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• There are four basic ways (many subdivisions) to invest in “a 
responsible way”:

- Exclusion (divestment) of certain companies (non-financial based)
- Alternatively, “Inclusion” (Integration) or positive/negative selection 

based on extra-financial information (with the intention to have better 
risk-adjusted returns)

- Stewardship / engagement with companies (can be both financial 
and non-financial based, public and non-public): active ownership 
strategies

- Impact investing (beyond the topic of today): focus on creating real-
world impact with investments.

Sustainable (or responsible) 
investing



• Asset managers and owners (pension funds) are increasingly integrating 
sustainability information into decision making processes.

• Oftentimes these decisions are beliefs-based (managing risks or trying to 
take advantages of opportunities): a financial motivation

• Increasingly, non-financial motives (values, ethics) lead to certain 
decisions in the portfolio management process (divestments yes/no, topic 
focus in active ownership strategies, lobbying with regulators, participation 
in collaborative vehicles, etc.).

• If pension beneficiaries do not agree with your course of action, they 
generally cannot simply leave the fund….

Our observations



• The surveys I have seen in the retail mutual fund space in practice (students 
performed some mystery shopping) were generally constructed rather poorly 
which can lead to many potential biases and, hence, measurement errors.

• Addressed to your beloved regulators (e.g., AFM in Dutch context): surveys can 
also be mis-used to steer people into a direction that better serves the asset 
managers (higher fees, use of in-house products etc.) than it serves clients.

• I am also interested in the interaction between clients’/beneficiaries’ 
preferences and beliefs (work in progress).

• I meet the young generation every day at work (and at home). They have 
different views….

Our motivation







This fossil nonsense 
should stop!!



In a mutual fund context (or to some extent in a DC context), clients have 
choice.

In a free world….

Source: Hartzmark and Sussman (JF, 
2019), “Do Investors Value Sustainability? 
A Natural Experiment Examining Ranking 
and Fund Flows”, Journal of Finance.

“Sizable fund flows in equities away from 
investors that visibly ignore and towards 
investors that visibly address 
sustainability”



Motives to invest sustainably?

The Talker The GiverThe Arbitrageur
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Motives to invest sustainably?

In the context of retail mutual 
funds:

• Social preferences (Santa) and 
signaling (Obama) play a key 
role.

• Financial incentives play a 
smaller role.

What about the context of 
pension funds? What about 
investors’ beliefs?



MIFID: requirements for asset managers
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EU Commission 2021 (on pension funds)
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• In the Netherlands, we conducted a project with Pensioenfonds
Detailhandel (pension fund for the retail sector, $35 billion AUM).

• In the UK, we conducted a project jointly with USS (Universities’ 
Superannuation Scheme), the largest UK fund (DC part). 

• Both funds decided to elicit beneficiaries’ preferences regarding 
sustainable investments.

• More examples can be found in the practitioner guide.
https://www.maastrichtuniversity.nl/news/untapped-multi-trillion-opportunity-european-financial-market

Pension funds: two recent examples

mailto:https://www.maastrichtuniversity.nl/news/untapped-multi-trillion-opportunity-european-financial-market




• Dutch pension fund for the retail sector (DB).

• Gave their participants a real choice: binding referendum on the 
extension and intensification of their engagement strategy.

• Extension from three to four SDGs in the engagement process 
and more intense engagements. 

• Participants could vote “yes”, “no”, and “no opinion” to this 
referendum question and the board committed to the majority 
outcome (if any).

Pensioenfonds Detailhandel (PD)



A real vote

Voting

50% rule

Choice will be 
implemented

Real choice

Which percentage chooses 4 SDGs?



Key result study 1(2018)



• In 2018, the board executed the vote one week after results were 
presented. 

• Study 2’s goal was to find out whether participants still like the 
choice they made in 2018.

• Board also integrated the four SDGs in an index portfolio strategy in 
developed (and emerging) markets (without a vote). Additional 
goal was to find out whether participants also support this decision.

• This survey was conducted in June 2020. Therefore, we also 
integrated a few questions that can help us answer the question 
whether COVID has an impact on people’s preferences.

• Supports remains strong and COVID has a negligible impact.

Second experiment in 2020



Launch of an SDG equity index



Explaining engagement



Explaining screening (integration)



Beliefs versus preferences
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B. Percentage choosing sustainable investing per belief category
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• Are measured directly by asking members through survey questions.

• Pros: Simple and easy to implement

• Cons: Survey questions are hypothetical, and people often claim to 
behave in a sustainable manner, but do not back their talk by action 
(Bauer, Ruof, Smeets (2021)).

• Crucial to explore real behavior instead of hypothetical 
choices!

USS: How are preferences measured?

Stated preferences
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USS members have very strong stated 
preferences for sustainable investing.



• Are measured through an incentivized task in an environment that 
resembles real-life. 

• Pros: Better reflection of real preferences since participants have 
“skin in the game” (in this case financial incentives). 

• Cons: More difficult and expensive to elicit.

• We use the investment game to measure members’ 
revealed preferences for sustainable investing.

USS: How are preferences measured?

Revealed preferences



The Investment Game
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Higher fees ensure 
there is a trade-off in 

investing in the 
sustainable fund. 
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USS members also have very strong revealed 
preferences for sustainable investing.



Investment game results

Members have a strong preference for sustainable investing.

The average respondent allocates 70% to the sustainable fund.
30



Who holds the sustainable fund?

Women invest on average 
£57 more in the 

sustainable fund compared 
to men

Earning £60k or more 
correlates with investing 

£44 less in the sustainable 
fund

While demographics
seem to matter, they do a 
poor job at explaining the 
assets in the sustainable 

fund
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• We minimized the (potential) bias towards members with strong 
preferences for sustainable investing.

