the
fund targets institutional clients. ‘Passive’ is a dummy taking the value
of 1 if the fund is passively managed. ‘FoF’ is a dummy taking the
value of 1 if a fund is a fund of fund or a feeder fund. ‘Developed’
indicates the share of the portfolio invested in developed economies.
‘Large caps’ indicates the share of the portfolio invested in large caps.
‘Value stocks’ indicates the share of the portfolio invested in value
stocks. ‘Utilities’, ‘Materials’, ‘Communication’, ‘Consumer cyclical,
‘Consumer defensive’, ‘Energy’, ‘Financials’, ‘Healthcare’, ‘Industrials’
and ‘Technology’ indicate the share of the portfolio invested in each
sector. ‘Age’ measures the age of the fund from its inception date
expressed in years. ‘Size’ represents fund size in terms of net assets
in logarithmic terms. ‘Tracking error’ is the yearly tracking error. The
date, domicile and Asset Management Company variables are hidden
from the results. Significance levels are reported as follows: (0.01
(***), 0.05 (**), 0.1 (*)).

Sources: Morningstar, ESMA.
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Table 9
Regression analysis of EQ fund performance

ESGs created before 2019 perform better

Pooled OLS
Dependent variable: Monthly gross performance
Model with the Model with the
different ESG different ESG
funds strategies
(1) (2)
Created ESG —-0.018
Older ESG 0.075 ***
Converted ESG -0.078
Impact funds 0.047 *
Other ESG 0.064 ***
Institutional -0.023 -0.018
Passive -0.047 ~* —0.045
FoF -0.012 -0.010
Developed 0.004 *** 0.004 ***
Large caps —0.003 *** —0.003 ***
Value —-0.016 *** —0.016 ***
Utilities - 0.002 - 0.002
Materials 0.009 *** 0.009 ***
Comm 0.008 *** 0.009 ***
Consumer cyclical 0.010 *** 0.010 ***
Consumer ~0.0086 *** ~0.007 ***
defensive
Energy 0.017 *** 0.017 ***
Financials 0.014 *** 0.014 ***
Healthcare 0.006 *** 0.006 ***
Industrials 0.009 *** 0.009 ***
Technology 0.017 *** 0.017 ***
Age —0.002 *** —0.002 **
Size 0.016 *** 0.017 ***
Intercept 2.977 *** 2.957 ***
Observations 124 250 123 544
R? 0.699 0.699

Note: ‘Created ESG’ is a dummy taking the value of 1 if the fund
was created as an ESG fund. ‘Older ESG’ is a dummy taking the
value of 1 if the fund is identified as ESG but created before 2019.
‘Converted ESG’ is a dummy taking the value of 1 if the fund was
repurposed as an ESG fund. ‘Impact fund’ is a dummy taking the
value of 1 if the fund is identified as an impact fund. ‘Other ESG’ is
a dummy taking the value of 1 if the fund follows other ESG
strategies. For all the ESG variables, the relation is with respect to
non-ESG funds. ‘Institutional’ is a dummy taking the value of 1 if
the fund targets institutional clients. ‘Passive’ is a dummy taking the
value of 1 if the fund is passively managed. ‘FoF’ is a dummy taking
the value of 1 if a fund is a fund of fund or a feeder fund. ‘Developed’
indicates the share of the portfolio invested in developed
economies. ‘Large caps’ indicates the share of the portfolio
invested in large caps. ‘Value stocks’ indicates the share of the
portfolio invested in value stocks. ‘Utilities’, ‘Materials’,
‘Communication’, ‘Consumer cyclical’, ‘Consumer defensive’,
‘Energy’, ‘Financials’, ‘Healthcare’, ‘Industrials’ and ‘Technology’
indicate the share of the portfolio invested in each sector. ‘Age’
measures the age of the fund from its inception date expressed in
years. ‘Size’ represents fund size in terms of net assets in
logarithmic terms. The date, domicile and Asset Management
Company variables are hidden from the results. Significance levels
are reported as follows: (0.01 (***), 0.05 (**), 0.1 (*)).

Sources: Morningstar, ESMA.
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Table 10
Regression analysis of EQ fund performance
Social funds outperform environmental funds
Pooled OLS
Dependent variable: Monthly gross performance
Model with the Model with the ESG

env. score focus
(1) (2

Env. risk score 0.030 ***
Environmental -0.0003
Social 0.257 **
Governance 0.141 ***
Undefined —1.061 **
Institutional —0.006 -0.011
Passive -0.050 * -0.041
FoF 0.007 —0.003
Developed 0.005 *** 0.004 ***
Large caps —0.001 *** —0.002 ***
Value -0.016 *** —0.016 ***
Utilities —0.006 *** —0.006 ***
Materials 0.008 *** 0.009 ***
Comm 0.011 *** 0.010 ***
Consumer 0.010 *** 0.010 ***
cyclical
Consumer —0.008 *** —0.006 ***
defensive
Energy 0.011 *** 0.016 ***
Financials 0.016 *** 0.015 ***
Healthcare 0.005 *** 0.007 ***
Industrials 0.009 *** 0.008 ***
Technology 0.014 *** 0.016 ***
Age -0.001 * —0.002 **
Size 0.010 ** 0.013 ***
Intercept 1.459 *** 2.982 ***
Observations 111 395 122 484
R? 0.701 0.701

Note: ‘Env. risk score’ measures ‘the degree to which a company’s
economic value may be at risk driven by environmental factors’
(Morningstar), ‘Environmental’ is a dummy taking the value of 1 if the
fund is identified as ESG and focuses on the E aspect. ‘Social’ is a
dummy taking the value of 1 if the fund is identified as ESG and focuses
on the S aspect. ‘Governance’ is a dummy taking the value of 1 if the
fund is identified as ESG and focuses on the G aspect. ‘Undefined’ is
a dummy taking the value of 1 if it is not possible to assess the focus
of an ESG fund (in most cases this is due to equal risk scores). For the
E, S, G and undefined variables, the relation is with respect to the non-
ESG funds. ‘Institutional’ is a dummy taking the value of 1 if the fund
targets institutional clients. ‘Passive’ is a dummy taking the value of 1
if the fund is passively managed. ‘FoF’ is a dummy taking the value of
1 if a fund is a fund of fund or a feeder fund. ‘Developed’ indicates the
share of the portfolio invested in developed economies. ‘Large caps’
indicates the share of the portfolio invested in large caps. ‘Value stocks’
indicates the share of the portfolio invested in value stocks. ‘Utilities’,
‘Materials’, ‘Communication’, ‘Consumer cyclical’, ‘Consumer
defensive’, ‘Energy’, ‘Financials’, ‘Healthcare’, ‘Industrials’ and
‘Technology’ indicate the share of the portfolio invested in each sector.
‘Age’ measures the age of the fund from its inception date expressed
in years. ‘Size’ represents fund size in terms of net assets in logarithmic
terms. The date, domicile and Asset Management Company variables
are hidden from the results. Significance levels are reported as follows:
(0.01 (***), 0.05 (**), 0.1 (*)).

Sources: Morningstar, ESMA.
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