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Socially Responsible Investing
through
ECF and SSgA
At SSgA there are two basic ways that socially responsible activities take place: 
1. Through corporate actions such as ESG screening, corporate engagement, and corporate activism.
2. Divestiture from companies that engage in activities that conflict with certain moral or ethical values.
ENVIRONMENT, SOCIAL AND GOVERNANCE (ESG) INVESTING

Sustainability is the concept that underscores ESG investing. Investors consider a company’s environmental record, social interactions, and internal governance as a means of determining its potential long-term value. 

Environmental criteria look at how a company performs as a steward of the natural environment. Social criteria examine how a company manages relationships with its employees, suppliers, customers and the communities where it operates. Governance deals with a company’s leadership, executive pay, audits and internal controls, shareholder rights, and board composition.

SSgA uses ESG factors as one of several factors in its quantitative analysis to determine which companies to invest in. SSgA believes that investing in companies with good ESG practices will, over the long-term, result in sustainable, long-term value creation. In other words, well-run companies generate better returns over time.

CORPORATE ENGAGEMENT
As a shareholder, SSgA engages with companies regarding their business practices. And because SSgA manages some $2.8 trillion in assets, its voice on matters of engagement is large.

SSgA actively promotes sound ESG practices and provides executives with a framework for considering these issues. Since 2013 SSgA has engaged with more than 1,200 companies on some 2,000 ESG issues.

SSgA ranks companies based on the following criteria: 

1. Has the company identified material environmental and social sustainability issues relevant to its business?

2. Has the company assessed and, where necessary, incorporated those issues into its long-term strategy?

3. Has the company communicated its approach to sustainability issues and the influence of these factors on its strategies?

Because of its position as one of the largest asset managers in the world, many companies have responded positively to this initiative and are actively working to earn SSgA’s endorsement as a Tier One company, meaning it has met all three criteria.

In addition, SSgA is a signatory to the United Nations Principles of Responsible Investment obligating it to include ESG factors in its investment decisions.

PROXY VOTING 
In addition to the ESG analysis, SSgA vote its proxies on what is considers to be key issues for sustainability -- namely in favor of climate change initiatives and corporate board diversity, especially the election of more women on corporate boards. Both issues, they believe, result in stronger companies and long-term, sustainable value creation. 

SSgA provides detailed guidelines for companies addressing a range of issues including the physical, regulatory, and economic risks associated with climate change, shareholder rights and executive compensation.

Participants in the EMS Program can also suggest issues to SSgA for consideration in their corporate engagement and proxy voting.

“ … as stewards we are convinced that, as part of good business practice, ESG issues must be part of effective board leadership and board oversight of long-term company strategy.”









Ronald P. O’Hanley 









President & COO









State Street Corporation 


DIVESTITURE OPTIONS 
The traditional SRI option at SSgA involves mostly no-buy screens, meaning that SSgA screens out selected companies from the various Common Trust Funds in your portfolio based on the following criteria. 
Traditional SRI No-Buy Screens

In the equity portion for U. S. Companies and International Developed and Emerging Market Companies, the funds will exclude companies that derive 10% or more of their revenue from tobacco production, producing or distributing adult entertainment, or conventional, nuclear, biological or chemical weapons production; or which have any involvement in abortion, contraceptives, embryonic or fetal tissue stem cell research, or cluster bomb and landmine production; or which have received less than “satisfactory” rating from federal regulatory agencies under the Community Reinvestment Act of 1977; or which have very severe controversies related to workforce diversity. 

In the fixed income portion, the funds hold U.S. Government Bond Fund (treasuries and agency debt), a TIPS fund, and a Socially Responsible Credit Fund that uses the exclusions noted above as well as excluding companies that contribute to repressive policies in developing countries, and companies with a history of substantial damage to the environment. 
Pro-Buy Screen: The Socially Responsible Credit Fund also attempts to select companies that have family friendly policies, promote energy conservation, use environmentally sound means of production, train and advance physically or socially-disadvantaged people, and support charitable giving.

SSgA could also be directed to use non-SSgA funds that are socially screened in different ways. This would entail additional fees and would require a detailed discussion regarding what screens you want to put in place. 
Fossil Fuel Free Divestiture 
In response to the growing interest in climate change and curtailing the use of fossil fuels, SSgA has developed three Exchange Traded Funds to address that concern: an S&P 500 Fossil Fuel Reserves Free Fund (U.S. Large Cap); an MSCI EAFE Fossil Fuel Reserves Free Fund (International Developed Large Cap); and an MSCI Emerging Markets Fossil Fuel Reserves Free Fund (Emerging Markets). All three funds can be included in an SSgA portfolio.
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