• USS members have limited awareness and knowledge of 
sustainable investments:

- 11% of USS participants hold the “ethical” fund.
- However, 64% of participants state they own such a fund….
- Those that claim they own a fund, also invest more in the sustainable fund in 

the game.

• Again, it shows that it is crucial to explore real behavior instead 
of hypothetical choices.

Also note that:
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Conclusion USS research

1. USS’s members have very strong preferences for sustainable investing

2. There is a huge difference between people’s choices in the investment 
game and the allocation in their own portfolios

• In an incentivized investment setting, we find that USS members show a 
strong preference for the sustainable fund.

• Members allocate on average 70% of assets in the sustainable fund. 

• Over 60% of USS members think they hold the Ethical fund in their DC 
portfolio.

• Members are unaware of their past investment choices. 34



This happened few months ago (civil society in action)
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Interested? More can be read here:



Intermezzo: Philips Pension Fund



Currently in the making 
Nationale Nederlanden and BeFrank



Currently in the making 
Mutual fund: Meesman index investments

A high ESG index fund from Meesman

The ESG group The Non-ESG group

No ESG info revealedESG info on fund 
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• For both the ESG and the Non-ESG groups, we ask participants’ 
expected returns toward ESG funds relative to non-ESG funds by 
the below unincentivized Likert scale question.

Unincentivized Likert Scale
Mutual fund: Meesman index investments
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• Most people 
expect ESG 
funds’ return 
to be “a bit 
lower” than 
non-ESG 
funds.

• No 
difference 
between 
ESG and 
non-ESG

Unincentivized Likert Scale
Mutual fund: Meesman index investments



• Basic Setup: 

- We select a high ESG fund from Meesman products.
- Provide the annual returns of 6 consecutive years.
- Ask questions related to the 7th-year return, and 8th-year 

return.

• For the ESG group, the fund’s high ESG rating is revealed. 
• For the Non-ESG group, the fund’s ESG info is unknown.
• Everything else is the same.
• Incentive: Randomly select one question to pay.

Beliefs: Exchangeability Method
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ESG 
group

Non-ESG 
group

Median beliefs over 5 questions



• Participants expect that 
ESG funds financially 
outperform Non-ESG 
funds (1yr median).

• No significant 
difference in negative 
or positive scenarios.

Beliefs: Exchangeability Method
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• 73.4% of participants do not think less sustainable funds are associated with more risk.

• They also expect lower ESG risk to be aligned with higher ESG returns.

Risk-Return trade-off
Suggestive evidence



Currently in the making 
Mutual fund: Meesman index investments

It was first tested in the lab context with students
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Attribute Level Level 
Num

Sustainability/ESG Focus
Grey 1
Light Green 2
Dark Green 3

Management Fee
0.5% per year 1
1% per year 2
1.5% per year 3

Sustainability/ESG Selection Strategies

None 1
Negative screening:
The fund or index excludes sectors or companies that are not 
considered sustainable. Typical businesses that may be 
excluded from the portfolio are tobacco, alcohol, 
pornography, controversial weapons and companies that 
violate international standards

2

Positive screening:
The fund or index actively selects companies that work 
proactively with sustainability

3

Active engagement:
The fund’s managers exercise their right to vote at general 
meetings and can engage with management to influence the 
business behavior in a sustainable direction

4

Return-Risk (Annual)
4%; Up to 20% loss from peak to trough (max drawdown) 1
7%; Up to 20% loss from peak to trough (max drawdown) 2
10%; Up to 20% loss from peak to trough (max drawdown) 3

Discrete Choice Experiment
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Example choice set
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Financial Incentives: 
Allocation to Meesman Index Funds



|50|

Investor characteristics of classes



• Gaining insight into your participants’ preferences and beliefs will help you to 
better communicate with them. Creates a two-directional channel. Make sure 
you gain insight on unheard voices.

• Many potential biases exist when eliciting preferences using simple, 
unincentivized surveys, town halls, focus groups, etc. Stantcheva 2022 (Harvard 
Business School) gives a good overview of the many pitfalls.

• Financial incentives can be very powerful in generating higher quality 
survey results. But they are costly. However, regular communication is also very 
costly….. (and does it actually work..?).

• Examine the full tool set that is available (e.g., the practitioner guide I sent).

Key conclusions (1)

mailto:https://scholar.harvard.edu/files/stantcheva/files/How_to_run_surveys_Stantcheva.pdf


• If survey or experiment results have real consequences (e.g., board 
commits to outcome), it is more likely that you can elicit real preferences.

• Deal with financial and sustainability illiteracy. Test any tool you use in 
pilots and provide information to participants at the right level.

• Make sure the survey is safe for participants (GDPR proof) and not 
traceable to individuals. Cooperation with universities or think-tanks may 
also signal extra independence to survey participants.

• Invest in new tools and methods to better understand your beneficiaries.

Key conclusions (2)





• What about the relationship between risk preferences and sustainability 
preferences…?

• In many surveys in the pension domain, we find that people are quite risk 
averse (even the young), but the sustainability surveys seem to indicate 
that people have a willingness to pay. They also favor more concentrated 
portfolios which come with more investment risk (because of lower 
diversification: a clear trade-off). How to resolve this?

• How stable are the preferences and beliefs which are measured? 
Preferences and beliefs may also be intertwined and, hence, difficult to fully 
separate. There is more work to do….

• And: what about preferences and beliefs in your board….?

Additional thoughts



Q&A


